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Pressure Builds on Mori for Solutions and Leadership 
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The June 25 election for Japan's House of Representatives sent strong messages to the two major political parties: to the 
ruling Liberal Democratic Party (LDP)-get your act together ; to the opposition Democratic Party of Japan (DPJ)-show us 
what you got. While the LDP-led coalition managed to secure an absolute majority, the results were somewhat of a mixed 
victory, as the LDP barely met its minimum election goals and saw its pre-election strength of 271 seats drop to 233-just 
shy of an independent majority. The LDP's coalition partners, the New Komeito and the Conservatives also suffered 
setbacks, Komeito dropping to 31 seats from 42, while the Conservatives fell to 7 from 18. The number one opposition 
party, the DPJ, made dramatic gains, climbing from 95 seats to 127 in the new parliament. The ruling bloc's majority now 
stands at 56.5 percent, down from 66.3 percent. 

As Japan struggles to emerge from a decade of economic stagnation, many observers had hoped that the election would 
provide an opportunity for the nation to set a new course for the twenty-first century-unfortunately, it didn't. Few politicians 
articulated clear policy solutions for Japan's future, let alone short-term policies to build on the meager signs of economic 
recovery. The DPJ focused on the burgeoning public debt, called for a reduction in public works spending and increased 
funding for welfare programs. Leaning more toward status quo, the ruling parties called for more public works spending to 
stimulate the economy and the postponement of the collection of insurance premiums for the state nursing-care insurance 
program. Although these election platforms provided fodder for a constructive policy debate, voters saw the LDP pledges 
and trumped-up achievements as mainly cosmetic and were unimpressed with the DPJ's lack of clear policy vision. The 
DPJ did attempt to address longer-term issues of higher taxation and inflation, yet tended to focus its attacks on Prime 
Minister Mori's verbal gaffes. 

Unexpected Results 

Just before the election, many of the major Japanese dailies predicted a strong ruling coalition victory. Despite bleak 
polling numbers, inclement weather, and a low voter turnout (62.49 percent), the DPJ was able to capture a large number 
of independent voters in the proportional representation vote. The LDP once again depended on rural areas (home to 
many of its traditional vested interest groups in construction and agriculture) for support, while losing ground in urban 
areas. The DPJ enjoyed growing popularity in the cities, particularly in Tokyo and surrounding areas. In the 84 "highly 
urbanized districts" across Japan, the DPJ won 43 seats while the LDP only managed 27 seats. The increasing 
polarization of the two voting blocs-rural and urban-suggests that future elections will only increase the challenges of 
traditional voting patterns. Rural voters continue to return the LDP to power, hoping to continue the pork barrel practices of 
the "old economy." Many urban voters feel threatened by increasing unemployment rates that the LDP-led government 
seems hapless to stop, and are dissatisfied with the level of public services. The opposition was clearly a beneficiary of 
urban discontent. 

An interesting aspect of the election was that voters did not shift allegiance to parties and candidates with radically new 
ideas. There are few dramatic policy differences between the LDP and the Democrats. In this election, most polls showed 
that unaffiliated and undecided voters together made up the largest electoral group for the first time, far surpassing LDP 
supporters. Further attempts at defining policy differences among the parties may hold the key to capturing this growing 
segment of disaffected voters. 

Post-election Maneuvering 

LDP President Mori, who was reconfirmed as prime minister on July 4, faces the daunting task of consolidating the three 
ruling parties. Grumbling exists within the New Komeito, whose members feel that pre-election cooperation with the LDP 
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did little to increase support for Komeito candidates. While over 50 percent of Komeito-supporting voters cast votes for the 
LDP, only 2 percent of LDP supporters cast votes for Komeito. Within the LDP, senior faction leaders (Kato, Yamasaki, 
Kamei) have expressed their support for Mori to remain as prime minister. However, strong feelings of discontent simmer 
among junior and mid-level lawmakers, who feel that Mori's lack of leadership and tact seriously undermined the LDP's 
ability to capitalize on nascent signs of economic recovery in Japan.  

The leading opposition party, the DPJ, is setting its sights on becoming an even stronger player as early as the House of 
Councilors election next year. The party's success or failure will depend on its ability to offer realistic solutions to national 
problems. While the DPJ has been given an opportunity to push the LDP, it has yet to map out concrete policies for fiscal 
reconstruction and educational reform. The recent arrest of former LDP Diet member Eiichi Nakao (who had served as 
Minister of Construction, MITI, and the Economic Planning Agency in the past) for taking bribes has also underscored the 
issue of political corruption. The current anti-corruption law only applies to appointed government officials, not regular 
politicians. The DPJ intends to tap into public outrage over political favors by making this a main issue of debate in the 
coming months. 

Unfinished Business 

Economy: The economy barely grew last year after two consecutive years of contraction. Soaring unemployment remains 
an issue, as well as the nation's ballooning public debt, now estimated to be about 125 percent of GDP. International 
markets are concerned about the lack of a credible policy to tackle the rising debt-prompting Finance Minister Kiichi 
Miyazawa to appeal to Moody's to refrain from downgrading Japan's debt in the aftermath of the election. Retail sales fell 
again in May (2.6 percent year on year-the 38th monthly decline), suggesting continued low consumer confidence.  

Attention centers around two domestic issues-the autumn supplementary budget and whether the Bank of Japan will 
abandon its current zero interest rate policy. Prime Minister Mori, who stressed the need for additional fiscal stimulus in the 
election, has instructed the Finance Ministry to prepare a supplementary budget (estimated to be over ¥500 billion). The 
Bank of Japan reaffirmed its zero-interest rate policy on June 28-a policy that many of its board members see as abnormal. 
Serious resistance to raising interest rates continues from sectors with high debt levels (e.g. construction, retail, and 
wholesale-all core supporters of the LDP), which could face bankruptcy. The recent bankruptcy of the department store 
Sogo will most likely increase calls from the business sector for continuation of the zero-interest policy. 

Most of the government-aided industries (agriculture, construction, small and medium businesses) are in a slump, while 
the most vigorous industries are those that have received no public aid, especially in information technology (IT)-related 
industries. These sectors of the "new" economy in Japan are ironically those that are subject to competitive restrictions 
such as high Internet access charges and other government regulations.  

Security: In addition to the myriad of economic difficulties facing the Japanese leadership, little progress has been made in 
dealing with domestic issues that are affecting the bilateral security relationship. Diplomatic "discussions" over the level of 
Japanese Host Nation Support (HNS) and the relocation of Futenma Air Station in Okinawa have exposed some tension in 
the management of the U.S.-Japan Alliance. Although the two governments agreed on July 10 to continue in principle the 
current level of HNS until March 2006, observers expect continued wrangling over ways to trim unnecessary costs from the 
budget. The Diet also has yet to propose a Yuji Hosei bill (a crisis management law) that would establish the legal 
arrangements to coordinate governmental agency cooperation with U.S. or Japanese forces in a regional crisis. This 
contingency law will be increasingly difficult for the LDP to push through the Diet, due to the increasing influence of 
coalition partner New Komeito, which would be opposed to the bill. 

Diplomacy: Only a few days remain until this year's G-8 Summit is held in Okinawa. As leader of the host country, Prime 
Minister Mori's ability to conduct a successful gathering may well be a harbinger of his political sustainability after the 
summit. High on the agenda is the compilation of a new, basic agreement for maintaining world peace and stable growth, 
while finding ways to maximize the benefits and minimize the externalities of continued globalization. Japan is planning to 
focus particularly on its proposal for an international IT charter. Another topic of debate will be when to start the next round 
of WTO negotiations. Several contentious issues remain among Japan, the EU, and the United States regarding such 
items as genetically modified foods and taxation rules. The summit will be considered successful only if leaders are able to 
agree to constructively address complex issues. P.M. Mori's ability to articulate the IT-centered plan and to deal with the 
fallout from the recent Marine incidents in Okinawa will be watched closely as an indicator of the current administration's 
leadership.  

Outlook 

In an Asahi Shimbun poll released days after the general election, over 60 percent of those polled felt that the ruling 
coalition's weak victory was not a vote of confidence for the Mori administration-even 40 percent of LDP/Komeito 
supporters agreed. The LDP, however, still remains the only game in town-for now. Voters have yet to exhibit consistent 
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support for the myriad of new parties that were spawned from the LDP's only lapse in power that occurred for a short time 
in 1993. Political parties over the past ten years, including the LDP, have failed to address Japan's problems. However, the 
DPJ may have taken the first step toward convincing the public that it may have something different to offer.  

The Diet will convene an extraordinary session from July 28 to August 9. At its opening session, Prime Minister Mori will 
deliver a policy speech (similar to a "state of the union" address) to report the results of the G-8 Summit and the 
administration's agenda. Major issues to be addressed include the autumn supplementary budget and a stronger anti-
corruption bill. Mori desperately needs to set a proactive tone to legislative direction or will risk seeing his second cabinet 
become nothing more than temporary caretakers. Economic, security, and diplomatic-related issues remain that will 
necessitate changes in policy that the Mori cabinet may not be able to implement. Recent polls show that the DPJ's 
support rate has doubled to 19 percent, its strongest showing in two years, while the LDP hovers at around 31 percent. 
The ruling coalition and PM Mori will be hard pressed to demonstrate the leadership necessary to re-instill confidence in 
the voting public before another round of elections next year. The LDP would be wise to view this election as a wake-up 
call. 
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