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 Screen: Happy Days  by John F. Neuffer 

panese economy may be in terrible shape, but you’d 
 it from the public’s evaluation of Prime Minister 

chi these days. Last Tuesday, the Asahi Shimbun 
n opinion survey that showed Obuchi’s public 
ting at 37 percent, up five points from last month 
hest it’s been since coming to office.  Remember 
e guy who was supposedly dead on arrival last 

he big turnaround?  For starters, by bringing the 
rty on board in January and seducing the New 
ith policy handouts, the LDP has imposed a degree 
 on Japanese politics not seen in years. 

i must have pinched himself last Friday when the 
e passed the fiscal 1999 budget.  Even if the upper 
ts the spending package, it automatically becomes 

rch 20 because the lower house constitutionally has 
y on the matter.  That means the budget will win 
al faster than any in post-war Japan. 

n control of 305 seats in the 500 member lower 
uchi has been moving legislation through that 
rtually unchallenged and the public seems perfectly 
 this arrangement. 

upper house, where the ruling alliance is 10 seats 
jority, the LDP has been working feverishly to chip 
position solidarity by wooing the New Komeito, 

rols 24 upper house seats.  The LDP knows that the 
ito is concerned about doing well in local elections 
n April.  Last week, for instance, the LDP caved to 
by agreeing to decrease taxes on middle-income 
, expand financial assistance to families with 
d senior citizens and bolster scholarship programs 
s.  With the deal, the New Komeito has said it will 
islation to pass ¥9.3 trillion in tax cuts, a critical 
the government’s efforts to revive the economy. 

 the other opposition parties, they’ve utterly failed 
a credible challenge to Obuchi.   Sure, Japan’s 
position force, the Democratic Party, has been 
buchi for loading up the budget with pork-barrel 
r Japan’s famously inefficient construction 
  But the party has been afraid of making an 
attempt at blocking the spending package over 

that the media will label it as obstructionist.  
the Democrats haven’t offered any serious new 

for putting this economy back on its feet.  Heavily 
on labor, Party President Naoto Kan is not about to 
ainful economic restructuring measures that would 
er unemployment. 

effective opposition aside, one of the biggest 
uchi is getting higher approval ratings stems from 

the growing public belief that he is beginning to get a handle 
on the economy.  In addition to passing the state budget in 
record time, the Financial Reconstruction Commission is 
making the prime minister look like he’s doing a good job of 
healing the country’s sickly banks.  About to dole out ¥7.45 
trillion in taxpayer money to them, the FRC is receiving lots of 
positive press for the discipline it’s apparently imposing on the 
financial sector. 

The LDP has also managed to head off the crisis ignited in 
December when the finance ministry’s Trust Fund Bureau 
abruptly said it would stop buying government bonds. That 
drove bond yields up dramatically and with it long-term 
interest rates – the last thing this stuttering economy needs.  
By publicly browbeating the Bank of Japan, the party forced it 
to begin guiding the unsecured overnight call rate down from 
.25 percent to near zero.  Then MOF announced last week that 
the TFB would resume purchases of government bonds until 
the end of the fiscal year. The two steps immediately drove 
down long-term interest rates. 

Obuchi has been getting help from the Clinton 
administration, as well.  In spite of the growing bilateral trade 
deficit, the U.S. Treasury is now signaling it believes 
monetary easing is the last economic tool left to Japan.  That 
means a weaker yen and more exports -- just the ticket for 
Obuchi. Trade friction be damned. 

Obuchi is hoping his massive budget and the bank bailout 
scheme will breathe life back into the economy.  Once all the 
money is spent, however, will Japan be able to cope with its 
enormous public debt and will it be headed for sustainable 
growth?  In light of the short shrift the LDP is giving to 
deregulation and its desperate attempts to keep afloat deadbeat 
companies that support the party, there’s ample reason to 
believe that any growth Japan manages to achieve in fiscal 
1999 will amount to no more than a dead-cat bounce.  But 
that’s a long-term problem for Obuchi.  He has more short-
term political objectives on his mind, such as the local polls 
this spring and the LDP presidential race in September. 

Behind the Screen is written by John F. Neuffer, a Senior 
Research Fellow at the Mitsui Marine Research Institute, a 
think tank established in 1989.  The views expressed herein 
are those of the writer, not of MMRI.  This article first 
appeared in the Behind the Screen issue of February 22, 1999, 
and can be found at http://www.behindthescreen.com 

 


	Number 8    February 26, 1999


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


