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(THE ROAD TO OSAKI VILLAGE skirts Aso Bay beneath hills blanketed with lush
forest. Like most of Japan’s remote Tsushima Island, the area is breathtakingly beautiful
—until the undulating shoreline yields to a hideous construction site directly below the
fishing hamlet. Though this area is sparsely inhabited and hardly short of open space, the
government is spending millions to carve new lands out of the sea. A concrete sea wall
contains a reclamation area the size of five football fields, all backfilled to a level three
meters above the hightide line. Soon construction crews will start work on this new patch
of real estate, building a day-care center and a gateball field (Japanese croquet) for the
elderly. The cost, before overruns: $5 millions. Osaki’s population is 282 and falling.

The story of this pricey oceanfront playground is more than an isolated example of
waste. Multiplied thousands of times over, it represents the folly of Japan’s pave-and-
build approach to economic revival. Since the early 1990s successive LDP administra-
tions have funneled billions to good-ole-boy construction companies and dodgy public
corporations. The dubious results: widespread environmental degradation and public
debt surpassing even Weimar Germany’s in magnitude. By 2005 Japan will owe its
creditors $9 trillions, or roughly twice the country’s annual GDP.

Despite this orgy of construction. Tokyo is no closer to economic revival than it was

a decade ago.>
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{His message of sweeping, drastic reform draws a passionate response from Japanese
tired of a decade of economic stagnation. The prime minister’s agenda is sweeping: to
slash Japan’s bridges-to-nowhere public works system, liquidate bad bank loans, privat-
ize the nation’s postal savings system and other government-owned agencies, and break
up the nation’s monopoly industries. Once the old system is torn down, Japan will emerge
a more open, more competitive and more global nation. With that message Koizumi has
drummed up approval ratings that have topped 80 percent during his brief tenure.

(Newsweeek, Aug. 1, 2000)>

L2 LZodmicEh=a—X7 4 — 7 3WET HTE TS, PNREALZDPEHVDIR
7

<“Koizumi is popular because he hasn’t actually done anything.” says Temple Univer-
sity Japan specialist Jeffrey Kingston. (Newsweek, Aug. 1, 2001)
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{To borrow an old Madison Avenue phrase, what precisely does Koizumi have on offer
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——sizzle or steak?

It borders on foolishness, as I see it, to expect the LDP to begin the kind of radical
makeover that Japan requires. The party that administered “Japan Inc.” is the wrong
tool for the era the Japanese are now struggling to enter. The LDP produces a certain
type of political personality: it turns out horse traders, not original thinkers with the
courage of their convictions, which is what Japan needs. Given the institutional road-
blocks Koizumi now faces within the party, he is likely to bargain away a goodly portion
of his agenda in coming months. At some point, we may ask whether his emergence isn’t
just another exercise in political repackaging.

The LDP as the agent of change? To me the very phrase seems perverse. Like the
communist parties of Eastern Europe, it has too much to lose. Given its electoral
dependence on rice farmers who are resistant to change, and its addiction to porkbarre-
ling and “money politics,” the LDP has little incentive to pursue radical reform. Koizumi
is certain to do the minimum necessary to avert disaster and the maximun to improve
the party’s chances in elections this July.

Japan can change; most Japanese are eager to get going. And the reigning irony is that
Junichiro Koizumi’s rise proves these truths. It remains to be proved, however, that he
is the leader under whom authentic change can begin. (Newsweek, May 7, 2001) (Smith

is a longtime correspondent abroad and the author of “Japan: A Reinterpretation.”)>
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<Diet as reputed hotbed

Lawmakers, and especially those in the Liberal Democratic Party, should be ashamed
that the Diet, and their party, are regarded as a breeding ground for misdeeds.

In March, Prime Minister Junichiro Koizumi told LDP leaders to consider tougher
limits on political donations from companies that win public works contracts. But
resistance within his party was so strong that the issue has been kept on the shelf. (The
Asahi Shimbun, June 19)>
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<{Koizumi struggles as hopes for true reform fade fast

Key defense bills are stalled, tax reform seems muddled and legislation to open postal
services to private competition——a linchpin of Prime Minister Junichiro Koizumi’s
agenda——-is being gutted by his party.

Opposition parties, outraged over allegations that a governing party heavyweight
sought to quash a report on a Defense Agency scandal, began boycotting Diet delibera-
tions June 13.

The litany of woes could well erode flagging public support for the once-wildly popular
Koizumi, further dimming voters’ fading hopes that he can keep his promises of reform.

The legislative agenda has been repeatedly stalled since the Diet opened in January,
first by government party scandals and then by a furor over diplomats’ mishandling of
a dispute with China over North Korean asylum-seekers.

Late last month, the government’s top spokesman, Yasuo Fukuda, sparked another
brouhaha by suggesting Japan could revise its decades-old ban on nuclear weapons,
sparking another furor.

A Dill to boost the public’s share of the burden for health insurance looks set to pass,
but other high-profile legislation is in trouble.

Controversial bills that the government says are needed to improve Japan’s ability to
defend itself against attack are likely to be one casualty of the political stalemate,
analysts said.

Bills to open postal services to private competition will likely pass, but only as a pale
shadow of true reform.

Legislation to shield individual’s personal data from abuse looks likely to fall by the
wayside.

And tax reform is being befuddled by squabbles over whether to give priority to

economic stimulus or fiscal prudence. (Linda Sieg for Reuters, June 22, 2001)>
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<A setback in fiscal reform

Earlier in his administration, Prime Minister Junichiro Koizumi projected an image of
aggressive leadership as he called for “no pain, no gain” structural reform. His bold plans
included streamlining the bloated government budget. With the economy struggling to
recover, however, he seems to have lost much of his enthusiasm for fiscal reform.

The fiscal 2003 budget guidelines approved by the Cabinet on Aug. 7 reflect the
“recovery-first” position of the governing Liberal-Democratic Party.

The Koizumi administration should reaffirm the basic tenet of its economic policy:
promoting structural reform to achieve a sustainable recovery. We know that is no easy
task. But, as the prime minister has been saying all along, the economy cannot get back
on its feet unless its structural ills are addressed. That is why fiscal reform must be

pushed. (The Japan Times, Aug. 17, 2002)>
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{Tanaka built the foundation of the LDP political dynasty on massive public spending.
His blueprint to “restructure the Japanese archipelago” by linking the hinterland with
the booming Tokyo-Osaka corridor dotted the country with new freeways, dams, bullet
trains and power plants. The scheme enriched loyal construction companies and (thanks
to required kickbacks estimated at 1 to 3 percent of each deal) filled LDP coffers. “Since
Tanaka’s time the machine has grown bigger than its operators,” writes Patrick Smith
in “Japan: A Reinterpretation.” “It is a Frankenstein.”

At first, the construction complex served Japan by pursuing sensible projects. But that
period ended in the late 1980s when Japan’s go-go economy hit meltdown. Panicked, the
government adopted a classic Keynesian strategy to revive growth through public works
——but with a twist. The revival never came, yet the government pressed on, pouring
billions into increasingly unnecessary projects.

The Construction Ministry is busy building in real life: bridges to uninhabited islands,
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roads to nowhere honeycombing the mountains, and gigantic overpasses to facilitate
access to minute country lanes, so that politicians can gain votes. (Newsweek, Sept. 12,

2001)>
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{Japan’s debt-ridden highways enjoy ride on old guard politics

Decisions to build a network of highways have become so entangled in political deals
that they seem to ignore the public interest, analysts say.

Around two-thirds of the population are against constructing new highways, many of
which are built in the countryside where usage is low, according to a recent newspaper
survey.

However, 240 lawmakers from the three governing parties formed a group in July to

promote building more roads.
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“Road construction projects are decided essentially under the table among lawmakers,
steelmakers and construction companies,” said UBS Warburg’'s political analyst
Shigenori Okazaki.

Four public corporations, which build and manage expressways, are collectively buried
under ¥40 trillion in debt, while 27 of Japan’s 40 toll highways continue to accumulate
massive losses and remain chronically under used.

Undaunted, the government still plans to build 2,300 km of highways, which will
require ¥20.6 trillion in additional investment.

“Realistically, they will become bad loans and the government will have to use
taxpayers’ money to fund roads that essentially nobody uses. That’s why the public is
wary about new highway projects,” he said.

Officials decide where to build new expressways based on need assessments, demo-
graphic changes and expected gross domestic product, among other “objective indica-
tors,” said a spokesman for Japan Highway, the largest of the four government-
supported road-building companies.

But analysts argued bureaucrats use limited data to justify projects that have already
got the green light from politicians and contractors.

Support from such people with vested interests keeps highway officials protected
despite public disapproval of their huge spending and inefficient management, analysts
added.

One notorious example is the $11 billion Tokyo Bay Aqua Line, the world’s longest
undersea road tunnel attached to a bridge that runs above water.

The expressway, which opened in 1997, is only used by about 13,000 motorists a day,
fewer than a third of an initial government estimate made to justify the project.

The seven-member special advisory panel is tasked with studying privatization of the
four public highway corporations. But staunch opposition from old guard politicians
from the governing Liberal-Democratic Party has made its work difficult.

Makoto Koga, senior lawmaker in charge of the party’s road committee, has repeated-
ly expressed his support for building unfinished highways, regardless of their

profitability. (Hiroshi Hiyama for AFP-Jiji)>
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{Today these 163 corporations cost taxpayers nearly $50 billion a year in subsidies.

This out-of-control spending spree threatens to bury Japan in debt.

Koizumi’s target is an industrial complex grown so fat, it is dragging down the rest of
the Japanese economy. Construction now accounts for about 9 percent of Japan’s gross
domestic product, compared with about 1 percent in the United States and 5 percent in
the European Union. Construction companies now employ 6.6 million Japanese workers,
or one out of every 10. They receive 40 percent of the national budget, much of this in
contracts to pave riverbeds, armor the coastline against erosion and build what Japanese
call “bridges to nowhere.” The forces arrayed against Koizumi include more than half a
million Japanese construction companies, their 70,000 allies in the construction bureau-
cracy and pork-barrel politicians who build careers by trading gifts and kickbacks for
construction contracts. In short, Koizumi must derail the world’s richest gravy train, run
by a corrupt triumvirate Japan watcher Gavan McCormack calls “a creation, even a

virtual alter ego, of the LDP.” (Newsweek. Sept. 12, 2001)>
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<An Undiplomatic Day in Japan
Under Pressure, Foreign Minister Removes Key Envoys

They are supposed to be the most inscrutable of the inscrutable; stonefaced Japanese
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bureaucrats whose formal decorum and practiced reserve are matched only by their
aversion to controversy.

But Japan’s diplomatic corps is looking more like a pro wrestling team, sullied by
scandal, publicly suspect, headed by an unpredictable firebrand and so theatrical that it
is difficult to tell who is up and who is down.

(By Doug Struck, Washington Post Foreign Service, Aug. 3, 2002)>
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{Tanaka resigns from the Diet

The surprise resignation from the Diet on Aug. 9 of feisty former Foreign Minister
Makiko Tanaka, one of Japan’s few prominent woman legislators, dismayed many and
had tongues wagging about the ironic fate of the popular politician. (Los Angeles Times,

August 17)>
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{Suzuki’s Influence
The controversy grew when Suzuki appeared last Wednesday in parliament as an
unsworn witness and was grilled about his involvement in a July 1999 auction for the

construction project. (By Elaine Leies, Reuters, June 19)>
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{Japanese think China telling truth in asylum row

Japanese are upset at Chinese police for stepping into a consulate last week to drag out
North Korean asylum seekers, but believe Beijing, not Tokyo, is telling the truth about
the incident that has frayed fragile ties.

But the ministry has come under fire anyway after it had to acknowledge some
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Chinese accounts of the incident that it had not included in the report.
And new revelations have been reported almost every day this week, further undermin-

ing the ministry’s credibility. (By George Nishiyama, Reuters, May 17)>

{China says Japan asylum row demand irrational—paper

A dispute over five North Korean asylum seekers dragged from a Japanese consulate
by Chinese police entered its eleventh day on Saturday with no sign of a resolution to a
row that has strained fragile Sino-Japanese ties.

Japan and China are locked in a bitter feud over whether or not Chinese guards had
permission to seize the five from the Japanese consulate in the northern city of Shenyang

on May 8. (By George Nishiyama, Reuters, May 18)>

<China and Japan continue to wrangle over North Korean family

Chinese diplomats on Wednesday vehemently denied reports that they were on the
verge of releasing five North Koreans they detained during a chaotic bid for asylum last
week at the Japanese Consulate.

It was the latest salvo in the nasty diplomatic wrangle between Chinese and Japanese
authorities over the incident, which took place on May 8. (By Elisabeth Rosenthal, New
York Times News Service, May 12, 2002)>
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<(Rating Japan

But by puffing at the rating agencies, the Japanese government is trying to blow a
waterfall uphill. It is obvious to everyone——including the credit rating agencies——
that Japan cannot go on indefinitely pumping public money into a stagnant economy and
amassing ever-larger amounts of debt. Japan’s public debt to gross domestic product
ratio is now close to 140 percent. Even if Japan can avoid the danger of default, there is
a growing risk of credit impairment.

Instead of rubbishing the messenger, the Japanese government should heed the

message. (Financial Times, June 13, 2002)>

{Japan’s credit rating on a par with Cyprus’: Moody’s
Moody’s said the level of government indebtedness “will approach levels unprece-

dented in the postwar era in the developed world.” (The Associated Press, June 8, 2002)>
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{Taboo Against Nuclear Arms Is Being Challenged in Japan

In comments that stunned many here, Prime Minister Junichiro Koizumi’s top aide told
reporters last week that what Japan calls its three non-nuclear principles could soon
come under review.

“The principles are just like the Constitution.” Yasuo Fukuda, the chief cabinet
secretary, was quoted as saying. “But in the face of calls to amend the Constitution, the
amendment of the principles is also likely.” (By Howard W. French, The New York
Times, June 9, 2001)>

<{A-bomb survivors warn of a new Hiroshima
To the alarm of Hiroshima atomic survivors, Junichiro Koizumi’s cabinet has indicated

that it may reconsider Tokyo’s three non-nuclear principles: never to produce, possess or
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permit the siting of unclear weapons in Japan.

The cabinet secretary, Yasuo Fukuda, said the policy could be amended if the constitu-
tion were revised.

Tokyo has denied that a change is planned, but protesters in Hiroshima said such
comments were designed to change the public opinion that nuclear weapons are inherently

evil. (By Jonathan Watts, The Guardian, June 6, 2001)>

(3) <Libido Democrat

Don’t let Taku Yamazaki’s drab gray-suited appearance fool you, warns a woman who
claims to be a long-time mistress to the secretary-general of Japan’s governing Liberal
Democratic Party. Saying she is seeking to expose adultery as practiced by Tokyo’s
power elite, she published a series of diary-style confessions in the magazine Shukan
Bunshun, in which she contends that they carried on an affair for 10 years. (By Thomas

Crampton in Tokyo, International Herald Tribune)>
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{Death Trap

Business suicides are epidemic. What can Tokyo do?——

Japan is suffering what amounts to a suicide epidemic.

Each year since 1998, 30,000-plus Japanese have killed themselves, up nearly 609§ from
the 1980s. Indeed, Japan has the dubious distinction of having the highest per capita
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suicide rate among the Group of Seven nations.
Perhaps the fastest way to stem the suicide wave is to get the economy growing again.
A return to growth might give Japan’s desperate workers hope for the future——and a

reason to live. (Business Week, June 3, 2002)>
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<(Koizumi keeps sails set

Proud and defiant, he insists reform is on course

“I am a prime minister of the sort that never existed before in this country.” Koizumi
said in an interview in his office with the International Herald Tribune.

“The LDP is afraid of being done away with,” he explained. “Reluctantly and unhap-
pily, they are obliged to cooperate with me.”

But the charismatic prime minister’s approval ratings have tumbled sharply in recent
months, from above 80 percent last year into the 30s recently, as the public has come to
doubt that he is serious about his restructuring program. Koizumi alluded to that sharp
decline in popularity in the interview Wednesday, but his defiant posture indicated he had

no plans to resign, as some critics hope. (International Herald Tribune, June 20, 2002)>
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<{Koizumi’s shrivelling agenda

The prime minister has a month or so to pass some face-saving bills

The economy may have found its bottom, but support for Junichiro Koizumi continues
to slide. The prime minister approval ratings dropped to 389 this week, and the next few
months hold out little prospect of a rebound.

When this Diet session is over, however, Koizumi’s privatisation goals will remain
distant future wishes. He has achieved few of the administrative reforms through which
he once hoped to increase his government’s clout. And he has done nothing to shrink

Japan’s pile of bad loans——the biggest barrier to a lasting economic recovery.
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This performance is as frustrating to Japan’s economic partners as it is to most of its
voters. So rather than show up empty handed, Mr Koizumi will head to the G8 summit
with a blueprint for tax reform unveiled on May 21st, though not yet approved by the
party, to add to his continued assurances that he has the economy in hand. If he is lucky,
the prime minister will not draw too much attention at the summit. Then he can go home,

shuffle his cabinet, and continue his downward slide. (The Economist, May 25, 2002)>

<A dashing disappointment

Time to abandon any remaining hope in Junichiro Koizumi

Not so fast. The new shoots of growth are real enough. But without the structural
changes to Japan’s economy that the prime minister, Junichiro Koizumi, came to office
in April last year promising to deliver——a clean-up of the banks’ bad loans, privatisa-
tion, deregulation and administrative reform——those shoots will shrivel and die.

Was it barely more than a year ago that a dashing Mr. Koizumi came to power on a
wave of popularity, promising “structural reform without sanctuary”? Since then,
reform efforts have run into the sands of LDP resistance (the post office), or they have
been met with indifference by the prime minister himself (the banks).

Blame the PM

One of the biggest is whether to cut taxes to spur growth or to raise taxes and cut
spending in order to plug the fiscal hole. Every extra year of spending on public works
adds to Japan’s government debt, already over 1309 of GDP.

Yet the party has now become emboldened by Mr. Koizumi’s pliability. Unless Mr.
Koizumi changes fast, then it is time to write him off, just as the banks bad loans should

have been written off long ago. (The Economist, July 13, 2002)>
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Grubby fights

Whatever his intentions, it is clear that Mr. Koizumi’s actions have so far been
insufficient to tackle Japan’s deep malaise. He has squandered the political capital he
had amassed in a series of grubby and largely inconsequential fights with party members.

Parliament has just savaged his legislative programme. A bill to reform the postal
savings system has been reworked to be almost meaningless. Mr. Koizumi has also
stepped back from promising a swift lifting of deposit insurance on bank savings, which
was seen as a crucial means of injecting market disciplines into the financial sector.

In any event, there remain some worrying cracks in the domestic economy. Consumer

— 121 —



prices fell year on year in June for the 34th month in succession, and the unemployed
total has risen for the 15th successive month.
Rather than emerging as the master of events, Mr. Koizumi may soon become their

victim. (The Financial Times, Ausust 5, 2002)>

[RTGNF L2721, BHRLMRLFFS 7o B 5 %0572, ]

Koizumi fails again

Japanese Prime Minister Junichiro Koizumi was supposed to have changed things.
Instead, in the 15 months since he took office in April last year, he has only managed to
erect into a system a decade-old policy of drift. His style of leadership has become so
familiar now, it is easy to plot in advance his approach to any particular issue.

Japan and the world have waited, and nothing has happened. Mr. Koizumi promised to
restructure public corporations, then produced a plan that did a great deal of reshuffling
but precious little restructuring. He promised reform of the gargantuan postal savings
system, then watched placidly as legislators ripped apart his bill and produced a
meaningless hash. He promised to get tough with the banks, then allowed the system to
carry on as before.

In the meantime, unemployment rose again in June, for the 15th consecutive month.
Consumer prices, too, fell for the 34th consecutive month, indicating deflation. And the
lift the economy got earlier in the year from a weakening yen that sent exports soaring
is about to end with a falling US dollar. How long more can Japan afford the uninspiring
leadership that Mr. Koizumi and all his predecessors have provided in the past decade?

(The Straits’ Times, August 10, 2002)>
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{Ishihara’s waiting game

Even before Junichiro Koizumi’s popularity began to fall early this year, those who
doubted his political longevity had started to speak of Mr. Ishihara as a candidate to
succeed him as prime minister. In part, that is because Mr. Koizumi’s own personalised
approach to politics may have paved the way for populists such as Mr. Ishihara, who
once sat in parliament for the ruling Liberal Democratic Party (LDP), only to turn round,

denounce the party, and strike out on his own. (The Economist, June 15, 2002)>
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<{According to one pro-Koizumi legislator, only a third of the party actually supports
his reforms.

In the short run, at least, a dignified failure would quietly please many camps. LDP
conservatives could claim they drank from the cup of reform, albeit just a teaspoon. The
public could accept “reform lite” without much in the way of sacrifice. The banks and
government-run agencies would be able to preserve the status quo. Trading partners
would not have to suffer from dramatically decreased consumer demand. And Koizumi
would join the ranks of all the graybeards who failed to turn Japan around. (By Kay Itoh
and Hideko Takayama, Newsweek, July 30, 2001)>
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<{Koizumi’s Pointless Pilgrimage
It’s one of the oldest tricks in the book——a political leader in difficulty at home seeks
a foreign-policy success to distract attention from his domestic failures. Few Asian

leaders are in more need of such a diversion than Japan’s beleaguered Prime Minister
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Junichiro Koizumi.

Now, Mr. Koizumi hopes his headline-grabbing pilgrimage to North Korea will reverse
the trend and boost his popularity ahead of a crucial cabinet reshuffle. So far the gambit
seems to be paying off, with a poll yesterday finding the prime minister’s approval rating
topping the 509 mark for the first time since shortly after he fired the popular former
Foreign Minister Makiko Tanaka in January.

Kim’s chief reason for talking to Tokyo is that cashing in on guilt over Japan’s
wartime atrocities is the best bet for propping up his bankrupt regime. If Japan feels the
need to offer money to atone for past injustices towards Koreans, it would do better to
spend it on the starving refugees fleeing Kim'’s giant gulag, and offer asylum to those who
manage to reach its shores. And if Mr. Koizumi wants to stake his political career on
anything then, as one newspaper in Tokyo pointed out yesterday, it would be wiser to do
so on something worthwhile——instead of a pointless pilgrimage to Pyongyang. (The

Straight Times, Sept. 10)>
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{Japan Is Bracing for a ‘Designed in China’ World

In recent decades, Japanese companies invested to make China the “factory to the
world.” In recent months, Japan’s blue-chip manufacturers announced investment to
make China the “design laboratory to the world.”

In a cascade of announcements this spring, blue-chip Japanese manufacturing com-
panies said they were planning research and development units in China. Spurring the
moves are the low wages of Chinese engineers, a growing Chinese market for computer
chips and the hope that China’s entry into the World Trade Organization will bring
protection for patents.

Today’s young Japanese have grown up in afflluence, taking for granted high wages
and their nation’s status as the world’s second-largest economy. But older Japanese
returning from visiting Chinese factories and laboratories report that the hard-working,
self-sacrificing Chinese workers remind them of the Japanese workers of the 1960’s. (By
James Brooke, The New York Times, April 21, 2002)>

Afterword

To the coercive words by the vested-interests-highway lobby of Diet members, which is

— 124 —



resisting Koizumi’s efforts to privatize the highway corporations, that the “prime minister
is fascist and is engaging in actions exceeding his powers,” why can’t the prime minister
fight back and say. “I, Koizumi, am presently boss of the government?” If he is overrun by
the resistance force, lets it do as it pleases and does exactly as it says, not only his public
promises, but also his very existance will be ignored, resulting in the deterioration of
government and the further worsening of plutocracy and corruption. If this happens, Japan
will turn into a terrible society ignoring rules because of a lack of morality, and complete
collapse and national ruin will probably advance. The people are placing hopes on the
eccentric prime minister giving full play to his excentricity. So “gambare” (stand firm),

Prime Minister Koizumi! Koizumi!
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