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THE POLITICAL CONDITIONS FOR 

ECONOMIC REFORM 

PREDICTING JAPAN'S ECONOMIC FUTURE 

If permanent high growth characterised the Japanese economy in the 1980s 
and permanent recession in the 1990s, then no one can predict what paradigm 
will capture the dominant economic trends in the first decade of the 21" 
century.' At the end of the 'lost decade' of the 1990s, the debate about Japan's 
economic future polarised into tWO contending schools of thought: the 
'structural pessimists' (or 'Japan's sun is setting' school) and the 'techno, 
revivalists' (ot 'Japan's sun is rising') school. The structural pessimists argued 
that Japan's inability and unwillingness to engage ill fundamental economic 
reform condemned its economy to low or no growth and diminishing 
international influence.2 In contrast~ the techno-revivalisrs asserted that the 
Japanese economy had teached a turning point and would soon ride the wave 
of burgeoning IT industries to recovery.' 

With the techno-revivalists discredited by Japan's continuing economic 
malaise, the debate shifted to disagreement between those who remained 
uniformly pessimistic about the future of the Japanese economy' and those 
who were cautiously optimistic.' In 2001-02, economic trends in Japan tended 
to favour the pessimists. In December 200 1, the Japa nese prime ministet 
admitted that: 'The Japanese economy is still experiencing a period of 
concentrated adjustment and the severe conditions will continue, with zero 



2 JAPAN'S FAILED REVOLUTlOK 

growth projected for FY 2002'." Only three months later, however, the Minister 
of State for Economic and Fiscal Policy claimed that economic growth would 
move to the plus side in the second half of 2002.' This positive outlook was 
later endorsed by the Minister of Finance who claimed that the narion's 
protracted economic slwnp had bottomed out, citing evidence of a business 
recovery, a growth in exports, stabilisadon of consumer prices and the 
unemployment rate, as well as other positive indicators.' Evidence of a cyclical 
uprurn prompted some commentators to hope that improving economic 
conditions might solve some of the long-term problems besetting tl,e Japanese 
economy.' The prediction that the economy had bottomed out was supported 
by official June 2002 flgutes for real GD P growth of 1.4 per cent in the January­
March quarter.)O The economic turnaround was attributed to 'the huge growth 
in exports led by the recovery of the U .S. economy and other external factors'. J1 

The question now is how sustainable the Japanese economic recovery will 
be in the ligbt of continuing det1atioll (a continuous downward trend in price 
levels),)2 financial system instability," and other negative factors for GDP 
growth. The economic situation remains severe in spite of slight signs of 
recovery.14 The government's 'Basic Policies for Economic and Fiscal Policy 
Management and Structural Reform 2002' acknowledges that the economy 
has 'entered the bottom stage in its cyclical changes [bur also cautions that] 
buslness investment remains weak, employment and income conditions 
continue to be severe, and recovery in household consumption ... [is] delayed 
and hovering'." Even the cautious optimists argue that the 'much-hoped-for 
recovery will likely be fragile, unless economic fundamental~ are strengthened'." 
Others emphasise the need to get public policy settings right as well as 
improving corporate governance. 17 In short, most concede that the key to 
sustainable recovery is economic reform. 

Understanding the likely Sllccess or failure of Japan's current reform program 
is, therefore, important to assessing the future of the Japanese economy. It is in 
rhis context that the dynamics of the so-called 'Knizwni revolution' loom so 
large. 

KOIZUMI'S 'STRUCTURt\L REFORM' REVOLUTION 

In April 200 I, Prime Minister Koizumi Junichir6 stepped into tbe political 
limelight vv-;th a bold slate of reforms to rescue the Japanese economy. Since 
that time, he bas attracted a great deal of comment in both the academic and 
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popular press." Much of the discussion has focussed on his unconventional 

leadership style and on his mission to change Japan. 
Koizumi has adopted the manU. of 'structural reform' (kl!zJ kaikaktt) to 

encapsulate his agenda and to signal his commitment to radical change. 
'Structural reform' is a rather rubbety concept that means different things to 
different people. In a general sense it involves fundamental changes that have 
the effecr of altering the fixed characteristics of economic, political, social and 
administrative systems. It.} As Saw-a commenrs, H'structure,j means a mechanisnl 

that does uot easily change, so changing that mechanism is "structural refotm". 
For example, the systems and practices rhat define the mechanisms of Japan's 
economy are "structures!» because they do not easily change'.20 

In economic policy, structural reform means market-oriented reform, that 
is, moving economies in the direction of freer and fnore transparent markets 

by introducing Or strengthening the market mechanism. In more general policy 
con tens, structural reform encompasses not only the idea of market reform, 
but also notions of small et and more efficient government. In addition to reforms 

such as deregulation, trade liberalisati011, strengthened competition policy and 
financial sector resrructuring, ir also includes reforms of the stare sector such 
as privatisation, fiscal and tax teform, and welfare and pension reform." In 
sum, it refers to a package of interrelated policy 'correctives' aiming at more 

efficient resource allocation, higher productivity and increased growth prospects 
for states. 

KOizumi's structural reform program embraces all these dimensions. In his 

first major policy speech in the Diet in May 2001, he reirerated his pledge to 

institute 'economic, fiscal, adminisrradve, social and political structural 
reforms'.22 Structural reform in Koizurnrs view encompasses a raft of changes 
designed to drive the economy in a more market-liberal direction, shrink the 
public sector, make processes of policymaking more transparent and 

accountable, and create a society that supports individual choice and cteativity.23 
The 'Basic Stance for lvlacroeconomic & Fiscal Management in Fiscal 2002' 

commits the government 'to the fundamenral reform of existing social and 
economic structures and the construction of a new social and economic 
ftamework thar will lead to the full realization of Japan's potentialities'. 24 In 

July 2002, Koizumi called on six of his economic ministers to submit reform 

proposals for regulatory reform, privatisation, oursourcing and ptivate finance 
initiatives ftom the perspective of rransferring responsibilities from the 
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government to the private sector; specific proposals to promote regional 
independence and reform of systems to create employment opportunities in 
newly growing fields and facilitate the movement of labour; measures to promote 
a transition from policy means based on public works projects to those thar do 
not depend on public works projects; and reviews of the involvement of central 
government through subsidies."' Koizumi draws deliberate parallels between 
his reforms and those of Margaret Thatcbet and Ronald Reagan,26 suggesting 
that he is belatedly trying to introduce the nco-liberal economic agenda to 
Japan. GeOl'ge Bush shares a similar understanding of Koizumi's program: 'Japan 
has embarked on a new restoration-a restoration of prosperity and economic 
growtb, through fundamental reform and the fuU embrace of competition'," 

The fact that Prime Minister Koizumi peppers his public pronouncements 
with the term kOz8 kaikaku does not mean, however, that structural reform 
will automatically follow. The Japanese political system is not known for 
engineering rapid change or fUI1da.-nemal transformations of existing systems. 
In fact it is renowned for precisely the opposite: for delivering 'reform' that 
represents 'no change' 28 and fur suffering a kind of structural paralysis or policy 
immobilism,z' 

In this context, two fundamental questions arise in relation to Koizumi's 
structural reform tevolution. Firsr, how do Koizumi's bona fides as a reformer 
compare with those of his predecessors) Is he a politician in the traditional 
mould, or is he breaking rhat mould? Second, to what extent is Koizumi 
delivering ",al change? Are his reforms little more than rhetoric, or is he effecting 
substantial transformations in Japan's institutional and economic structures? 

KOIZUMI AND THE TRADITION OF PRIl\<fE MINISTERIAL 
'REFORMERS' 

Koizumi's use of the term 'structural reform' as the battle-cry of his 
administration is rather rypical of prime ministerial sloganeering in Japanese 
politics. For Ikeda Hayato it was the 'income doubling decade', for Nakasone 
Ya.mhiro it was 'settlement of the postwar accounts', and for Takeshita Noboru 
it ')vas furusato Chomerownism'). In fact, most administrations have been 

associated with an overatching policy theme. The question is whether such 
slogans embellish constructive policy initiatives or merely substitute for them. 

Evety Japanese prime minister from the mid 1990s onwards has pronounced 
himself a cbampion of reform. Prime Minister Hashimoto Ryfttarll ptomised 
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to 'walk through flames' to achieve his reform goals, Prime Minister Obuchi 
Keiro vowed to 'launch major reforms with rhe hand of the devil and the heart 
of Buddha:' while Prime Minister Mori Yoshiril committed himself to something 
called 'Japan's economic rebirth'." Again, rhe question arises whether these 
catch-phrases are just rhetoric or declarations of a commitment to genuine 
reform. 

Japanese prime ministers are prominent as putative reformers because their 

office and long incumbency normally gives them the ILL'<liry of a relatively safe 
,O"at in the Diet and predisposes them towards adopting a national interest 
perspective on issues.5t Prime ministers have been more likely to pursue policy 
causes like dereguiation (kisei kanwa), administrative refotm (gyOsei kaikaku), 

privatisation (mineika), internationalisation (kokusaika) and market 
liberalisation (shijo jiyf'tka), which benefit the national interest at the expense 
of special interests. This has generally been in respome to various pressures, 
including fiscal and international pressures. Prime ministers have also led the 
charge to subject the notoriously entrenched Japanese bureaucracy to stronger 
political control and to strengthen me position of the prime minister as the 
leadet of the government. 

Several of Koizu mrs predecessors attempted key reforms. Prime Minister 
Naka.sone Yasuhiro (1982-87) privatised the Japan National Railways UNR) 
public cotporation,the Japan Tobacco & Salt Public Corporation and the 
Nippon Telepbone and Telegraph Public Corporation (NTT) as well as 
sponsoring a program of internationalisation that facilitated fmmer opening 
of Japanese markets. A decade later, me Hashimoto administration pursued six 
major reforms (rokudai kaikaku): administrative reform, fiscal structural reform 
(zaisei kOzi! kaikaku), economic structural reform (keizai kflz/! kaikaku), financial 
system reform (kinyft seido kaikaku), social security system reform (shakai hosh8 

seido kaikaku) and educational reform (ky8iku kaikaku),32 Amongst Hashimoto's 
greatest achievements were the so-called financial 'Big Bang' and the passage 
of the Fiscal Structural Reform Law (Zaisei Ki!ziJ Kaikakuhi!)." His 
administration also laid the groundwork for the path-breaking administrative 
reforms that came to fruition in January 2001 when Hashimoto was serving as 
Minister of State tor Administrative Reform, Okinawa Development and 
Northern Territories Affairs in the second Mori Cabinet. These reforms 
reorganised the central ministries and agencies, streamlined the administration, 
and strengthened the execntive leadership of rhe prime minister and cabinet," 
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In many cases, prime ministers have used private advisory councils to provide 

them with constructive proposals for policy change, to generate public imperus 
for reform and to circumvent institutions and groups resistant to change. 

'Council politics' began in a big way with Prime Minister Nakasone and has 
been continued by most of his successors. Hashimoro, for example, used the 
Administrative Reform Council (Gy6sei Kaikaku Kaigi), which he chaired and 
directly controlled, as a vehicle for beginning the work of bureaucratic 
reorganisation.35 

Advisory councils have also been used as window dressing to pur a 'reformist' 
gloss on traditionalist feaders, like Prime Minister Obuchi. During the Obuchi 
administration, three high-profile national commissions were set up to 
recommend reforms-the Economic Strategy Council, the Industrial 
Competitiveness Council and the Commission on Japan's Goals in the 21" 
Century. Their reports contained numerous proposals for positive change in 
existing policies. However, council members complained that their creativeness 
was not backed by political will, resulting in 'no clear timetable or milestones 
to implement majot elements of these proposals in a speedy and concrete 
way'." Obuchi and his successor Mori latgely opetated in the shadow of the 
Hashimoto administration. They both implemented Hashimoro-initiated 
reforms, while themselves generating little more than reformist rhetoric to 
disguise theit advancement of traditional LOP policies." 

AB a reforming prime minister, Koizumi differs from his predecessors in nvo 

principal ways. First is the nature and significance of his reform program. 
Table 1.1 provides some indication of its scope and scale. It shows dearly that 
the course on which Koizumi has embarked amounts to a structural reform 
revolution. He is attempting to move across many fronts at once, touching on 
some of the core problems of Japan's economic structure: its banking institutions 
and problem loans, the fiscal deficit and wasteful public works spending, a 
bloated public enterprise sectot, and a welfare and pension system inadequately 
equipped to meet the demands of Japan's aging society. None of Koizumi's 
predecessors have attempted such a reform revolution. 

Second, in pursuing his reforms Koizumi has set his sights on the vested 
interests that underlie his own party and the bureaucracy and has made them 
a specific target of transformation. Koizumi's structural reform agenda has 
thrown down an extraordinaty challenge to the politico-economic status quo in 
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Japan by specifically targeting those groups with a vested interest in the 
established order. Kolzumi's immediate targets are vested interests associated 

with the construction of public work. projects, public sector enterprises and 
the provision of POStal and medical services. Koizumi sees the wholesale divetsion 
of private savings into 'notoriously inefficient public works projects''' through 
the state-run postal savings and insurance system as symbolic of the distortions, 
ioefl'idencies and rigidities in the economy. The tsunami of public debt that 
tbteatens to overwhelm future Japanese governments and their public 
expenditure programs also demands a sttong focus on fiscal and public sector 
reform involving abolition or privatisation of public enterprises and cuts in 
public expenditure and public works, In Koizumi's view, Japan can no longer 
afford to subsidise loss-making public corporations or wasteful public works 
spending, wbich represent an inefficient use of the nation's resources and which 
selectively benefit rural and regional residents at the expense of city dwellers. 

The implication is quite radical: the vision thar Koizumi tepresents calls 
into question the emire politico-economic. system that has predominated in 
postwar Japan. As the Managing Director of the Foreign Press Centre in Tokyo 
comments: 'No ruling party leader has so forthrightiy and unequivocally called 
for putting an end to that ,-yste111'." Koizumi's policies place him outside the 
mainstream policy consensus rhat has held sway within the LDP and rhe 
bureaucraey for decades. 40 

This is all the more surprising given Koizumi's conventional background 
and career track record in the LDP. The explanation lies in Koizumi's distinctive 
modus operandi as a politician. In spite of his LDP credemials, Koizumi is the 
antithesis of the archetypal LDP politician who uses positions in the party, in 
the cabinet and in the Diet to obtain benefits for special interests in exchange 
for vores and money. Hashimoto, for example, may have pursued reform as a 
prime minister, but he retained his long-time connections with the specific 
sectional interests tbat had backed him as an LDP politician. In contrast, 
Koizumi has shown little interest in collecting money or building up a base of 
support amongst specific industries and interest groups." He is not the standard 
LDP special-interest Diet member. His perspective cuts across sectional interests 
and challenges the pockets of vested interest lying within sectoral divides 
cosseted and protected by LDP. This has given him both freedom and flexibility 
in pursuing his reform program. 
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POLITICAL CONDITIONS INFLUENCING REFORM OUTCOMES 

To gauge whether Koizumi's structural reform revolution is likely to succeed, 
one needs not only a more general understanding of the political conditions 
(hat are conducive to economic refonn across states, but also an evaluation of 

the prevailing political conditions in Japan and whether these are facilitating 
or obstructing economic reform under the Koizumi administration. In all the 
popular and scholarly discussions of Koizumi's refOrm efforts, no systematic 
explanation has yet been offered to account for his policy achievements (or 
lack of them). Nor has there been any attempt to examine the experience of 
Japanese economic reform under Koizumi in the context of mote general 
theorising about the political conditions for economic reform. 

A specific literature in political economy nas targeted the politics of economic 
reform.42 Based on a series of case studies and cross~nationai cOITlparisons) 

researchers have identified tne political conditions associated with failed, partial 
and successful economic reform in countries endeavouring to effect a shift 
from a nigh degree of state control to more market-based systems. A major 
foens of this research has been the issue of political resistance to economic 
reform and rhe conditions under which such resistance can be overcome. Much 
of the analysis is based on standard political science assumptions about the 
intetaction of institutions, and group interests. More fotmalised theory-bnilding 
has relied on approaches derived from economics, such as collective acdon 
theory and institutional economics, whicn reduce political behaviour to 

incentives faced by self-interested individuals." 
Drawing on a series of separate country studies, Wiliiarnson and Haggard 

have devised a set of testable hypotheses that posit the political conditions for 
economic reform in states making the transition from what they call 'the old 
model-typically dirigiste, starist, ovcrly protectionist and inward-looking, and 
often suffering from unsustainable macroeconomic policies-to the new-with 
greater macroeconomic discipline, market-friendly, and outwardly oriented'." 
The nypotneses are based on a set of loose empirical generalisations about 
what kiud of political conditions have been conducive to economic reform in a 
number of countries of varying political types." No strol1g claims are made for 
the hypotheses in terms of robust theory-building. Tne conditions that are 
necessary for reform to occur are not distinguished from those that are merely 
advantageous. The hypotheses do not claim to specify the necessary and 
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sufficient conditions for reform. Nor do rhey make any claims to being exhaustive 
or mutually exclusive, Nevertheless, when taken together, the hypotheses form 
a useful analyrical framework for studying the politics of economic reform in a 
particular case. 

The foHowing section builds on the work of Williamson and Haggard to 
develop a set of hyporheses encompassing the political ronditions for economic 
reform which are elaborated and applied to Japan under the Koizumi prime 
minisrership:'6 Japan provides an ideal test case for these hypotheses because 
Koizumi's pro~acrive structural reform agenda specifically targers 'old model' 
characteristics of the Japanese economy and is designed ro induce 'new economy' 
characteristics through processes such as privaIisation, public sector reform 
and deregulation. 

HYPOTHESISING THE POLITICAL CONDITIONS FOR 
ECONOMIC REFORM 

In an ideal world, politicians would choose economic policies that serve the 
collective good, defined by John Swan Mill as 'the gteatest happiness of the 
greatest number' and by economists as 'maximising aggregate welfare'. In the 
real world, as every economist (and political scientist) knows, it is politics that 
mote often than not determines what economic policy options can be taken 
up and implemented. In short, many 'economic problems hoil down to political 
problems'." Moreover, whole theoretical supetstructures have been built around 
the overblown generalisation that politicians, interest groups and voters are 
driven exclusively by rational calculations of self~interest.4' In short, political 
selt~interest and political expediency all too often 'distort' economic policy 
cltoice. 

In spite of the strictures imposed by the economic theory of politics, there 
are times when politicians can rise above considerations of short-ten;' political 
expediency and think beyond the electoral cycle. Sometimes, rur example, 
government leaders can become objectively convinced of the merits of economic 
reform for national interest reasons or are simply committed to reform on 
ideological grounds, even at the risk of their own political skins. For these 
politicians, the main task becomes convincing others in policy communities 
that reform is needed and, in democracies, convincing interest groups and the 
wider public of the same thing. Successful reform in the lace of the inevitable 



10 JAPAN'S FAlLED REVOLUTION 

political obstacles puts a premium on making the right moves and adopting 
the right strategies in order to maximise the chances of successfully 
implementing policy change. 

Hypothesising rhe political conditions for economic reform assumes rhar 
there are circumstances in which government leaders, policy ,mtes, special 
interests and the public can be more easily persuaded of the need for economic 
reform. Similarly, it assumes that there ate types of politico-institutional 
strucrures which are more effec1:ive in delivering reform, and thar following 
certain types of political and economic strategies will be more likely to deliver 
refotm by helping to overcome the diverse political obstacles that stand in the 
way. These are the kinds of political conditions that need ro be examined for 
particulat stareS undergoing economic reform processes. Some of rhe variables 
in the political environment can be manipulated by reformist governments, 
such as choice of economic advisers and clever policies. Others are givens, such 
as the structlm, of political institutions in which reformist leaders operate, 
although even these may in some cases he adjusted Or manipulated to some 
extent. 

The problem that all political leaders face in embarking on a program of 
economic reform is that there will be winners and losers. Anticipared change 
will thus unavoidably bring forth political cost-benefit analyses as well as 
economic cost-benefit analyses. Losers are those who obtain economic benefits 
under the 'old economy' and who stand to forgo these benefits under the 'new 
ecouomy'. In the parlance of political economists, they will bear the 
'concentrated costs' of reform and therefore have a strong incentive to mobilise 
against reforms and punish politicians who introduce them. The winners from 
market reforms, on the other hand, are not usually specific groups, but large 
social collecdvities like consumers and =payers, who will gain diffuse benefits 
like cheaper prices for food. But the gains from reform are not sufficiently 
cerrain, identifiable or significant on an individual basis to spur collective acdon 
for reform on the part of these more amorphous social groupings. The imbalance 
in economic costs and gains across communities thus poses a dilemma for 
pollcymakers. Are the economic gains of policy reform worth the inevitable 
political risks and costs? This question lies 'at the heart of the politics of economic 
reform'."' It is what makes undersranding 'the political conditions that permit 
successful policy reform''" so critical. In the Japanese case the dilemma of policy 
reform is presented particularly starkly given the predominance of one party 
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(the LDP) and the special interests that back it, as well as the sttong tradition 
of economic interventionism by a powerful state bureaucracy. These 
characteristics have intermingled to produce a 'vested interest state' which 
makes the task of economic refotm singularly difficult. 

Nevertheless, as Haggard has observed, in the light of the broad global shift 
towards the market, approaches that emphasise resistance to reform from special 
interest groups are inadequate to explain a process that is ineluctably taking 
place.51 The gtowing literature on the politics of economic reform is an attempt 
to explain this worldwide phenomenon, including the conditions under which 
reform-minded governments can overcome the vestt"Xi interests that have grm·vn 

up around existing benefir programs. The following section elaborates the 
hypotheses that posit the political conditions that contribute to successful 
market-oriented reform in democratic societies. 

- A backglYJund of economic crisis'2 

Economic crisis can be a powerful motivator for governments ro pursue economic 
reform because dire economic circumstances can radically alter political 
conditions by creating an environment in which a window of opportunity for 
reform opens up.53 Crisis delivers a shock to the existing system, genetating 
widespread public demand for changes to policies that have patently failed, 
prompting wholesale reviews by governments of traditional policy settings, 
inducing intense debate in policy communities abour the best policy options 
to overcome the economic emergency, and justifYing cuts in entitlements to 
favoured secrors because of the pressing national need for change. Crisis can be 
seized by political leaders as an opportunity to enact a pre-existing reform 
agenda by giving them greater credibility and justification for pursuing their 
reform goals. Crisis can also reduce political resistance to reform by alrering 
the preference ordering of political actors and by temporarily knocking off 
balance specific interest groups who would normally block change. The 
weakening of the power of particular interest groups and even changes in their 
policy preferences may be sufficient to clear a long-standing logjaru blocking 
reform." Crisis can thus relax or remove the usual political constraints, enabling 
reforms to take place. 55 [n extremis, crisis can create an opening for so-called 
'extraordinary politics' or 'abnormal politics', where the customary rules of 
politics can be temporarily suspended in order to devise an appropriate response 
to an emergency situation." One manifestation of this is 'a greater willingness 
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during times of crisis for legislators and publics to expand the discretionary 
authority of the executive'." In short, it is from crisis-induced political ferment 
that fundamental poliL)' transformations often arise. 

- A political honeymoon 

Reformist leaders enjoy the greatest freedom of manoeuvre for a period 
immediately after they come to power because high levels of popular support 
give them the latitUde they would not normally enjoy to make difficuh and 
unpopular decisions. Honeymoons provide an opportunity to initiate new 
programs and enact reforms before opponents have a chance to dig themselves 
in to defend their interests. Other positives for new administrations are the 
advantage of not haviog to face the electorate again for some time and, in some 
cases, being able to blame economic problems on their predecessors. The impacr 
of electoral victories can compound the honeymoon effect, empowering 
governments and giving them a strong mandate for policy change.58 On the 
othet hand, the major problem of political honeymoons is that they do not 
last and their durability differs from administration to administration. Leaders 
need to move quickly to capitalise on the wave of public popularity that 
accompanies their accession to powet because the judgement of the public 
and the rest of the policy community is temporarily suspended. The imperative 
fot quick action is particularly strong if refonns are difficult and fuce entrenched 

obstacles. " 

- Strong and visionary leadership 

Because economic refotms often entail fundamental change to established 
policies, norms and srtuctures, the need for leadership is greater. Indeed, 
economic reformers have to offer strong and visionary leadership to bring a 
program of refonns successfully to fruition, because only this kind of leadership 
has the capadty to bring others along bebind it in support of new policy 
directions. Above all things, political leaders 'need ... a strong determination to 
change history, as well as the power of imagination and action ... A grand plan 
is needed-to move mountains instead of small hills'.5D Thus. leadership 

capacity needs to be complemented by strong political will and a degree of 
personal conviction to effecr change. The greater the resistance to reform, the 
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more robust leadership needs to be. Decisive leadership can he an advantage 
in producing the necessary firm action on the part of government. It can 
compensate for the absence of public support for reform and it is imperative in 
helping to stare dawn the opposition. 

- A s()cial consensus 

While strong leaders may have the luxury of being indifferent ro rheir political 
environnlents, in genera.!. refonIlS cannot move fOr\vard without at least 'some 

degree of social consensus around the need for reform'. 61 Although governments 
should not be constrained by the need to obtain majority supparr for all their 
initiatives, there is no doubt that a substantial body of public support provides 
a solid political base on which reform-minded governments Can advance their 
programs. Reform potential is optimised in cases where (here is 'a coherent 
and determined government with adequate political support'." A social 
consensus can empower leaders and help to neutralise pockets of resistance 
amongst special interest groups. Moreover, the existence of a social consensus 

on the desirability of reform can be a powerful factor driving policy adjustments 
and making them stick.63 Even if no prior consensus eltists in favour of reform, 
the effort in building such a consensus usually repays political leaders in terms 
of assisting the process of consolidating reforms through greatet public 
acceptance.64 

- Use of the media 

Reformers need to make effective use of the media in order to mould, 
manipulate, educate and mobilise public opinion in favour of reform. Csing 
the media correctly can help to build public support for reform, ot at least 
carry it along. Conversely, £ailing to make a convincing public case for reform 
via the media may 'nurture ... public antipathy' .65 Resorting to the media 
involves 'taking the case for reform to the general public, over the heads of the 
politicians with their vested interests and the professional journalists with their 
hostility to serious economic argument'." Through the media, the government 
can vocalise the interem of the 'silent majority', who stand to gain from reform 
but whose difIuse interests are otherwise unrepresented through the interest 
group process. 
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- A fragmented and demoralised opposition 

A reformist government wii! be able to proceed further and faster if rhe 
opposition is in disarray rather than presenting a concerted and well organised 
coumerforce in parliament. Generally speaking, 'a weak and divided 
opposition ... [makes] the task of a reforming government easier'.'7 The absence 
of strongly mobilised opposition patties can also help to compensate 
governments for lack of general public support for a reform program." The 
government can proceed without criticism or the need to expend effort and 
resources in countering arguments from their opponents, Conversely; a well 
mobilised opposition can potentially serve as a pivot around which more 
generalised resistance to reform can organise. It can vie competitively for the 
Sllpport of undecided groups as well as of disgruntled gtoups bearing the 
concentrated costs of reform who might normally support the government, 

- A coherent economic team 

The prospects of economic reform being implemented ate greatly enhanced 
by the existence of 'a coherent and united economic team'." As Williamson 
and Haggard argue, 'a good and united team is a precondition for reform to 

have a chance'." Moreover, '[iln the early phase of a reform, key decisions 
about the desigu of policy and political and legislative strategy are llwally 
taken by the president or prime minister on the basis of counsel from a hand· 
picked team of advisors ... usually operating outside normal bureaucratic 
channels' 71 However, what is decisive in carrying reform through to the 
implementation stage is 'support from the rest of the government that was 
needed to he able to act effectively' /'\ and institutional reforms that strengthen 
'rhe political position of the team vis-a-v;s interest groups, competing ministries, 
the legislature, and even the rest of the executive, to a point whete the team 
was capable of launching and sustaining reforms'." In other words, the 
'competence of the economic team cannot compensate for a lack of authority, 
some(hing that typically requires institutional change within the decision­
making structure'?' 

- The presence of a technopol 

It is advantageous for reform if the coherent and united economic team is led 
by a 'te(hoopoL that is, an economist-turned politician or, in the \Vitliamson 
and Haggard definition, an economistltechnocrat who has accepted a position 



THE POLITICAL CONDITIONS FOR ECONOMIC REFORM 15 

of political responsibility." In this context, it is important to distinguish 
between a technocrat (an economic adviser responsible to the executive) and a 
technopol (an economist who exercises independent political authority). As 
WilIiamson and Haggard point out, it is 'important to successful reform to 
have economists in positions of political responsibility, rather than merely 
serving as technical advisers'.76 Although there is no guarantee that a technopol 
will apply mainstream economics once in office,n it can be generally assumed 
that 'technopols would have a positive influence on economic policymaking 
and performance were their advice to be followed'.78 

- Rapid and comprehensive reform 

Prospects for successful reform are considerably enhanced if 'reformers ... design 
a comprehensive program capable of rapid implementation',7' A comprehensive 
program of reform enables its various elements to be mutually reinforcing 
which has the effect of accelerating the process of economic change. The optimal 
strategy may be a 'Big Bang'-type reform, which 'makes reversion to the old 
order infeasible'.Bo The advantage of speed is that there is insufficient time for 

an anti-reform coalition to mobilise effectively. Rapid reforms may also yield 
concrete benefits quickly to the public and to specific interest groups, which 
may help to build a pro-reform coalition and which may present a political 
impediment to any reversal of reforms.81 In addition, 'acting swiftly at the 
outset of an administration allows the government to absorb transition costs 
prior to the next electoral contest and increases the likelihood that politicians 
will be able to profit from recovety'. 82 

- External help 

External help in the WilIiamson-Haggard schema is conceived as strong external 
support in the form of intellectual help and (conditional) foreign aid. Intellectual 
help manifests in the form of intellectual influences from abroad and the 
generalised wave of pro-market, pro-liberalisation models that can be found 
around the world. It also extends to the positive growth impact of economic 
reform on states which exerts a demonstration effect. Another form of external 
help which can be important is the training of home-gtown economists ovetseas. 
These individuals become inculcated with pro-market attitudes in Western 
universities and in international organisations like the IMF and World Bank. 
Some of them may later rise into the upper echelons of government where they 



16 JAPA.N'S rAILED REVOLUTION 

can have a direct role in making policy as technocratic advisers or even as 
technopols. B3 

The impact of foreign aid can chiefly be felt in terms of strengthening the 
hand of teformers through the securing of external resources, reinforced by 
conditionality which mandates certain reforms as an incentive and/or reward 
for instituting pro-reform policy measures." Conditional;ty may also help to 

arrest the diversion of external resources to economically non-productive goals, 
or to the politicised or personalised interests of government leaders." 

- Compensating losers 

The chances of successful reform increase if potenrial losers can be bought off 
with compeosation. Compensation has the effect of facilitating reform by 
helping to neurralise resistance from gronps whose interests would be mOSt 
disadvantag;ed by reform or by even engendering their suppOrt for it. As Haggard 
elaborates, 'if a reform will raise aggregate welfare but harm certain groups, 
compensatOry schemes can transform the reform into a Pareto·improving one'." 
On the other hand, compensation carries the risk of undermining the very 
reform programs governments are endeavouring to accomplish if it prevents 
the losers from making the necessary adjustments. Compensating losers is exactly 
the kind of strategy that ends up not reforming at all because it involves 'buying 
out rent seekers, or at least rent receiver5~) 87 when in fact economic refonn is 

supposed to be 'an attempt to move away from a rent-seeking society''' and 'to 

get away from fitvouring specific groups altogether' g9 It is important, therefore, 
rhat compensatory measures micigate the impact of reform on specific groups, 
but at the same time harmonise with the overall direction of economic reform 
and generate posirive benefits of their own." As Haggard concludes, the 'key 
issue is guaranteeing that pork is distributed in a relatively efficient way'." 

- Accelerating the gains to winners 

In contrast to direcr compensation, which simply switches the kind of benefits 
paid to customary rent receivers, accelerating the gains to winners ensures that 
quick benefits accrue to those sectors and groups in sociery which are most 
likely to benefit from liberalisation, deregulation and other kinds of market 
reforms. The idea is to hasten the emergence of winners by instituting pro­
active matket-conforming policy gestures. Such an approach can be useful 
politically because it helps to build support for reform by demonstrating thar 
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there are positive aspects to the economic transformation process. In this way, 

an expanded coalition of supporters who are beneficiaries of reform can be 
created. The existence of such a coalition may assist the process of economic 
reform by allying with the govcmment to facilitate the spread of reforms to 
other groups. 

- A solid hase of legislative support 

If reform has proceeded beyond the technical-adminisuative stage and requires 
enabling legislation, then parliamentary approval is mandatory. As Haggard 
points out, 'legislatures must ultimately pass the supporting legislation to 
ratifY reform decisions and guarantee that they are implemented and sustained 
over time. In many cases, even the initiation of reform requires legislation, and 
thus suppOrt from some coalition of legislators'." A reforming government 
therefore needs a majority in the national political assembly to enact new laws 
or amendments to existing laws. The stronger this majority, the srronger the 
base on which to legislate its reform program. 

KOIZUMI'S SCORECARD 

Table 1.1 provides the empirical data on which an objective assessm~nt of 
Koiznmi's policy intentions against his policy delivery can be based." Koizumi's 
goals include 

• privatising postal services 
• cleaning np the banks' non-performing loans 
• radically reforming the taxation, medical care and public pension sysrems 
• reducing wasteful spending on public works 
• redirecting expenditure into areas that will support economic growrh and 

enhance efficiency in the economy 
• reining in public debt by limiting new governmeot bond issues to ¥30 

trillion in 200 \-02 
• dimin.ating the practice of earmarking special tax revenues (petroleum, 

LPG and motor vehicle weight taxes) for specific projects (road 
construction) 

" granting local governments more autonomy over revenue raising and 
,,-xpenditure 

• freezing the remaining work on the national expressway project 
• restructuring (abolishing, privatising or converting into independent 
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administrative agencies) 163 special public corporations (tokushu Mjin) 
and approved public corporations (ninka Mjin) 

• deregulating the Japanese economy to encourage the growth of new 
industries. 

Table 1.1 teveals, by any teckoning, that the ftuits of Koizumi's structural 
reforms after morc than a year in office have fallen far short of his original 
goals. They are limited to 

• moderate fiscal consolidation (a 1.7 per cent cut in the 200294 General 
Account budget) 

• a cut in budgerary outlays on public works by 10 per cent in 2002 
• the shifting of some public works funding to seven priority areas designed 

to facilitate structural reform and more efficient allocation of expenditure 
• teducing government subsidies to public corporations by 20 per cent or 

¥! trillion in 2002 
• freeing up some road funding for general revenue purposes 
• nominal observation of a '1'30 trillion ceiling on the annual issuance of 

government bonds in 2001 
• accelerated bad-debt disposal by the banks 
• several changes to health care policy such as cuts in doctors' fees, a lowering 

of pharmaceutical price schedules, raising the co-paymenrs of salaried 
employees for medical bills and an increase in premiums for public health 
insurance, 

More changes are anticipated or are in the pipeline, such as 
• introducing a pension-indexing system that ties pension levels to prices, 

resulting in Cuts to pension payouts to subscribers of the state-run pension 
scheme 

• restructuring seven special public corporations through merger and 
abolition" 

• reviewing tbe national higbway project 
• continuing fiscal consolidation (Iimiring tbe 2003 General Account budget 

to below 2002 levels by bolding down policy spending and taX grants to 

local governments) 
• preserving the ¥30 trillion cap on the issuance of government bonds 
• consolidating priority spending into four ateas 
• further cuts in public works expenditure and transfers of tax revenue 

resources to local govern menrs 
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• implementing scheduled tax cuts and new corporate tax incentives 
• converting the Postal Services Agency (YOsei Jigyocho)% into a public 

corporation in April 2003 to run the three postal services comprising 
postal savings (yucho), postal life insurance (kanpo), and mail collection 
and delivery?? 

• privatising mail delivery services. 

On the other hand, many reforms remain at the recommendation rather 
than implementation stage such as full-scale reform of the taxation system and 
the transfer of fiscal powers from central to local govcmments. Others like the 
cleanup of non-performing loans are widely regarded as insufficiem98 

Furthermore, 
• no comprehensive strategy for combating deflation has been put in place'" 
• non-tax revenue sour= have been used to suppOrt budget expenditure'OO 

• maintaining the ¥30 trillion cap on the issue of new national bonds is a 
very limited goal in fiscal structural reform terms but, at the same time, it 
is an extremely large sum given the parlous state of Japan's public finances'" 

• there have been no significant reductions in fiscal spending 
• the diversion of road ta.xes to road construction and maintenance goes on 

• no visible progress has been made toward creating jobs and nurturing 
new industries through deregulation 102 

• the sodal securiry retorms tall far short of the major overhaul that economists 
argue 15 necessary 

• most of the budget remains unreconstructed in terms of abolishing rigid 
spending frameworks and tedirecting expenditure to more economically 
efficient projects 

• the terms under which the new postal corporation will operate and mail 
delivery services will be privatised are highly resrtierive and fall well short 
of ftdl privatisation of postal services 

• the second supplementary budget for fiscal 200 I as well as some elements 
of the February-March 2002 anti-deflationary packages and the June 2002 
ecollomic revitalisation package l " have simply been disguised economic 
stimulus packages,"'" including public works spe.nding.105 

The record shows unequivocally that the initially high expectations of 
Koizumi's ability to effect a radical economic transformation are not being 
realised, or if they are, only in a partial and piecemeal fashion. Some observers 
have been scathing, claiming that Koizumi's policy achievements amoum to 
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little or nothing. Japanese political analyst Morita Minoru, for example, 
comments that: 'le won't take long to reveal the true character of the Koizumi 
administration, which does a good job of creating the illusion of retorm, but 
not the reality' .'Oli Another Japanese journalist describes Koizu.tni as a 'sheep 
in wolf's clothing', intimating that Koizumi gives the appearance of being a 
radical reformer, while in practice being a tame underperformer.!07 The Western 
press is hardly more flattering: to 'many advocates of reform ... the prime minister 
has achieved little in his first year save frittering away his political capital'.108 
Cerald Curtis has come up with the lahel 'Mr NATO' -that is, 'No Action; 
Talk Only' --to describe Koizumi's accomplishments, Others have put Koi1.umi 
on a par with former Prime Minister Mori: 'Even though Koizumi says "I will 
do it, I will do it" (yaru yaru)-meaning structural reform-he has realised 
almost no policies, and in this there is virtually no change from the Mori 
Cabinet'.'"' The President of ltochu, Niwa Uichir6, commented that 'the 
outcome of Knizumi's first yeat is zero. Ifhe were a manager of a private company, 
he would be fired' Y" 

In May 2002, Moody's Investors Service downgtaded Japanese government 
bonds to ill. from Aa3, the lowest amongst major industrialised nations and 
below Botsvvana and Chile,' II because, as one Japanese neV'lspaper put it, 'thete 
has been little progress in structural reforms', 1;2 In the same month, the Japanese 
media were universally in agreement that the Koizumi administration had 
'lost momentum' with 'the open seam in the Koizumi reform 
agenda .. ,spreading wider'.m On balance it would appear that Koizumi's 
credibility as a reformer is based more on good intentions (what the Japanese 
call 'making efforts') and on generating reform proposals rather than on concrere 
policy performance. Certainly the Koizumi administration is big on reform 
rhetoric, but its actual accomplishments come up somewhat short. 

Such an outcome is paradoxical. Japan under Prime Minister Koizumi, 
particularly during the first 10 months of his administration, met mOSt of the 
political conditions fat economic reform either partiaUy or completely (many 
of which not been met befote, Why have apparently positive political conditions 
undet Koizumi not produced the desired economic reforms? Is the Japanese 
Case anomalous? If so, why? Are there necessaty political conditions fOr reform 
that the Koizumi example has thrown up which ate not covered by the 
\VilIiamson-Haggard schema? 
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THE ARGlJMENT 

The book argues that the outcome of the Koizumi revolution as a case of only 
limited, partial Ot indeed 'failed' reform is entirely predictable. The explanation 
for the mismatch hetween Koizumi's policy intentions and his policy delivery 
lies in a more nuanced understanding of Japanese political conditions, 
particularly the difficulties Koizumi faces in overcoming structutal obstacles 
in the policymaking process. These obstacles can be found in what I call Japan's 
'traditional policymaking system, a dual structure of institutions comprising 
the ruling LDP and the bureaucracy. In this system, the executive-namely, 
the prime minister and cabinet-is telegated to a subordinate, rather than a 
superordinate role in the policymaking process. In this respecr, the Japanese 
policymaking system represents a clear deviation from the Westminster model 
on which it is based. 

Koizumi's difficulties are compounded by the fact that forces opposed to 

reform are embedded in these traditional poHcymaking structures. Moreover, 
they form the core of wider coalitions of anti"reform interests amongst industries 
and sectors that srand to bear the concentrated costs of srructural reform. 
Koizumi has been unable to build a coumervailing coalition of pro-teform 
interestS to counterbalance and ultimately defeat the anti-reform coalition. As 
leader of Japan's executive, he does not exercise sufficient power to overcome 
the opponents of reform and enact his program. 

The book further argues that, with the passage of time, some of the political 
conditions for economic reform which were previously positive have turned 
negative. The upshot is that Japan under Koizumi is meeting fewer and fewer 
of the political conditions for reform. The fuet that the political road to reform 
is becoming harder, not easier, will cement the failure of Koizumi's structural 
reform revolution. 

IMPLICATIONS FOR THE ANALYTICAL FRAMEWORK 

The major conclusions of the book have a number of implications for the 
WiIliamson-Haggard framework. First and foremost, they highlight the 
importance of whar Haggard calls 'rhe constitution of executive authority'. 114 

A reforming executive must have authoriry sufficient to override not only the 
resistance to reform that can be expected from particularistic interest groups 
who stand to lose benefits, bur also to overcome the 'barriers to 
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reform ... [within] the state apparatus itself: the political leaders, bureaucrats, 
and party functionaries that loom ... large'.'" It is assumed in much of the 
literature on the politics of economic reform that opposition to reform resides 
exclusively in interest groups and electorates and therefore the solution lies 
with 'stronget' government and more decisive leadership that can 'suhdue' 
opposition through tesolute action. In the Japanese case, however, the most 
formidable obstacles to reform lie within the very structures of the state-in 
the ruling parry and in the bureaucracy.'" This PUtS a premium on the strength 
of the executive. For radical reform to occur, the executive has to be able to 
exercise sufficient authority to neutralise the forces of resistance within the 
governing apparatus itself. 

The weakness of the executive also highlights the importance of informal 
political conventions: the way in which political institutions actually operate 
irrespective of constitutional attributions of power. Informal political 
conventions may in practice impose procedural requiremenrs on policymakers 
and thus present so-called 'veto points' (ot what Haggard caUs 'veto gates') for 
reformers which are nor immediately apparent ro outside observers. While 
political system rype will clearly influ.ence economic reform processes,'" fotmal 
institutional arrangements are not necessarily indicative of the actual power 
distribution amongst different political structures. In democratic systems, 
certain formal policymaking procedures are mandatory, such as parliamentary 
approval of legislation, yet other processes may also be mandatory and in practice 
be more important than the formal requirements of the legislative process. 
Understanding the political conditions for economic reform therefore needs a 
more sophisticated appraisal and understanding of the actual power relarionships 
amongsr various srructures within the governing apparatus. 

The case of attempted economic reform under Koizumi throws up two 
additional political conditions for economic reform that are underdeveloped 
in the original Williamson-Haggard model. 1!8 The first political condition is 
the construction of a strong pro-reform coalition. Koizumi has not achieved 
what Haggard has identified as the sufficient (if somewhat tautological) political 
condition for economic reform: 'a minimum winning coalition and me defeat, 
or at least acquiescence, of those groups opposed to reform' .'19 Apart from 
Koizumi and some other elements of his economic team, the Cabinet Office 
Council on Economic and Fiscal Policy (CEFP) for example, the institurions 
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at the centre of Japanese power consist of groups opposed to reform. In contrast, 
groups in favour of reform, such as big business., have had their political and 
organisational clout significantly weakened, while consumers and middle class 
salary e'J.Tners are amorphous groupings and politically under-represented (and 
in some cases relatively disenfranchised). Salary and wage-earning consumers 
in the cities have provided much of the popular support that Koizumi has 
tried to 'leverage' to push through his economic tefotms,120 bUt they do not 
amount to a minimum winning coalition. 

Tbe second political condition is an executive with sufficient authoriry to 

push reforms forward through to the implememation srage. As Haggard 
comments, 'centralized executive authority plays a pivotal role in overcoming 
the collective action problems and distributive conflicts associated with the 
initiation of comprehensive econoruic reformsl 

,121 Japan's fatal flaw is the absence 
of strong executive authority, which is a necessary condition lor reform in 
Japan because of the de form power of the LDP and bureaucracy, institutions 
that in theory should be subordinate in a parliamentary cabinet system. 
Normally the acquiescence of these institutions to executive-led reforms can 
be taken for granted in Westminster systems, \){'here executives arc weak in 
these systems, it is typically because of coalition cabinets and unstable coalition 
majorities in the parliament. However, the constraints and limitations on 

executive power in Japan come from unexpected quarters. They lie in rhose 
aspects of the political system whose compliance ill a parliamentary democtacy 
can normally be taken for granted, namely the bureaucracy and ruling party. 
In the Japanese case, rhe LDP and bureaucracy form completely separate political 
structures that are informally empowered to block change. They typifY exactly 
the kind of 'multiple Veto gates .. ,divided government and policy deadlock'122 
characteristic of examples of failed reform. In other words, they represent 
additional veto gates to those that one would normally expect in a patliamentary 
democracy centring on the legislature and the configuration of parties wirhin 
it. l23 Issues of strategy and tactics-that is, 'how quickly to reform, how to 

build suppOrt from "~nners, and how to compensate, at finesse loser5'124-
count fot little in the face of such institutional obstacles, unless reform strategies 
somehow target these institutions themselves. These observations suggest a 
prohlematic conclusion for Japan: economic strUCtUral reform is predicated on 
pdor reform of political structures, 
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The following chapters of the book apply tbe analytical framework outlined 
above to Koizumi's attempted structural rcfonn revolution. Each chapter groups 
a n umber of interrelared hypotheses drawn from the framework under a 
cotrunon heading: Koizumi>s power base; Koizutufs reform team, its policies 
and approach; opportunities lost: party-bureaucratic government; policy 
stalemate; and team weaknesses, tactical flaws and policy defecrs. The analysis 
reveals that, in spite of all his shortcomings, Koizumi genuinely intends to 
achieve a structural reform revolution in Japan. This alone marks him out as 
different from his predecessors. In terms of outcomes, however, the Koiznmi 
administration is not all that different from those that have gone before. 
Explaining this puzzle is the rationale of the book. 



T
A

B
L

E
 1

.1
 

S
U

M
M

A
R

Y
 O

F
 M

A
lN

K
O

IZ
U

M
I E

C
O

N
O

M
IC

 A
N

D
 F

IS
C

A
L

 P
O

U
C

Y
 lN

m
A

T
IV

E
S

 A
N

D
 

O
U

T
C

O
M

E
S

 

C
o

n
te

n
t 

o
f 

po
li

cy
 p

le
dg

e 

P
ri

va
ti

sa
ti

on
 o

f 
po

st
al

 s
er

vi
ce

s 
(s

av
in

gs
, 

in
su

ra
nc

e 

an
d 

m
ai

l 
de

liv
er

y)
 [

la
w

 
re

qu
ir

in
g 

po
st

al
 s

er
vi

ce
s 

to
 b

e 
tr

an
sf

er
re

d 
to

 a
 p

ub
li

c 
co

rp
or

at
io

n 
in

 2
00

3 

al
re

ad
y 

pa
ss

ed
 i

n 
19

97
 b

y 
H

as
hi

m
ot

o 

ad
m

in
is

tr
at

io
n]

 

B
an

ki
ng

 r
ef

or
m

: 
ac

ce
le

ra
te

 t
he

 d
is

po
sa

l 
o

f 

no
n~
pe

rf
or

mi
ng

 l
oa

ns
 [

on
go

in
g 

is
su

e 
fr

om
 

pr
ev

io
us

 a
dm

in
is

tr
at

io
ns

] 

R
el

ev
an

t 
po

li
cy

 d
oc

um
en

ts
/s

ou
rc

e 

K
oi

zu
m

i 
po

li
cy

 p
le

dg
e;

 J
un

e 
20

01
 C

E
F

P
 B

as
ic

 

Po
lic

y 
O

ut
li

ne
 f

or
 E

co
no

m
ic

 R
ef

or
m

; 
D

ec
em

be
r 

20
01

 I
m

m
ed

ia
te

 A
ct

io
n 

P
ro

gr
am

 f
or

 S
tr

uc
tu

ra
l 

R
ef

or
m

 

Ju
ne

 2
00

1 
C

E
F

P
 B

as
ic

 P
ol

ic
y 

O
ut

li
ne

 f
or

 

E
co

no
m

ic
 R

ef
or

m
; 

S
ep

te
m

be
r 

20
01

 C
E

F
P

 R
ef

or
m

 

S
ch

ed
ul

e;
 J

an
ua

ry
 2

00
2 

B
as

ic
 S

ta
nc

e 
fo

r 

M
ac

ro
ec

on
om

ic
 a

nd
 F

is
ca

l 
M

an
ag

em
en

t 
in

 F
is

ca
l 

20
02

; 
F

eb
ru

ar
y 

20
02

 C
E

F
P

 R
ep

or
t;

 F
eb

ru
ar

y 

20
02

 E
m

er
ge

nc
y 

C
ou

nt
er

m
ea

su
re

s 
to

 D
ef

la
ti

on
; 

K
oi

zu
m

i's
 A

pr
il

 2
00

2 
po

li
cy

 s
pe

ec
h 

to
 t

he
 J

ap
an

es
e 

D
ie

t 

P
ol

ic
y 

co
m

m
it

m
en

ts
 a

nd
 a

ch
ie

ve
m

en
ts

 

U
m

it
ed

 a
ch

ie
ve

m
en

t: 
tr

an
sf

er
 o

f 
th

re
e 

po
st

al
 

se
rv

ic
es

-m
ai

l,
 p

O
St

al
 s

av
in

gs
 a

nd
 i

n
su

ra
n

ce
­

fr
om

 P
os

ta
l 

Se
rv

ic
es

 A
ge

nc
y 

to
 a

 n
ew

 p
os

ta
l 

pu
bl

ic
 

co
rp

or
at

io
n 

on
 1

 A
pr

il
 2

00
3.

 S
im

ul
ta

ne
ou

s 

pr
iv

at
is

at
io

n 
o

f 
m

ai
l 

co
ll

ec
ti

on
 a

nd
 d

el
iv

er
y 

bu
si

ne
ss

 b
ur

 u
nd

er
 h

ig
hl

y 
re

st
ri

ct
iv

e 
co

nd
it

io
ns

. 

N
o 

pr
ov

is
io

n 
fo

t 
ev

en
tu

al
 p

ri
va

ti
sa

ti
on

 o
f 

th
e 

PO
St

al
 

pu
bl

ic
 c

or
po

ra
ti

on
 a

nd
 o

th
er

 p
os

ta
l 

se
rv

ic
es

. 

L
im

ite
d 

ac
hi

ev
em

en
t:

 s
to

p-
ga

p 
po

lic
ie

s 
to

 e
xp

ed
it

e 

th
e 

di
sp

os
al

 o
f 

no
n-

pe
rf

or
m

in
g 

lo
an

s;
 2

-3
 y

ea
rs

 a
s 

an
 '

ad
ju

st
m

en
t 

pe
ri

od
' 

in
 w

hi
ch

 t
o

 d
ea

r 
ba

d 
ba

nk
 

de
bt

s;
 e

xp
an

si
on

 o
f 

th
e 

ro
le

 o
f 

th
e 

R
es

ol
ut

io
n 

an
d 

C
ol

le
ct

io
n 

C
or

po
ra

ti
on

 (
R

C
C

) 
to

 r
es

ol
ve

 b
an

ks
' 

ba
d-

lo
an

 p
ro

bl
em

s 
by

 t
he

 e
nd

 o
f 

20
03

 (
th

at
 i

s,
 

M
ar

ch
 2

00
4)

 a
nd

 m
ea

su
re

s 
fo

r 
th

e 
re

ha
bi

li
ta

ti
on

 

o
f 

co
rp

or
at

io
ns

 t
hr

ou
gh

 t
he

 R
C

C
; 

sp
ec

ia
l 

FS
A

 

in
sp

ec
ti

on
s 

in
 o

rd
er

 t
o

 e
nc

ou
ra

ge
 f

in
an

ci
al

 

in
st

it
ut

io
ns

 t
o

 c
at

eg
or

is
e 

bo
rr

ow
er

s 
ap

pr
op

ri
at

el
y,

 

un
de

rt
ak

e 
w

ri
te

-o
ff

s 
an

d 
ge

ne
ra

te
 s

uf
fi

ci
en

t 
re

se
rv

es
; 

re
so

lv
e 

th
e 

ba
d 

lo
an

 p
ro

bl
em

 i
n 

fis
ca

l 
20

04
 (

th
at

 i
s, 

by
 M

ar
ch

 2
00

5)
. 

~ (3 § S (
l o Z
 

tJ
 :3 o 3i 6 " i §; (
l ~ o ~ N
 

en
 



B
an

ki
ng

 r
ef

or
m

: 
w

it
hd

ra
w

 g
ov

er
nm

en
t's

 f
ul

l 

gu
ar

an
te

e 
on

 t
er

m
 d

ep
os

its
 a

nd
 d

em
an

d 
de

po
si

ts
 

at
 b

an
ks

 [
pr

io
r 

co
m

m
it

m
en

t 
un

de
r 

19
96

 D
ep

os
it

 

In
su

ta
nc

e 
L

aw
] 

T
ax

 r
ef

ot
m

 [
sc

he
du

le
d 

in
tr

od
uc

ti
on

 o
f 

th
e 

co
ns

ol
id

at
ed

 t
ax

at
io

n 
sy

st
em

s 
in

 f
is

ca
l 

20
02

] 

M
ed

ic
al

 s
ys

te
m

 r
ef

or
m

 

K
oi

zu
m

i 
co

m
m

it
m

en
t 

to
 c

ar
ry

 o
ut

 t
he

 s
ch

ed
ul

ed
 

re
fo

rm
s 

Ju
ne

 2
00

1 
C

E
F

P
 B

as
ic

 P
ol

ic
y 

O
ut

li
ne

 f
or

 

E
co

no
m

ic
 R

ef
or

m
; 

D
ec

em
be

r 
20

02
 G

ov
er

nm
en

t 

T
ax

 C
om

m
is

si
on

 R
ep

or
t 

fo
r 

FY
 2

00
2 

T
ax

 S
ys

te
m

; 

A
pr

il
 2

00
2 

C
E

F
P

 p
ro

po
se

d 
sc

he
du

le
 f

or
 t

ax
 

Pa
rt

ia
l 

ac
hi

ev
em

en
t: 

de
po

si
t 

in
su

ra
nc

e 
ca

p 
o

f 
¥1

 0
 

m
il

li
on

 p
la

ce
d 

on
 t

er
m

 d
ep

os
its

 o
n 

I 
A

pr
il 

20
03

; 

de
po

si
t 

in
su

ra
nc

e 
ca

p 
o

f 
¥1

0 
m

il
li

on
 o

n 
de

m
an

d 

de
po

si
ts

 s
ch

ed
ul

ed
 f

or
 1

 A
pr

il 
20

04
, 

bu
t 

de
po

si
ts

 

m
ay

 p
la

ce
 f

un
ds

 w
it

h 
ne

w
 n

on
-I

nt
er

es
t-

be
ar

in
g 

ac
co

un
ts

 t
ha

t 
w

ill
 a

tt
ra

ct
 a

 f
ul

l 
go

ve
rn

m
en

t 
gu

ar
an

te
e.

 

N
ot

 a
ch

ie
ve

d:
 p

ro
po

sa
l 

fo
r 

ta
x 

re
fo

rm
 t

o 
be

 i
ni

ti
at

ed
 

in
 f

is
ca

l 
20

03
 a

nd
 c

om
pl

et
ed

 i
n 

fis
ca

l 
20

06
 

co
ve

ri
ng

 i
nc

om
e,

 r
es

id
en

tia
l 

an
d 

co
rp

or
at

e 
ta

xe
s 

fr
om

 t
he

 v
ie

w
po

in
t 

o
f 

pu
rs

ui
ng

 '
br

oa
d,

 t
hi

n 
an

d 

re
fo

rm
; 

M
ay

 2
00

2 
C

E
F

P
 t

ax
 r

ef
or

m
 d

ra
ft

 (
H

ei
se

i 
si

m
pl

e'
 t

ax
at

io
n 

(t
ha

t 
is,

 m
or

e 
pe

op
le

 s
ho

ul
d 

pa
y 

T
ax

 R
ef

or
m

-F
ai

rn
es

s,
 V

it
al

it
y 

an
d 

S
im

pl
if

ic
at

io
n)

; 
ta

x,
 b

ut
 t

he
 b

ur
de

n 
on

 e
ac

h 
ta

xp
ay

er
 s

ho
ul

d 
be

 

Ju
ne

 2
00

2 
C

E
F

P
 f

in
al

 t
ax

 r
ef

or
m

 p
ol

ic
y 

pl
an

; 
Ju

ne
 l

ig
ht

er
);

 P
ro

po
sa

l 
fo

r 
Ja

nu
ar

y 
20

03
 a

he
ad

-o
f-

20
02

 T
ax

 C
om

m
is

si
on

 r
ef

or
m

 b
lu

ep
ri

nt
; 

B
as

ic
 

Po
lic

ie
s 

fo
r 

E
co

no
m

ic
 a

nd
 F

is
ca

l 
Po

lic
y 

M
an

ag
em

en
t 

an
d 

S
tr

uc
tu

ra
l 

R
ef

or
m

 2
00

2;
 

K
oi

zu
m

i 
pr

op
os

al
 t

o 
C

E
F

P
 

K
oi

zu
m

i 
pl

an
; 

Ju
ne

 2
00

1 
C

E
F

P
 B

as
ic

 P
ol

ic
y 

O
ut

li
ne

 f
or

 E
co

no
m

ic
 R

ef
or

m
; 

C
E

F
P

 D
ec

em
be

r 

20
01

 I
m

m
ed

ia
te

 A
ct

io
n 

P
to

gr
am

 f
or

 S
tr

uc
tu

ra
l 

R
ef

or
m

; 
G

ui
de

li
ne

s 
fo

r 
F

or
m

ul
at

io
n 

o
f 

th
e 

FY
 

20
02

 B
ud

ge
t; 

B
as

ic
 P

ol
ic

ie
s 

fo
r 

E
co

no
m

ic
 a

nd
 

Fi
sc

al
 P

ol
ic

y 
M

an
ag

em
en

t 
an

d 
S

tr
uc

tu
ra

l 
R

ef
or

m
 

2
0

0
2

 

sc
he

du
le

 t
ax

 r
ef

or
m

 e
m

bo
dy

in
g 

ta
x 

in
ce

nt
iv

es
 t

o 

pr
om

ot
e 

co
rp

or
at

e 
R

&
D

 e
xp

en
di

tu
re

 a
nd

 c
ap

ita
l 

in
ve

st
m

en
t 

(s
ta

rt
in

g 
w

it
h 

IT
),

 a
nd

 a
 t

ed
uc

ti
on

 i
n 

in
he

ri
ta

nc
e 

an
d 

gi
ft

 t
ax

es
 f

or
 i

nd
iv

id
ua

l 
ta

xp
ay

er
s;

 

pr
op

os
al

 f
ot

 t
ax

 c
ut

s 
o

f 
m

or
e 

th
an

 ¥
l 

tr
ill

io
n 

in
 2

00
3-

04
 b

al
an

ce
d 

by
 t

ax
 i

nc
re

as
es

 i
n 

la
te

r 
ye

ar
s.

 

C
os

t 
sa

vi
ng

s 
on

ly
: 

cu
ts

 i
n 

re
im

bu
rs

em
en

t 
pa

ym
en

ts
 

to
 m

ed
ic

al
 s

er
vi

ce
 p

ro
vi

de
rs

; 
1.

3 
pe

r 
ce

nt
 t

ed
uc

ti
on

 

in
 d

oc
to

rs
' 

co
ns

ul
ta

ti
on

 f
ee

s;
 l

ow
et

in
g 

o
f 

pr
ic

e 

sc
he

du
le

s 
fo

r 
ph

ar
m

ac
eu

ti
ca

ls
; 

fix
ed

 r
at

e 
(1

0 
pe

r 

ce
nt

) 
co

-p
ay

m
en

t 
sy

st
em

 a
do

pt
ed

 f
or

 m
ed

ic
al

 

se
rv

ic
es

 f
or

 t
he

 p
eo

pl
e 

ag
ed

 7
0 

or
 o

ld
er

 f
ro

m
 

O
ct

ob
er

 2
00

2;
 c

o-
pa

ym
en

t 
fo

r 
w

ea
lth

y 
se

ni
or

s 
ag

ed
 

70
 o

r 
ol

de
r 

ra
is

ed
 f

ro
m

 1
0 

to
 2

0 
pe

r 
ce

nt
 f

ro
m

 

O
ct

ob
er

 2
00

2;
 r

ev
ie

w
 o

f 
ce

ili
ng

 o
n 

am
ou

nt
 o

f 

co
-p

ay
m

en
t 

fo
r 

ex
tr

em
el

y 
ex

pe
ns

iv
e 

m
ed

ic
al

 

tr
ea

tm
en

ts
; 

ra
is

in
g 

he
al

th
 i

ns
ur

an
ce

 p
te

m
iu

m
s 

fo
r 

&;
 

'>
 ~ V>~ :;: ~ ~ o ~ z 



P
en

si
on

 s
ys

te
m

 t
ef

or
m

 

Fi
sc

al
 s

tr
uc

tu
ra

l 
re

fo
rm

: 
cu

t 
ov

er
al

l 
pu

bl
ic

 

ex
pe

nd
it

ur
e 

an
d 

m
ak

e 
go

ve
rn

m
en

t 
sp

en
di

ng
 

m
ot

e 
ef

fi
ci

en
t 

Ju
ne

 2
00

1 
C

E
F

P
 B

as
ic

 P
ol

ic
y 

O
ut

li
ne

 f
or

 

E
co

no
m

ic
 R

ef
or

m
; 

G
ui

de
li

ne
s 

fo
r 

F
or

m
ul

at
io

n 
o

f 

th
e 

FY
 2

00
2 

B
ud

ge
t;

 F
is

ca
l 

Sy
st

em
 C

ou
nc

il
 'B

as
ic

 

V
ie

w
s 

o
n

 C
om

pi
la

ti
on

 o
f 

Fi
sc

al
 2

00
3 

B
ud

ge
t';

 

B
as

ic
 P

ol
ic

ie
s 

fo
r 

E
co

no
m

ic
 a

nd
 F

is
ca

l 
Po

li
cy

 

M
an

ag
em

en
t 

an
d 

S
tr

uc
tu

ra
l 

R
ef

or
m

 2
00

2 

K
oi

zu
m

i 
po

li
cy

 p
le

dg
e;

 J
un

e 
20

0 
I 

C
E

F
P

 B
as

ic
 

Po
lic

y 
O

ut
li

ne
 f

or
 E

co
no

m
ic

 R
ef

or
m

; 
Ja

nu
ar

y 
B

as
ic

 

St
an

ce
 f

or
 M

ac
ro

ec
on

om
ic

 a
nd

 F
is

ca
l 

M
an

ag
em

en
t 

in
 F

is
ca

l 
20

02
; 

K
oi

zu
m

i 
di

re
ct

iv
e 

to
 C

E
F

P
; 

M
O

F
 

ne
w

 t
ar

ge
t 

fo
r 

fis
ca

l 
m

an
ag

em
en

t 
in

 2
00

3;
 B

as
ic

 

Po
lic

ie
s 

fo
r 

E
co

no
m

ic
 a

nd
 F

is
ca

l 
Po

lic
y 

M
an

ag
em

en
t 

an
d 

S
tr

uc
tu

ra
l 

R
ef

or
m

 2
00

2 

m
em

be
rs

 o
f 

co
rp

or
at

e-
sp

on
so

re
d 

in
su

ra
nc

e 
sc

he
m

es
 

in
 A

pr
il 

20
03

 b
ut

 b
as

ed
 o

n
 t

ot
al

 a
nn

ua
l 

in
co

m
e 

in
cl

ud
in

g 
bo

nu
se

s;
 l

ow
er

in
g 

th
e 

ra
te

 o
f 

in
cr

ea
se

 i
n 

he
al

th
 i

ns
ur

an
ce

 p
re

m
iu

m
s 

sc
he

du
le

d 
to

 b
eg

in
 i

n 

20
03

 f
or

 i
nd

iv
id

ua
ls

 b
el

on
gi

ng
 t

o
 g

ov
er

nm
en

t-
ru

n 

he
al

th
 i

ns
ur

an
ce

 p
ro

gr
am

s;
 r

ai
si

ng
 t

he
 p

ro
po

rt
io

n 
o

f 

m
ed

ic
al

 c
ar

e 
ex

pe
ns

es
 b

or
ne

 b
y 

sa
la

ri
ed

 w
or

ke
rs

, 

pu
bl

ic
 s

er
va

nt
s 

an
d 

th
ei

r 
fa

m
il

y 
m

em
be

rs
 a

ge
d 

3
~
6
9
 f

ro
m

 2
0 

to
 3

0
 p

er
 c

en
t 

in
 A

pr
il

 2
00

3,
 

P
ar

ti
al

 a
ch

ie
ve

m
en

t:
 i

nt
ro

du
ci

ng
 a

 p
en

si
on

-i
nd

ex
in

g 

sy
st

em
 l

in
ki

ng
 p

en
si

on
 l

ev
el

s 
to

 p
ri

ce
s,

 r
es

ul
ti

ng
 i

n 

cu
tS

 t
o 

pe
ns

io
ns

 p
ai

d 
fr

om
 t

he
 s

ta
te

-r
un

 s
ch

em
e;

 

re
du

ct
io

n 
in

 u
ne

m
pl

oy
m

en
t 

be
ne

fi
ts

; 
pl

an
ne

d 

re
fo

rm
 o

f 
pe

ns
io

n 
sy

st
em

 i
n 

20
04

, 

P
ar

ti
al

 a
ch

ie
ve

m
en

t:
 2

00
2 

(G
en

er
al

 A
cc

ou
nt

) 
bu

dg
et

 

cu
t 

by
 L

7
 p

er
 c

en
t 

o
n

 2
00

1 
in

iti
al

 b
ud

ge
t;

 g
en

er
al

 

ex
pe

nd
it

ur
e 

(p
ol

ic
y-

re
la

te
d 

sp
en

di
ng

) 
cu

t 
by

 1
,3

 p
er

 

ce
nt

 t
o

 ¥
47

,5
 t

ti
ll

io
n,

 b
u

t 
go

ve
rn

m
en

t 
us

ed
 n

on
-t

ax
 

re
ve

nu
e 

so
ur

ce
s 

to
 s

up
po

rt
 l

ev
el

 o
f 

bu
dg

et
ar

y 

ex
pe

nd
it

ut
e;

 2
00

3 
(G

en
er

al
 A

cc
ou

nt
) 

bu
dg

et
 a

nd
 

ge
ne

ra
l 

ex
pe

nd
it

ur
e 

to
 b

e 
he

ld
 a

t 
or

 b
el

ow
 2

00
2 

le
ve

ls
, 

al
th

ou
gh

 b
ud

ge
t 

gu
id

el
in

es
 a

llo
w

 a
n 

in
cr

ea
se

 

in
 g

en
er

al
 e

xp
en

di
tu

re
 o

f 
L

3 
pe

r 
ce

nt
 t

o
 ¥

48
.1

 

tr
il

li
on

, 

g " o § S ~ ~ ::: '" ~ C
l ~ ~ N
 " 



Fi
sc

al
 s

tr
uc

tu
ra

l 
re

fo
rm

: 
re

du
ce

 g
ov

er
nm

en
t 

de
pe

nd
en

ce
 o

n 
th

e 
is

su
an

ce
 o

f 
go

ve
rn

m
en

t 
bo

nd
s 

Fi
sc

al
 s

tr
uc

tu
ra

l 
re

fo
rm

: 
re

du
ce

 (
w

as
te

fu
l)

 

sp
en

di
ng

 o
n 

pu
bl

ic
 w

or
ks

 

Fi
sc

al
 s

tr
uc

tu
ra

l 
re

fo
rm

 b
y 

ta
ck

lin
g 

th
e 

pr
ob

le
m

 

o
f 

ri
gi

d 
sp

en
di

ng
 f

ra
m

ew
or

ks
: 

re
vi

ew
 s

pe
nd

in
g 

on
 p

ub
li

c 
w

or
ks

 

K
oi

zu
m

i 
po

lic
y 

pl
ed

ge
; 

Ju
ne

 2
00

1 
C

E
F

P
 B

as
ic

 
Pa

rt
ia

l 
ac

hi
ev

em
en

t: 
th

e 
is

su
an

ce
 o

f 
go

ve
rn

m
en

t 
Po

lic
y 

O
ut

li
ne

 f
or

 E
co

no
m

ic
 R

ef
or

m
; 

B
as

ic
 P

ol
ic

ie
s 

bo
nd

s 
li

m
it

ed
 t

o 
be

lo
w

 ¥
30

 t
ri

ll
io

n 
in

 t
ot

al
 2

00
1 

fo
r 

E
co

no
m

ic
 a

nd
 F

is
ca

l 
Po

lic
y 

M
an

ag
em

en
t 

an
d 

S
tr

uc
m

ra
l 

R
ef

or
m

 2
00

2 

K
oi

zu
m

i 
sl

og
an

; 
Ju

ne
 2

00
1 

C
E

F
P

 B
as

ic
 P

ol
ic

y 

O
ut

li
ne

 f
or

 E
co

no
m

ic
 R

ef
or

m
; 

G
ui

de
lin

es
 f

or
 

F
or

m
ul

at
io

n 
o

f 
th

e 
FY

 2
00

2 
B

ud
ge

t; 
20

03
 b

ud
ge

t 

ap
pr

op
ri

at
io

n 
gu

id
el

in
es

 

Ju
ne

 2
00

1 
C

E
F

P
 B

as
ic

 P
ol

ic
y 

O
ut

li
ne

 f
or

 

E
co

no
m

ic
 R

ef
or

m
; 

G
ui

de
li

ne
s 

fo
r 

F
or

m
ul

at
io

n 
o

f 

th
e 

FY
 2

00
2 

B
ud

ge
t; 

B
as

ic
 P

ol
ic

ie
s 

fo
r 

E
co

no
m

ic
 

an
d 

Fi
sc

al
 P

ol
ic

y 
M

an
ag

em
.e

nt
 a

nd
 S

tr
uc

tu
ra

l 

R
ef

or
m

 2
00

2;
 B

as
ic

 P
ol

ic
ie

s 
fo

r 
E

co
no

m
ic

 a
nd

 

Fi
sc

al
 P

ol
ic

y 
M

an
ag

em
en

t 
an

d 
S

tr
uc

tu
ra

l 
R

ef
or

m
 

20
02

 

bu
dg

et
ar

y 
ou

tl
ay

 (
th

at
 i

s, 
th

e 
in

it
ia

l 
an

d 

su
pp

le
m

en
ta

ry
 b

ud
ge

ts
).

 H
on

ou
re

d 
in

 f
ir

st
 2

00
1 

su
pp

le
m

en
ta

ry
 b

ud
ge

t;
 n

om
in

al
ly

 o
bs

er
ve

d 
in

 

se
co

nd
 s

up
pl

em
en

ta
ry

 b
ud

ge
t 

bu
t 

on
ly

 b
y 

us
in

g 

'h
id

de
n 

bo
rr

ow
in

g'
, 

th
at

 i
s, 

us
in

g 
no

n-
bo

nd
 

so
ur

ce
s 

o
f 

fu
nd

s;
 t

ax
 c

ut
s 

in
 2

00
3 

fu
nd

ed
 b

y 
sa

le
s 

o
f 

go
ve

rn
m

en
t 

bo
nd

s,
 e

ff
ec

tiv
el

y 
li

ft
in

g 
th

e 
¥3

0 

tr
il

li
on

 c
ap

. 

Pa
rt

ia
l 

ac
hi

ev
em

en
t: 

in
 2

00
2 

bu
dg

et
, 

pu
bl

ic
 w

or
ks

 

ou
tla

ys
 r

ed
uc

ed
 b

y 
10

.7
 p

er
 c

en
t 

o
t 

ro
ug

hl
y 

¥1
 

tr
il

li
on

; 
bu

t 
20

01
 

se
co

nd
 s

up
pl

em
en

ta
ry

 b
ud

ge
t 

de
vo

te
d 

to
 p

ub
li

c 
w

or
ks

 f
or

 e
co

no
m

ic
 s

ti
m

ul
us

 

pu
rp

os
es

; 
sp

en
di

ng
 o

n 
pu

bl
ic

 w
or

ks
 i

n 
th

e 
20

03
 

bu
dg

et
 c

ut
 b

y 
3 

pe
r 

ce
nt

 o
n 

20
02

 f
LS

ca
l 

ye
ar

. 

Pa
rt

ia
l 

ac
hi

ev
em

en
t: 

pr
io

ri
ti

sa
ti

on
 i

n 
pu

bl
ic

 

in
v

es
tm

en
t-

fu
n

d
in

g
 a

ll
oc

at
ed

 t
o 

pr
io

ri
ty

 a
re

as
 

in
di

ca
te

d 
in

 J
un

e 
20

01
 C

E
F

P
 B

as
ic

 P
ol

ic
y 

O
ut

li
ne

 

fo
r 

E
co

no
m

ic
 R

ef
or

m
. 

20
02

 b
ud

ge
t 

id
en

ti
fi

ed
 a

s 

'B
ud

ge
t 

C
om

m
it

te
d 

to
 R

ef
ot

m
' 

w
it

h 
bo

ld
 m

ea
su

re
s 

ta
ke

n 
to

 s
hi

ft
 b

ud
ge

ta
ry

 a
llo

ca
tio

ns
 i

n 
or

de
r 

to
 

pr
om

ot
e 

th
e 

tr
an

sf
or

m
at

io
n 

o
f 

th
e 

ec
on

om
ic

 

st
ru

ct
ur

es
; 

20
02

 b
ud

ge
t 

in
cl

ud
es

 d
ec

re
as

in
g 

bu
dg

et
 

al
lo

ca
ti

on
 b

y 
¥5

 t
ri

ll
io

n 
in

 n
on

-p
ri

or
it

y 
fi

el
ds

 w
hi

le
 

in
cr

ea
si

ng
 t

he
 a

llo
ca

tio
n 

to
 s

ev
en

 p
ri

or
it

y 
fie

ld
s 

by
 

¥2
 t

ri
ll

io
n,

 a
s 

a 
'sp

ec
ia

l 
qu

ot
a 

fo
r 

st
ru

ct
ur

al
 r

ef
or

m
s' 

to
 p

ro
m

ot
e 

ef
fi

ci
en

t 
us

e 
o

f 
fu

nd
s.

 P
ri

or
ity

 g
iv

en
 t

o 

de
ve

lo
pm

en
t 

o
f 

w
as

te
 d

is
po

sa
l 

fa
ci

lit
ie

s,
 

im
pr

ov
em

en
t 

o
f 

ur
ba

n 
in

fr
as

tr
uc

tu
re

, 
in

ve
st

m
en

t 
in

 

w
 

0
0

 

'-
-<

 ~ Z
 v:
 

:::; ~ ~ o § o z 



, 
Fi

sc
al

 s
tr

uc
tu

ra
l 

re
fo

rm
 b

y 
ta

ck
li

ng
 t

he
 p

ro
bl

em
 

o
f 

ri
gi

d 
sp

en
di

ng
 f

ra
m

ew
or

ks
: 

el
im

in
at

e 
th

e 

pr
ac

ti
ce

 o
f 

ea
rm

ar
ki

ng
 s

pe
ci

al
 t

ax
 r

ev
en

ue
s 

(t
ha

t 
is,

 

pe
tr

ol
eu

m
, 

L
P

G
 a

n
d

 m
ot

or
 v

eh
ic

le
 w

ei
gh

t 
ta

xe
s)

 

fo
r 

sp
ec

if
ic

 p
ro

je
ct

s 
(t

ha
t 

is
, 

ro
ad

 c
on

st
ru

ct
io

n)
 

Fi
sc

al
 s

tr
uc

tu
ra

l 
re

fo
rm

 b
y 

ta
ck

li
ng

 t
he

 p
ro

bl
em

 o
f 

ri
gi

d 
sp

en
di

ng
 f

ra
m

ew
or

ks
: 

ab
ol

is
h 

th
e 

fi
xe

d 

di
st

in
ct

io
n 

in
 m

in
is

tr
y 

al
lo

ca
ti

on
s 

be
tw

ee
n 

pu
bl

ic
 

w
or

ks
 a

n
d

 n
on

-p
ub

li
c 

w
or

ks
 

C
E

F
P

 J
un

e 
20

01
 B

as
ic

 P
ol

ic
y 

O
ut

li
ne

 f
or

 

E
co

no
m

ic
 R

ef
or

m
; 

G
ui

de
li

ne
s 

fo
r 

F
or

m
ul

at
io

n 
o

f 

th
e 

F
Y

 2
00

2 
B

ud
ge

t;
 B

as
ic

 P
ol

ic
ie

s 
fo

r 
E

co
no

m
ic

 

an
d

 F
is

ca
l 

Po
lic

y 
M

an
ag

em
en

t 
an

d 
S

tr
uc

tu
ra

l 

R
ef

or
m

 2
00

2 

K
oi

zu
m

i 
pr

op
os

al
 

un
iv

er
si

ti
es

 a
nd

 o
th

er
 n

at
io

na
l 

re
se

ar
ch

 f
ac

ili
tie

s,
 

nu
rs

er
y 

an
d

 c
hi

ld
ca

re
 f

ac
ili

tie
s,

 a
n

d
 n

ur
si

ng
 h

om
es

 

fo
r 

th
e 

el
de

rl
y;

 C
on

ve
rs

el
y,

 r
ev

ie
w

 o
f 

pu
bl

ic
 

in
ve

st
m

en
t 

in
 w

at
er

 w
or

ks
, 

se
w

er
ag

e 
de

ve
lo

pm
en

t 

pr
oj

ec
ts

, 
fl

oo
d 

an
d

 l
an

ds
li

de
 C

O
nt

ro
l, 

pu
bl

ic
 

ho
us

in
g,

 l
oc

al
 p

or
t 

pr
oj

ec
ts

, 
lo

ca
l 

ai
rp

or
t 

pr
oj

ec
ts

, 

tr
un

k 
ro

ad
 d

ev
el

op
m

en
t,

 a
nd

 a
gr

ic
ul

m
re

, 
fo

re
st

ry
 

an
d 

fi
sh

er
ie

s.
 

B
ut

 9
0:

10
 r

at
io

 f
or

 e
ng

in
ee

ri
ng

 

pr
oj

ec
ts

 v
er

su
s 

bu
il

di
ng

 o
f 

fa
ci

lit
ie

s 
n

o
t 

ch
an

ge
d;

 

ad
op

t 
a 

pr
io

ri
ty

 p
ol

ic
y 

fo
r 

lo
ng

-t
er

m
 p

ub
li

c 
w

or
ks

 

pr
oj

ec
ts

. 
In

 2
00

3 
bu

dg
et

, 
se

ve
n 

pr
io

ri
ty

 a
re

as
 

re
or

ga
ni

se
d 

in
to

 f
ou

r 
ar

ea
~-

sc
ie

nc
e 

an
d 

te
ch

no
lo

gy
, 

ur
ba

n 
an

d
 r

ur
al

 c
om

m
un

it
ie

s,
 m

ea
su

re
s 

to
 d

ea
l 

w
it

h 

th
e 

ag
in

g 
so

ci
et

y 
an

d 
de

cl
in

in
g 

bi
rt

hr
at

e,
 a

n
d

 t
he

 

en
vi

ro
nm

en
t.

 M
ak

e 
pu

bl
ic

 w
or

ks
 m

or
e 

pr
io

ri
ti

se
d 

an
d

 e
ff

ic
ie

nt
; 

re
vi

ew
 e

xi
st

in
g 

pr
oj

ec
ts

 a
nd

 l
on

g~
te

rm
 

pu
bl

ic
 w

or
ks

 p
la

ns
 

P
ar

ti
al

 a
ch

ie
ve

m
en

t:
 2

00
2 

bu
dg

et
 d

iv
er

ts
 ¥

22
4.

7 

bi
ll

io
n 

o
u

t 
o

f 
¥6

72
 b

il
li

on
 i

n 
au

to
m

ob
il

e 
w

ei
gh

t 

ta
xe

s 
to

 g
en

er
al

 r
ev

en
ue

 (
th

at
 i

s,
 b

ud
ge

t 
G

en
er

al
 

A
cc

ou
nt

 e
xp

en
di

tu
re

);
 r

ev
ie

w
 a

ll 
ea

rm
ar

ke
d 

fis
ca

l 

re
so

ur
ce

s 
to

ge
th

er
 w

it
h 

w
it

h 
lo

ng
-t

er
m

 p
ub

li
c 

w
or

ks
 

p
la

n
s 

N
o

t 
ac

co
m

pl
is

he
d:

 M
in

is
tr

y 
bu

dg
et

s 
re

m
ai

n 

di
vi

de
d 

be
tw

ee
n 

pu
bl

ic
 w

or
ks

 a
n

d
 n

on
-p

ub
li

c 

w
or

ks
 e

xp
en

di
tu

re
. 

~ '" § S C
l o 5 :3 ~ ('3 '" § ~ Cl
 ~ ~ N
 '" 



Fi
sc

al
 s

tr
uc

tu
ra

l 
re

fo
rm

 b
y 

ta
ck

lin
g 

th
e 

pr
ob

le
m

 o
f 

K
oi

zu
m

i 
pr

op
os

al
; 

Ju
ne

 2
00

1 
C

E
F

P
 B

as
ic

 P
ol

ic
y 

ri
gi

d 
sp

en
di

ng
 f

ra
m

ew
or

ks
: 

gr
an

t 
lo

ca
l 

go
ve

rn
m

en
ts

 O
ut

li
ne

 f
or

 E
co

no
m

ic
 R

ef
or

m
; 

G
ui

de
li

ne
s 

fo
r 

m
or

e 
au

to
no

m
y 

ov
er

 r
ev

en
ue

 r
ai

si
ng

 a
nd

 
F

or
m

ul
at

io
n 

o
f 

th
e 

FY
 2

00
2 

B
ud

ge
t; 

C
E

F
P

 

ex
pe

nd
it

ur
e;

 s
tr

ea
m

li
ne

 c
en

tr
al

 g
ov

er
nm

en
t 

gr
an

ts
 

D
ec

em
be

r 
20

01
 I

m
m

ed
ia

te
 A

ct
io

n 
P

ro
gr

am
 f

or
 

to
 l

oc
al

 g
ov

er
nm

en
ts

 
S

tr
uc

tu
ra

l 
R

ef
ot

m
; 

M
ay

 2
00

2 
C

E
F

P
 p

ro
po

sa
l; 

E
li

m
in

at
e 

w
as

te
fu

l 
sp

en
di

ng
 o

n 
pu

bl
ic

 w
or

ks
: 

fr
ee

ze
 r

em
ai

ni
ng

 w
or

k 
on

 t
he

 n
at

io
na

l 

ex
pr

es
sw

ay
 p

ro
je

ct
 

R
es

tr
uc

tu
re

 (
ab

ol
is

h,
 p

ri
va

tis
e 

or
 c

on
ve

rt
 i

nt
o 

in
de

pe
nd

en
t 

ad
m

in
is

tr
at

iv
e 

ag
en

ci
es

) 
16

3 

pu
bl

ic
 c

or
po

ra
ti

on
s 

(7
7 

sp
ec

ia
l 

pu
bl

ic
 

Ju
ne

 2
00

2 
P

ri
m

e 
M

in
is

te
r 

an
d 

&
o

n
o

m
ic

 

M
in

is
te

rs
' 

A
gr

ee
m

en
t;

 J
un

e 
20

02
 K

oi
zu

m
i 

S
ta

te
m

en
t;

 B
as

ic
 P

ol
ic

ie
s 

fo
r 

E
co

no
m

ic
 a

nd
 F

is
ca

l 

Po
lic

y 
M

an
ag

em
en

t 
an

d 
S

tr
uc

tu
ra

l 
R

ef
or

m
 2

00
2 

K
oi

zu
m

i 
sl

og
an

 

K
oi

zu
m

i 
pr

op
os

al
; 

Ju
ne

 2
00

1 
C

E
F

P
 B

as
ic

 P
ol

ic
y 

O
ut

li
ne

 f
or

 E
co

no
m

ic
 R

ef
or

m
; 

S
ep

te
m

be
r 

20
01

 

C
E

F
P

 R
ef

or
m

 W
or

ks
 S

ch
ed

ul
e;

 D
ec

em
be

r 
20

01
 

N
ot

 a
ch

ie
ve

d:
 2

00
2 

bu
dg

et
 c

ut
 t

he
 t

ot
al

 a
m

ou
nt

 o
f 

ex
pe

nd
it

ur
es

 t
o 

lo
ca

l 
go

ve
rn

m
en

t, 
b

u
t 

re
fo

rm
s 

re
m

ai
n 

at
 p

ro
po

sa
l 

st
ag

e 
o

n
ly

-p
ro

p
o

sa
l 

to
 t

ra
ns

fe
r 

¥5
.5

 t
ri

lli
on

 w
or

th
 o

f 
ta

x 
re

ve
nu

es
 t

o 
lo

ca
l 

go
ve

rn
m

en
ts

; 
re

vi
ew

 o
f 

ex
pe

nd
it

ur
es

 i
n 

L
oc

al
 F

is
ca

l 

Pl
an

; 
re

vi
ew

 o
f 

St
at

e 
Su

bs
id

ie
s 

an
d 

L
oc

al
 T

ra
ns

fe
r 

T
ax

 w
it

h 
a 

vi
ew

 t
o 

en
co

ur
ag

in
g 

au
to

no
m

ou
s 

an
d 

di
sc

re
ti

on
ar

y 
fis

ca
l 

m
an

ag
em

en
t 

by
 l

oc
al

 

go
ve

rn
m

en
ts

; 
cu

t 
in

 s
pe

ci
fi

c 
pu

rp
os

e 
su

bs
id

ie
s 

o
f 

se
ve

ra
l 

tr
il

li
on

 y
en

 a
nd

 t
ra

ns
fe

r 
o

f 
ta

x 
re

ve
nu

e 

re
so

ur
ce

s 
to

 l
oc

al
 g

ov
er

nm
en

ts
 i

n 
20

03
 b

ud
ge

t;
 

po
ss

ib
ili

ty
 o

f 
a 

cu
t 

in
 l

oc
al

 t
ax

 g
ra

nt
s 

in
 2

00
3 

bu
dg

et
; 

el
im

in
at

e 
¥1

4 
tr

il
li

on
 f

un
d 

sh
or

ta
ge

 f
ac

ed
 

by
 l

oc
al

 g
ov

er
nm

en
t 

an
d 

es
ta

bl
is

h 
lo

ca
l 

go
ve

rn
m

en
t 

flS
ca

l 
in

de
pe

nd
en

ce
 t

he
re

af
te

r;
 C

ut
 c

en
tr

al
 

go
ve

rn
m

en
t 

su
bs

id
ie

s 
to

 l
oc

al
 g

ov
er

nm
en

ts
 b

y 

se
ve

ra
l 

tr
il

li
on

s 
o

f 
ye

n 
by

 f
is

ca
l 

20
06

. 

Pa
rt

ia
l 

ac
hi

ev
em

en
t: 

fr
ee

ze
 d

ow
ng

ra
de

d 
to

 '
re

vi
ew

' 
o

f 

en
ti

re
 o

ng
oi

ng
 e

xp
re

ss
w

ay
 c

on
st

ru
ct

io
n 

pr
og

ra
m

 

(2
,4

00
km

 y
et

 t
o 

be
 c

om
pl

et
ed

),
 b

ut
 n

o 
de

ci
si

on
 

w
he

th
er

 t
o 

ca
nc

el
 t

he
 N

ew
 T

om
ei

 E
xp

re
ss

w
ay

; 
co

st
~ 

be
ne

fi
t 

an
al

ys
es

 o
f 

pl
an

ne
d 

ex
pr

es
sw

ay
s 

an
d 

pr
io

ri
ti

sa
ti

on
 o

f 
pr

oj
ec

ts
 a

cc
or

di
ng

 t
o 

im
po

rt
an

ce
; 

st
at

e-
ad

m
in

is
te

re
d 

ro
ad

 c
on

st
ru

ct
io

n 
pr

oj
ec

ts
 t

o 
be

 

co
ns

id
er

ed
 d

ur
in

g 
an

nu
al

 b
ud

ge
t 

co
m

pi
la

ti
on

 

pr
oc

es
s;

 i
nd

ep
en

de
nt

 c
om

m
it

te
e 

to
 m

ak
e 

re
co

m
m

en
da

ti
on

s 
on

 f
ut

ur
e 

ro
ad

 c
on

st
ru

ct
io

n.
 

Pa
rt

ia
l 

ac
hi

ev
em

en
t: 

sl
ig

ht
ly

 m
or

e 
th

an
 ¥

1 
tr

il
li

on
 

cu
t 

in
 f

is
ca

l 
di

sb
ur

se
m

en
ts

 t
o 

sp
ec

ia
l 

pu
bl

ic
 

co
rp

or
at

io
ns

 i
n 

20
02

; 
in

 2
00

3,
 p

la
nn

ed
 m

er
ge

r 
o

f 

(j
>

 
<:

> I ~ ::;; p '" tJ g; Cl ~ ~ 



co
rp

or
at

io
ns

, 
or

 t
ok

us
hu

 h
oj

in
 a

nd
 8

6 

ap
pr

ov
ed

 p
ub

li
c 

co
rp

or
at

io
ns

, 
or

 n
in

ka
 

ho
jin

) 
[D

ec
em

be
r 

20
00

 p
la

n 
pr

op
os

ed
 a

 

th
or

ou
gh

 r
ev

ie
w

 o
f 

78
 s

pe
ci

al
 p

ub
li

c 
co

rp
or

at
io

ns
 

w
it

h 
a 

vi
ew

 t
o 

th
ei

r 
ab

ol
it

io
n,

 p
ri

va
ti

sa
ti

on
 o

r 

co
nv

er
si

on
 i

nt
o 

in
de

pe
nd

en
t 

pu
bl

ic
 o

rg
an

is
at

io
ns

 

by
 2

00
5]

 
(A

pr
il 

20
01

 
H

as
hi

m
ot

o 
pr

op
os

al
 t

o
 

re
vi

ew
 1

60
 p

ub
li

c 
co

rp
or

at
io

ns
 w

it
h 

a 
vi

ew
 t

o
 

do
w

ns
iz

in
g 

an
d 

pr
iv

at
is

in
g 

th
em

 w
it

hi
n 

fiv
e 

ye
ar

s 

be
gi

nn
in

g 
in

 f
is

ca
l 

20
02

J 

M
et

ge
 t

he
n 

pr
iv

at
is

e 
fo

ur
 r

oa
d 

co
ns

tr
uc

ti
on

 s
pe

ci
al

 

pu
bl

ic
 c

or
po

ra
ti

on
s 

(J
ap

an
 H

ig
hw

ay
 P

ub
li

c 

C
or

po
ra

ti
on

, 
M

et
ro

po
li

ta
n 

E
xp

re
ss

w
ay

 P
ub

li
c 

C
or

po
ra

ti
on

, 
th

e 
H

an
sh

in
 E

xp
re

ss
w

ay
 P

ub
li

c 

C
or

po
ra

ti
on

 a
nd

 t
he

 H
o
n
s
h
u
~
S
h
i
k
o
k
u
 B

ri
dg

e 

A
ut

ho
ri

ty
);

 t
er

m
in

at
e 

an
nu

al
 ¥

30
0 

bi
ll

io
n 

($
2.

5 
bi

ll
io

n)
 i

n 
fu

nd
 t

ra
ns

fe
rs

 t
o 

fi
na

nc
e 

co
ns

tr
uc

ti
on

 o
f 

na
ti

on
w

id
e 

ex
pr

es
sw

ay
 s

ys
te

m
 

ad
m

in
.is

te
re

d 
by

 f
ou

r 
co

rp
or

at
io

ns
; 

de
bt

 r
ep

ay
m

en
t 

pe
ri

od
 o

f 
ro

ad
 c

or
po

ra
ti

on
s 

li
m

it
ed

 t
o 

a 
m

ax
im

um
 

o
f 

30
 y

ea
rs

 

R
eo

rg
an

is
at

io
n 

an
d 

R
at

io
na

li
sa

ti
on

 P
la

n 
fo

r 
Sp

ec
ia

l 

P
ub

li
c 

C
or

po
ra

ti
on

s 

N
ov

em
be

r 
20

01
 D

ir
ec

ti
on

 o
f 

A
dv

an
ce

d 
R

ef
or

m
s 

fo
r 

th
e 

Se
ve

n 
Sp

ec
ia

l 
P

ub
li

c 
In

st
it

ut
io

ns
; 

D
ec

em
be

r 
20

01
 A

dm
in

is
tr

at
iv

e 
R

ef
or

m
 P

ro
m

ot
io

n 

H
ea

dq
ua

rt
er

s 
(B

as
ic

 A
dm

in
is

tt
at

iv
e 

R
ef

or
m

 P
la

n)
 

38
 p

ub
li

c 
co

rp
or

at
io

ns
 i

nt
o 

36
 i

nd
ep

en
de

nt
 

ad
m

in
is

tr
at

iv
e 

in
st

it
ut

io
ns

 (
en

ti
ti

es
 w

ho
se

 o
pe

ra
ti

ng
 

co
st

s 
w

ill
 b

e 
bo

rn
e 

by
 t

he
 g

ov
er

nm
en

t-
st

il
l 

el
ig

ib
le

 t
o 

re
ce

iv
e 

fu
nd

s 
fr

om
 t

he
 F

is
ca

l 
In

ve
st

m
en

t 

an
d 

L
oa

n 
Pr

og
ra

m
, 

or
 F

lL
P

 a
nd

 o
th

er
 p

ub
li

c 

fu
nd

s)
; 

in
 p

ri
nc

ip
le

 a
bo

li
ti

on
 o

f 
17

 p
ub

li
c 

co
rp

or
at

io
ns

; 
in

 p
ri

nc
ip

le
 p

ri
va

ti
sa

ti
on

 o
f 

45
 

pu
bl

ic
 c

or
po

ra
ti

on
s 

Pr
os

pe
ct

iv
e 

ac
hi

ev
em

en
t: 

pr
iv

at
is

e 
ro

ad
 c

or
po

ra
ti

on
s 

by
 2

00
5;

 f
ro

m
 2

00
2,

 a
nn

ua
l 

¥3
00

 b
il

li
on

 i
n 

bu
dg

et
ar

y 
tr

an
sf

et
s 

to
 c

or
po

ra
ti

on
s 

te
rm

in
at

ed
 

le
ad

in
g 

to
 a

 4
0 

pe
r 

ce
nt

 r
ed

uc
ti

on
 i

n 
pl

an
ne

d 

hi
gh

w
ay

 p
ro

je
ct

s;
 t

er
m

in
at

e 
go

ve
rn

m
en

t 
fu

nd
in

g 
to

 

Ja
pa

n 
H

ig
hw

ay
 P

ub
li

c 
C

or
po

ra
ti

on
 r

ed
uc

in
g 

ou
tla

ys
 b

y 
40

.8
 p

er
 c

en
t 

to
 ¥

30
5.

2 
bi

H
io

n 
in

 

20
02

; 
de

bt
 r

ep
ay

m
en

t 
pe

ri
od

 o
f 

ro
ad

 c
or

po
ra

ti
on

s 

li
m

it
ed

 t
o 

a 
m

ax
im

um
 o

f 
50

 y
ea

rs
, 

bu
t 

pr
iv

at
is

ed
 

bo
dy

 w
ill

 b
ui

ld
 m

or
e 

hi
gh

w
ay

s 
by

 ,b
or

ro
w

in
g 

fr
om

 t
he

 F
IL

P;
 i

nd
ep

en
de

nt
 c

om
m

in
ee

 e
st

ab
lis

he
d 

un
de

r 
le

gi
sl

at
io

n 
to

 d
ra

w
 u

p 
pl

an
s 

by
 e

nd
 o

f 
20

02
 

on
 p

ri
va

ti
sa

ti
on

 o
f 

fo
ur

 r
oa

d 
co

rp
or

at
io

ns
. 

g (3 § 8 8 ~ o z co
 25 '" ~ ~ n ~ o ~ '-"
 
~
 



A
bo

li
sh

 H
ou

si
ng

 L
oa

n 
C

or
po

ra
ti

on
, 

H
ou

si
ng

 

an
d 

U
rb

an
 D

ev
el

op
m

en
t 

C
or

po
ra

ti
on

 a
nd

 J
ap

an
 

N
at

io
na

l 
O

il
 C

or
po

ra
ti

on
 O

N
O

C
).

 

R
ev

ie
w

 o
f 

ei
gh

t 
fi

na
nc

ia
l 

sp
ec

ia
l 

pu
bl

ic
 

co
rp

or
at

io
ns

, 
in

cl
ud

in
g 

D
ev

el
op

m
en

t 
B

an
k 

o
f 

Ja
pa

n 

D
er

eg
ul

at
io

n 

N
ov

em
be

r 
20

01
 

D
ir

ec
ti

on
 o

f 
A

dv
an

ce
d 

R
ef

or
m

s 

fo
t 

th
e 

Se
ve

n 
Sp

ec
ia

l 
Pu

bl
ic

 I
ns

ti
tu

ti
on

s:
 

A
dm

in
is

tr
at

iv
e 

R
ef

or
m

 P
ro

m
ot

io
n 

H
ea

dq
ua

rt
er

s 

D
ec

em
be

r 
20

01
 

B
as

ic
 A

dm
in

is
tr

at
iv

e 
R

ef
or

m
 P

la
n 

K
oi

zu
m

i 
pr

op
os

al
 

K
oi

zu
m

i 
po

li
cy

 p
le

dg
e;

 S
ep

te
m

be
r 

20
01

 

H
ea

dq
ua

rt
er

s 
fo

r 
In

du
st

ri
al

 S
tr

uc
tu

ra
l 

R
ef

or
m

 a
nd

 

E
m

pl
oy

m
en

t 
M

ea
su

re
s 

E
m

er
ge

nc
y 

Jo
bs

 P
ac

ka
ge

; 

Pr
os

pe
ct

iv
e 

ac
hi

ev
em

en
t: 

JN
O

C
 w

ill
 s

to
p 

de
ve

lo
pi

ng
 o

il 
fi

el
ds

 a
nd

 s
to

ri
ng

 o
il 

in
 2

00
3 

w
hi

le
 

li
m

it
in

g 
its

 o
pe

ra
ti

on
s 

to
 l

iq
ui

da
ti

ng
 a

nd
 

su
pe

rv
is

in
g 

its
 a

ss
et

s;
 e

ig
ht

 o
il

-s
to

ck
pi

li
ng

 

co
rp

or
at

io
ns

 o
pe

ra
ti

ng
 u

nd
er

 t
he

 J
N

O
C

 u
m

br
el

la
 

do
se

d;
 J

N
O

C
's

 f
in

an
ci

al
 f

un
ct

io
n 

o
f 

ex
te

nd
in

g 

lo
an

s 
to

 a
ss

is
t 

oi
l-

fi
el

d 
de

ve
lo

pm
en

t 
tr

an
sf

er
re

d 
to

 

Ja
pa

n 
B

an
k 

fo
r 

In
te

rn
at

io
na

l 
C

oo
pe

ra
ti

on
, 

a 
pu

bl
ic

 

co
rp

or
at

io
n;

 a
lm

os
t 

al
l 

o
f ]

N
O

C
's

 o
th

er
 o

pe
ra

ti
on

s,
 

in
cl

ud
in

g 
su

pp
O

rt
 f

or
 o

il
-f

ie
ld

 d
ev

el
op

m
en

t 
an

d 

st
oc

kp
il

in
g 

in
te

gr
at

ed
 i

nt
o 

th
e 

M
et

al
 M

in
in

g 
A

ge
nc

y 

o
f 

Ja
pa

n 
un

de
r 

th
e 

ju
ri

sd
ic

ti
on

 o
f 

M
E

T
L

 B
ut

 

th
e 

sp
ec

ia
l 

oi
l 

ac
co

u
n

t-
th

e 
co

rp
or

at
io

n'
s 

pr
im

ar
y 

so
ur

ce
 o

f 
m

o
n

ey
-w

il
l 

be
 r

et
ai

ne
d.

 H
ou

si
ng

 L
oa

n 

C
or

po
ra

ti
on

's
 l

en
di

ng
 b

us
in

es
s 

sc
al

ed
 b

ac
k 

in
 

st
ag

es
, 

te
rm

in
at

io
n 

o
f 

¥3
00

 b
il

li
on

 i
n 

go
ve

rn
m

en
t 

tr
an

sf
er

s 
to

 c
or

po
ra

ti
on

 a
nn

ua
ll

y 
to

 
he

lp
 r

ep
ay

 i
ts

 

de
bt

s,
 c

or
po

ra
ti

on
 a

bo
li

sh
ed

 w
it

hi
n 

fiv
e 

ye
ar

s,
 b

ut
 

ne
w

 f
ir

m
 s

et
 u

p 
to

 
he

lp
 s

ec
ur

iti
se

 l
oa

ns
; 

H
ou

si
ng

 

an
d 

U
rb

an
 D

ev
el

op
m

en
t 

C
or

po
ra

ti
on

's
 n

ew
 l

ea
se

d~
 

ho
us

in
g 

pr
oj

ec
te

d 
ha

lt
ed

, 
co

rp
or

at
io

n 
di

sm
an

tl
ed

 

by
 2

00
5,

 b
ut

 n
ew

 c
or

po
ra

ti
on

 e
st

ab
lis

he
d 

to
 h

an
dl

e 

ur
ba

n 
re

ne
w

al
 p

ro
je

ct
s 

P
ut

 o
ff

 u
nt

il
 C

E
F

P
 c

on
si

de
rs

 p
ro

po
sa

l 
in

 l
at

e 
20

02
 

R
ec

om
m

en
da

ti
on

 s
ta

ge
 o

nl
y:

 p
ro

po
sa

ls
 f

or
 

de
re

gu
la

to
ry

 r
ef

or
m

 (
in

cl
ud

in
g 

th
e 

en
tr

y 
o

f 
pr

iv
at

e 

se
ct

or
 f

irm
s)

 
in

 1
5 

fie
ld

s 
(p

ri
or

it
y 

ar
ea

s 
ar

e 
m

ed
ic

al
 

D
ec

em
be

r 
20

01
 F

ir
st

 R
ep

on
 R

eg
ar

di
ng

 P
ro

m
ot

io
n 

se
rv

ic
es

, 
el

de
rl

y 
an

d 
ch

il
d 

ca
re

, 
pe

rs
on

ne
l 

tr
ai

ni
ng

 

'" N '>
 ~ v:
 ii: ~ ~ ~ 



o
f 

R
eg

ul
at

or
y 

R
ef

or
m

 f
ro

m
 t

he
 C

O
W

lc
il 

fo
r 

R
eg

ul
at

or
y 

R
ef

or
m

; 
M

ay
 2

00
2 

C
E

F
P

 d
er

eg
ul

at
io

n 

pl
an

; 
Ju

ne
 2

00
2 

K
oi

zu
m

i 
ec

on
om

ic
 r

ev
ita

lis
at

io
n 

pr
op

os
al

; 
Ju

ne
 2

00
2 

C
ou

nc
il

 f
or

 R
eg

ul
at

or
y 

an
d 

em
pl

oy
m

en
t, 

ed
uc

at
io

n,
 t

he
 e

nv
ir

on
m

en
t,

 

re
vi

ta
lis

at
io

n 
o

f 
ur

ba
n 

ar
ea

s,
 a

gr
ic

ul
tu

re
, 

an
d 

en
er

gy
 a

nd
 f

in
an

ce
) 

'sh
aH

 b
e 

re
sp

ec
te

d 
as

 f
ar

 a
s 

po
ss

ib
le

', 
an

d 
ar

e 
in

cl
ud

ed
 i

n 
th

e 
M

ar
ch

 2
00

2 

R
ef

or
m

 o
ut

li
ne

 o
f 

Ju
ly

 i
nt

er
im

 r
ep

or
t; 

Ju
ly

 i
nt

er
im

 
'T

hr
ee

-Y
ea

r 
Pr

og
ra

m
 f

or
 P

ro
m

ot
in

g 
R

eg
ul

at
or

y 

re
po

t[
 

R
ef

or
m

' 
w

hi
ch

 e
ac

h 
m

in
is

tr
y 

w
ill

 b
e 

re
qu

ir
ed

 t
o

 

im
pl

em
en

t;
 e

st
ab

li
sh

m
en

t 
o

f 
's

tr
uc

tu
ra

l 
re

fo
rm

 

sp
ec

ia
l 

zo
ne

s' 
ai

m
ed

 a
t 

ea
si

ng
 o

r 
sc

ra
pp

in
g 

re
gu

la
tio

ns
 i

n 
de

si
gn

at
ed

 a
re

a.
.~

; 
es

ta
bl

is
h 

a 
ba

si
c 

la
w

 

in
 o

rd
er

 t
o

 m
at

er
ia

lis
e 

th
e 

sp
ec

ia
l 

w
n

e 
in

iti
at

iv
e;

 s
et

 

up
 a

 s
pe

ci
al

 b
od

y 
in

 t
he

 C
ab

in
et

 S
ec

re
ta

ri
at

 t
o 

pr
om

ot
e 

th
e 

in
iti

at
iv

e;
 r

ev
ita

lis
e 

go
ve

rn
m

en
t­

co
nt

ro
ll

ed
 m

ar
ke

ts
 b

y 
pe

rm
it

ti
ng

 t
he

 e
nt

ry
 b

y 

pr
iv

at
e 

jo
in

ts
to

ck
 c

om
pa

ni
es

 i
nt

o 
th

e 
m

ed
ic

al
 

se
rv

ic
es

, 
w

el
fa

re
, 

ed
uc

at
io

n 
an

d 
ag

ri
cu

lm
ra

l 
se

ct
or

s 

ba
se

d 
on

 t
he

 p
ri

nc
ip

le
 o

f 
co

ns
um

er
 s

ov
er

ei
gn

ty
; 

op
en

 6
4 

go
ve

rn
m

en
t-

co
nt

ro
ll

ed
 s

ec
to

rs
 t

o
 p

ri
va

te
 

fi
rm

s 

S
ou

rc
es

: 
A

sa
hi

 S
hi

nb
un

, 
21

 
N

ov
em

be
r 

20
01

, 
21

 
D

ec
em

be
r 

20
01

, 
5 

F
eb

ru
ar

y 
20

02
, 

7 
M

ar
ch

 2
00

2;
 a

sa
hi

.c
om

, 
<

ht
tp

:/
/w

w
w

.a
sa

hi
.c

om
/e

ng
li

sh
/p

ol
it

ic
s!

 

K
20

02
00

90
03

89
 .h

tm
b

, 
<

hr
tp

:w
w

w
.a

sa
hi

.c
om

/e
ng

li
sh

/p
ol

it
ic

s/
K

20
01

11
28

00
38

5 
.h

tm
b

, 
<

ht
tp

:w
w

w
.a

sa
hi

,c
om

/ e
ng

li
sh

l p
ol

it
ic

s/
K

20
02

03
28

00
39

2.
ht

m
>

; 

C
ab

in
et

 O
ff

ic
e,

 G
ov

er
nm

en
t 

o
f 

Ja
pa

n,
 <

ht
tp

;/
/w

w
w

5.
ca

o.
go

.j
p/

ke
iz

ai
1/

20
02

/0
12

5m
it

os
hi

-e
.h

tm
b;

 D
ai

ly
 Y

om
iu

ri
 O

n-
L

in
e,

 
<

ht
tp

:/
/w

w
w

.y
om

iu
ri

.c
o.

jp
/ 

ne
w

se
f2

00
20

 1
 06

w
o0

2.
ht

m
>

, 
<

h
tt

p
:/

/w
w

w
,y

o
m

iu
ri

.c
o

.j
p

/ n
ew

se
f2

00
20

50
9w

o3
1.

ht
m

>
, 

<
ht

tp
:/

/w
w

w
.y

om
iu

ri
,c

o.
jp

/n
ew

se
/2

00
20

61
2w

o0
3.

ht
m

>
, 

<
hu

p:
1 

ly
om

iu
ri

.c
o.

jp
fn

ew
se

/2
00

20
61

4w
ol

1.
ht

m
>

;·
H

ei
z6

 T
ak

en
ak

a,
 '

Ja
pa

n 
T

ak
es

 o
n

 C
ha

ll
en

ge
s'

, 
pp

, 
4

-5
; 

Ja
pa

n 
Ti

m
es

 O
nl

in
e,

 
<

ht
tp

:/
/w

w
w

.j
ap

an
ti

m
es

.c
o.

jp
/ 

ci
g~
bi
n/

ge
ta

rt
id

e.
p1

5?
nb

20
02

03
25

b5
.h

tm
>;

 
K

im
ur

a 
T

ak
es

hi
, 

"'
N

ic
hi

gi
n"

 "
K

in
yu

ch
6"

 W
ar

ui
 n

o 
w

a 
D

ot
ch

i 
D

a'
 [

"'
T

he
 B

an
k 

o
f 

Ja
pa

n"
, 

or
 t

he
 "

F
in

an
ci

al
 

Se
rv

ic
es

 A
ge

nc
y"

: 
W

hi
ch

 i
s 

th
e 

B
ad

 G
u

y
n

, 
B

un
ge

i 
Sh

un
jiJ

, 
O

ct
ob

er
 2

00
1,

 p
p.

 1
18

-2
5;

 N
ih

on
 K

ei
za

i 
Sh

in
bu

n,
 1

2 
Ju

ne
 2

00
2;

 1
4 

Ju
ne

 2
00

2,
 7

 J
un

e 
20

02
; 

N
ik

ke
i 

W
ee

kl
y,

 
1 

A
pr

il
 2

00
2,

 2
5 

F
eb

ru
ar

y 
20

02
, 

29
 J

ul
y 

20
02

, 
6 

M
ay

 2
00

2;
 P

ri
m

e 
M

in
is

te
r 

o
f 

Ja
pa

n 
an

d 
hi

s 
C

ab
in

et
, 

'B
as

ic
 P

ol
ic

ie
s 

fo
r 

&
o

n
o

m
ic

 a
nd

 

Fi
sc

al
 P

ol
ic

y 
M

an
ag

em
en

t 
an

d
 S

tr
uc

tu
ra

l 
R

ef
or

m
 2

0
0

2
 (

S
um

m
ar

y)
" 

<
ht

tp
;l

lw
w

,k
am

ei
.g

o.
jp

lf
or

ei
gn

/p
ol

ic
y/

20
02

/0
62

1k
ou

zo
uk

ai
ka

ku
_e

,h
tm

b;
 <

h
tt

p
:/

/ 

w
w

w
.k

an
te

i.
go

.j
p/

fo
re

ig
n/

 p
o 

!i
cy

/2
00

21
 0

 1
25

 m
it

oo
si

_ e
. h

 tm
b

, 
<

ht
tp

:/
/w

w
w

.k
an

te
i,

go
.j

 p
i f

or
el

 g
n

l p
ol

ic
y 1

20
01

 / 
12

11
 k

is
ei

_
s3

.h
 tm

b
, 

<
ht

tp
:/

/w
w

w
.k

an
re

i.
go

.j
p/

 

fo
re

ig
n!

 p
ol

ic
y/

20
0 

I I
 1

2
0

4
y

o
sa

n
_

e.
h

tm
b

, 
<

ht
tp

:/
/w

w
w

.k
an

te
i,

go
,j

p/
fo

re
ig

n/
po

li
cy

/2
00

1/
1]

 2
7k

ai
ka

ku
_ e

.h
tm

b
, 

<
ht

tp
:/

/w
w

w
.k

an
te

i,
go

.j
p/

fo
re

ig
n/

po
li

cy
/ 

20
01

/1
2/

18
ka

ik
ak

u_
e.

ht
m

b;
 T

he
 J

ap
an

 T
im

es
, 

27
 J

un
e 

20
01

, 
9 

A
ug

us
t 

20
02

; 
Y

om
iu

ri
 S

hi
nb

un
, 

21
 

N
ov

em
be

r 
2

0
0

1
,2

2
 M

ay
 2

0
0

2
,7

 J
un

e 
20

02
, 

9 
Ju

ly
 

2
0

0
2

. 

>-
l f;i " E
 ~ n o S :3 ~ "' o '" I ~ o ~ '" '" 



34 JAPAN'S FAILED REVOLUTION 

NOTES 

! Jesper Koll has characterised the 19805 as the 'permanent high-growth paradigm' and the 1990s 

as the 'permanent recession paradigm', See his comments in The Daily Yomiuri, 4 April 2002. 

2 See Aurelia George Mulgan, 'Japan: A Setting Sun?', Foreign Affairs, Val. 79, No. 4, July/August 

2000, pp. 40-52. In this essay, I argued that Japan was unable to engage in fundamental reform 

of its economy because interests opposed to change were institutionalised in various political 

and bureaucratic structures and practices like politicians' personal support groups (kiJenkat) and 

hereditary politics, the special interest cliques or policy 'tribes' (zoku) in the LDp, and the 'descent 

from heaven' (amakudart) of bureaucrats into the institutional infrastructure of economic 

intervention constituted by government-affiliated agencies, including public corporations. 
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20 Professor Sawa Takamitsu, Professor of Economics, Kyoto University, quoted in The Japan Times 

Online, <http://www.japantimes.co.jp/cgi-bin/getartides.p.15?eo20020204ts.htm>. 

21 <http://www. unm.edu!-russian!structuralreform.htmb. 

22 BBC News I ASIA-PACIFIC I Koizumi outlines vision for reform <http://www.bbc.co.uklhi! 

english!world!asia-pacificl newsid_1317000!1317045.stm>. 

23 This last aspect ofKoizumi's structural reform program refers to reform of the Japanese education 

system, which will not be the specific focus of analysis in this book. 

24 Cabinet Office, Government of Japan, <http://www5.cao.go.jp/keizai 1!200210125roitoshi-e.html>. 

25 Intensive Discussion on the Reform of Systems and Policies-Prime Minister's Instruction, 

Informal Cabinet Meeting, 19 July 2002, <http://www.kantei.go.jp/foreignlkoizwnispeech/2002/ 

07/19sijLe.html>, 

26 Opening Statement by Prime Minister Junichir6 Koizumi at the Press Conference on the Passage 

of the fiscal 2002 Budget, 27 March 2002, <http://www.kantei.go.jp/foreign/koizumispeech/ 

2002/03/27kaiken_,.hunb. 

27 asahi,coro, <http://www.asahi.com/english/politics/K2002022000611.htrol>. 



THE POLITICAL CONDITIONS FOR ECONOMIC REFOILM 37 

JS This is starkly illustrated in highly suPPOrted and protected sectors such as agriculture, where a 
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