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Executive Summary

This research project is premised on the fact that by the end of 1980s, Japan’s
model of capitalist had been different from that of Anglo-American style of capitalism
in terms of institutions (e.g. regulations, business organization, norm, value, or
ideology shaping individual’s behavior), the role of government, and the weight of
nationalism. Some political economist characterized Japan’s political economy as
“capitalist developmental state” or “state-guided market system” while calling the
American political economy “capitalist regulatory state “or” market oriented state.”
Japanese state and companies actively intervene in the market in order to promote
producer welfare and international competitiveness whereas the American system
relies mainly on the market which aims at efficiency and the maximization of customer
welfare.

Japan’s political economy as had been characterized above has contributed to
the remarmable economic success in the past four decades following the end of World
War II. But after the bursting of the “bubble” in the early 1990s, the confidence many
Japanese had had in institutions of their country’s capitalism declined, and more
Japanese have begun to believe, that a Japan resembling the Anglo-American model
would rnake the economy efficient and competitive and the government more
accountable to voters.

International pressure has also played in no small part in calling for reforming
Japan’s political economy. This external pressure came about because the Japanese
governments have allegedly overlooked the implications of global economic paradigm
shift for the prolonged stagnant economies. Since the end of the cold war,
globalization process has intensified. The former communist countries have turned to
adopting the market system. “Mega-competition” has begun. Capitalism has
prevailed and proceeded inexorably. Communist threat has virtually gone. The

principle of free market, competition, deregulation, and small government in which



ix

many leaders of Western capitalist countries believe, has dominated the concept of
capitalism. Japan has been criticized for its tardy recognition that it will have to adapt
to the changing world economic paradigm.

More importantly, since the collapse of the cold war in late 1980s Japan has
come under strong international pressure to open its market wider. Additionally, the
1997 financial crisis in Asia which started in Thailand and quickly spread throughout
the region served as a catalyst for change in Japan's political economy.

Thus, in the midst of economic crisis since the bursting of “bubble”, the
external and internal factors have exerted pressures on the Japanese governments to
reform its political economy. As of the early 2000s, the Japanese governments have
undertook the following reforms : (1) deregulation of the economy; (2) financial
reform and liberalization; (3) government reorganization; (4) the enactment of
information access law for transparency; (5) the revision of antitrust policy in order to
promote greater competition; and (6) corporate governance reform.

Japanese governments’ attempt to reform has given rise to the ongoing debate
over whether or not Japan’s political economy is converging with the Anglo-American
capitalism. This debate can be broadly divided into two opposing views, namely the
convergence and nonconvergence perspectives.

The convergence views hold that Japanese-style of capitalism is changing in
conformity with that of the Anglo-American model. The notable changes were the
relationships between government and business ties, between business and business,
and the employment practice. The noncovergence views, on the other hand, are of the
* opinion that Japan’s political economy is not fundamentally changing, but is adjusting
to the changing internal ard extemnal environment.

The main obstable to change in Japan’s political economy in such way as
Ahglo—American market-based democracy is the collusive structure among politicians,
bureaucrats, and vested interest groups who have resisted the reform. Moreover, most

Japanese does not want their political economy to change radically to that of the



Western model. They still believe in capitalism in which competition and market are
managed by the government and not completely relying on market forces. Apparently,
the Japanese governments and its business leaders are trying to “hybridizing” Japanese
style capitalism in that there will be more competition, but is still under government’s
control, and allowing greater capital and labor mobility, but this must not lead to
excessive competition in order to avoid ‘confusion in the market.’

Moreover, many Japanese attribute the growing income disparity between the
rich and the poor to Prime Minister Koizumi Junichirs’s structural reforms which
result in excessive competition and deregulation.

However, Japanese government and private sectors have in fact undertook
substantial reforms. Yet Japan never emulated the Anglo-American model. They
selected reforms to modify or reinforce preexisting institutions rather than to abandon
them. In a word, it is a cosmetic, not a fundamental, change.

Nontheless, since the post ‘bubble’ in the late 1980s there have been some
important changes. In the political arena, the end to single party rule by the LDP has
changed the policymaking environment significautly. The weakness of the LDP in
the1990s and the arrival of LDP-led coalition government inspired the opposition
parties to play a stronger and more vigilant watchdog role. Besides, civil society and
the NGOs participated more actively in the public policy-making.

However, notwithstanding more open political competition and more
transparent policymaking process in Japan, understanding Japan’s political economy
and predictions of Japan’s future direction have become more rather than less difficult.
In the past, statements by certain bureaucrats could be assumed to be definitive
pronouncement of future policy direction, At present there are more actors, and the
political game is still evolving. The bargain over policies has become more complex
and unpreditable. In the economic sphere the NGOs and the ‘market’ forces carry
more weight. Even the formation of foreign policy and external economic policy is

becoming more contested, open and subject to broader political influence and control.
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These changes profoundly affect the way m which foreign governments, must now
relate to domestic political process in their dealing with Japan. Therefore, these
countries including Thailand will have to closely follow a changing Japan in order to
efficiently and effectively protect and promote their national interest.

Thailand should pay particular attention to the issue of Japan’s agricultural
polics and policymaking since it is desirous of Japan opening up argriculatural market.
Among all Japanese economic sectors, the agricultural sector is one of the least
competitive sector and the most closed market. In the past, Japan’s agricultural
support and protection system has encountered weak countervailing pressure from
business group representing Japanese industrial exporters concemed about possible
trade retaliation for Japan’s closed agricultural markets, But now industries hurt by
agricultural tariffs, including general trading companies, food processors, and
supermarket and restaurants chains, protest their position to the Ministry of Agriculture
Forestry, and Fisheries when it invokes temporary tariff hikes in order to protect
domestic producers.

Therefore, Thailand should seek allies in Japan in order to apply stronger

pressure on the Japanese government to open up agricultural market.
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Abstract

This research project is premised on the fact that by the late 1980s Japanese-style
capitalism is different from that of Anglo-American model of liberal capitalism in terms of
institutions (e.g. regulations, business organization, norm, values or ideology shaping individual's
behavior), the role of state, and the weight of economic nationalism. The Japanese model of

capitalism has contributed to the remarkable economic success for the past four decades

following the end of World War I1.

However, since the bursting of cconomic bubble in the early 1990s and the ensuing
prolonged economic stagnation, there have been domestic and external pressures on the Japanese
govemments and business sector to reform the country’s political econoray. By the first half of
2000s, both the Japanese governments and the business world have embarked on the following
reforms: (1) the deregulation of the economy; (2) the liberalization and reform of financial sector;
(3) the government reorganization; (4) the enactment of ‘information disclosure’ law to promote

transparency; (5) the revision of anti-monopoly law to promote greater competition; and (6) the

corporate governance reform.

The main objective of this research is thus to assess whether or not Japanese political
economy in the post —bubble period has been transformed to make it resemble Anglo-American
capitalism in conformity with the ‘convergence theory.” The central findings of the research are
that: (1) Japan has made an attempt to adjust its political economy to suit the changing domestic
and external environment without abandoning its state-led market economy; (2) Japanese
political economy remains esééntially different from that of the American model of consumer-
oriented market economy; (3) all the reform measures undertaken thus far by the government as
well as by the business sector were meant to improve the existing political economy while the
state has continued to manage the competition by allowiﬁg a greater labor mobility and capital
inflow; and (4) to the extent that change has occurred, it was cosmetic, not fundamental, one, or

change not according to the Anglo-American model, but change in distinctively Japanese ways.
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Minisiry of Environment
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Minisiry of Land, Infrastructure and

Transpon <

Environment Apency

Ministry of Transport

Ministry of Construction

National Land Agency

Ministry of Economy, Trade and Industry

Hokkalds Nevelopment Agency

Ministry of Agriculture, Forestry and
Fisheries

Minizwry of Fatematianal Trade
And Imbpry

Minidry of Agriculture, Ferestry
And Flawerle

Ministey of Health, Labour and Welfare

Ministry of Hesth and Welfare

Cabintl

Ministry of Education, Culture, Sport,
Science and Technology

Ministry of Labour

Selence snd Technology Agemcy

C1

Minbiary of Education

Ministry of Finance {*Zaimusho®)

Ministry of Finance ((Okurashe)

Ministry of Foreign Affairs

Ministry of Foreign Affaicy

Ministry of Justice

Ministry of Justice

Ministry of Public Management, Home

AfTairs, Posts and Telecommunications

Ministry of Postsand

Telecommunications

F ¥

Ministry of Heme Affsirs

Defence Agency

Financig Reconmruction Comminlen

Defence Agency

National Public Safety Commission

Nationsl Public Safety Cemmibuion

Oklnawa Develapment Agency

fius: Jan Neary, The State and Politics in Japan (Cambridge: Polity Press, 2002), p. 125.

1

E iec Flanning Agency

Prime Minigter's Office
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Prime Minister

Chief Cabinet Secretary

Cabinet Secrewariat {377)

Permanent Vice-Ministers (3)

Political Affairs Admin Affairs
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Crisis Management Bureau

—

Supplementary Cabinet Public Cahinet information Cabinet General
Permanent Relation Ofice Research QTice Affairs Office
Secretaries (3)
Cabinet Office Deflence Apency Natkmal Publi: Safety
Cormmizxion
Financial Imperia 3 senior vice-ministers 1 senior vice-minister (National Police Agency)
Bureau Household 3 parliamentary 2 parfiamentary
Agency Secretaries Secretaries
(766) (L114) (2,245) (24,478) (7,634}
Minbtry of Public Mininiry of Justice Ministry nl'Futlign Aflairs Miaistry of Finance Ministry of Educstom
Masagement

2 senior vice-ministers

1 vice-ministers

2 vice-ministers

2 vice-ministers

2 vice-ministers

3 parliamentary I parliamentary 3 parliamentary 2 parliamentary 2 parliamentary
Secretarics Secretaries Secretaries Secretaries Secretaries
(303,819) (50,991} {5,283} (79,011} (139,725)
Mimisiry of Health, Labuuz Mimistry of Agricubure, Ministty of Economy, Trade Ministry of Lamd, Ministry of the Environment
and Wellare Forcstry and Fisherics and Indugtry Infrastructure and Transport

2 senior vice-ministers
2 parliamentary
Secretaries

{100,518)

2 senior vice-ministers
2 parliamentary
Secretaries

(41,933)

2 senior vice-ministers
2 parliamentary
Secretaries

{i2,381)

2 senior vice-ministers

3 parliamentary
Secrelarics

(68,248)

| seniar vice-ministers
| parliamentary

Secretaries

(1131}

an: Ihid., p. 126.
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MTNA L1 wuuiwumsinu lanussugie

TEYZIIN wavdevazveamadula | tuusuvesnsAnla
Y94 GDP

1956-1973 9.2 nsay Inga
(181)

1974-1991 39 mydu lnoonaliiadosam
(181 (-5.3)

1992-2001 0.9 M3iAu lrenareiniu
(101l (-3.0)

2002 - 2006 2.0 Hudaetradatue

1) (+1.1)

A ﬂ%’uﬂ;a 917 GDP growth rates from National Accounts and Economic Planning

Agency 81alu Hasegawa Harukiyo, “The Political Economy of Japanese ‘Corporate

Governance’ in Glenn D. Hook, ed, Contested Governance in Japan {London and New

York: Routledge Curzon, 2005), p. 216; The Nation, Feb. 18, 2006; Bangkok Post,

December 26, 2006.
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Single-seat districts

ﬁ'm : Kabashima Tkuo and Sugawana Taku, “Lessons from the LDP Landslide,” Japan
Echo 12 (December 2005}, p. L1.

Proportional-representation segment Total
2000 2003 2005
W00 003 2005 : 000 03 2005
Skals won Voleshare  Seattwon Voleshate  Seatswon  Vote share

Uberdl Democratic Party 177 168 219 56 28.0% 9 350% 77 38.2% ny W M
New Kbmeits 7 9 8 pl] 13.0% pi 148% n 133% 1 UM N
Demooratic Party of Japan 80 105 52 17 ¥BI% ., 374% ¢ 61 .0% 127 177 3
Japanese Communist Paty 0 0 0 0 11.1% 9 78% 9 73% 20 9 9
Social Democralic Party A 1 1 15 9.4% 5 51% 6 55% 19 6 7
People’s New Party - - 7 - - - - 2 17% - - 4
New Party Nippon - = 0 - - - - 1 24% - - 1
New Party Daichi - - 0 - - - - 1 0.6% - - 1
Independent - - n - - - - - - - =y
tibers) Party 4 - - 18 11.0% - - - - 2 - -
- Comservative Party 7 4 - 0 04% - - — - 7 4 —
Qlther N1 5 0 1.5% -~ — - - noon 5
Tolal 300 300 300 180 100% 180 100% 180 00% 480 480




~ o
MINN L3 Nﬁﬂ'lﬁlaeﬂﬂ\lﬂﬂ']q»!

MANUIN 4

158

LDP | Komeito | DSP JNP SDP | JCP | Sakigake | DRP | Others | Independents | Total
parties
1980 | 69 12 5 - 22 7 - - 3 8 126
1983 | 68 14 6 - 22 7 - - 8 1 126
1996 | 72 10 5 - 20 9 . - 4 6 126
1989 | 36 10 3 - 46 - 11 5 10 126
1992 | 68 14 4 4 22 6 - 0 4 5 127
NEP
1995 | 49 40 16 8 3 2 2 6 126
DPJ LP New
Komeito
1998 | 45 27 6 9 5 15 0 - 0 19 126
2001 | 64 26 6 13 3 5 - - 1 3 121
2004 | 49 50 - 11 2 4 - - 0 5 121

7A11: 819U Foreign Press Center, Japan, Facts and Figures of Japan 2006

(Tokyo: Foreign Press Center, 2006), p. 43.
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#111: Bank of J apan, “The Improvement in Corporate in Earning and Its Implications for
the Japanese Economy,” November 10, 2005, p. 34. onlu Kojima Akira, “Groping
Toward a New Growth Pattern,” Japan Echo 2 (February 2006), p. 9.
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