participating
In history

o outsiders, every country’s political system
seems complicated. The U.S. president, for

example, is elected indirectly by means of an
obscure institution called the Electoral College -
which isn’t a college at all. It seems strange even to
many Americans that the president of a democracy
is not directly elected by the voters. And then there
is France, which has both a president and a prime
minister, and these two can sometimes represent
different parties.

Japan’s political system is no exception. In form, it is
based on western institutions. Members of the Diet
(parliament) are chosen in open and contested elec-
tions. A prime minister and cabinet administer the
laws passed by the Diet. The judicial system is elabo-
rate and respected. The constitution guarantees free-
dom of speech and property rights that are essential
to the operation of a market economy.

The system in practice, however, has major
differences from our own. One of the most salient
from a business perspective is the relationship
between career bureaucrats and elected Diet
members. Japanese elected officials — including the
prime minister — have far less actual power than do
our president or members of Congress. Conversely,
the authority of career officials far outstrips that of
U.S. civil servants.

The power given to ministry bureaucrats derives
historically from the Confucian concepts that
government should be by highly educated officials
(mandarins) who have wide decision-making
discretion within a broad legal framework and, in
practice, little accountability for their decisions.
These elite officials provide elected Japanese
Cabinet ministers — their nominal bosses — with
guidance on what is best for the nation. They
draft virtually all legislation, and all the
implementing regulations.
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For their part, Diet members, especially ruling
Liberal Demaocratic Party members from rural
districts, have concentrated on delivering value to
their constituents in the form of massive public
works projects and protection from foreign
competition. Consequently, Japan’s spending on
public works is three times that of the U.S. and
supports over 500,000 construction companies that
employ 11% of the workforce.

During the high economic growth period of the
1980s, the system seemed to work well. Japan even
had the most evenly distributed income in the
world. Indeed, “Japanese-style”” democracy was
lauded along with Japanese business management
practices as a model for other countries, especially
in the developing world.

The collapse of the economic bubble, however,
called into question the system’s long-term viability.
With the national debt spiraling upward, and the
pension and health-care systems facing funding
crises, Prime Minister Junichiro Koizumi has made
deregulation, cutting back on public works,
attracting foreign direct investment (FDI) and
privatization of massive public corporations (such as
Japan Post) centerpieces of his economic policy. In
short, the prime minister aims to lighten the heavy
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hand of the ministry bureaucracies from the
economy and replace it with greater market
orientation and openness.

The ACCJ has publicly supported the prime
minister and his Cabinet in this epochal under-
taking and participated in advisory councils dealing
with economic reform. Our suggestions — such as
adopting public comment periods and “no action
letters” for improving transparency, predictability
and implementation of regulations — are being
adopted, albeit reluctantly by some ministries. Our
support of the government’s goal of doubling FDI
in five years has been heavily covered by the
Japanese press.

A recent article in the Nihon Keizai Shimbun
described the ACCJ as providing the Japanese
government with “pearls of wisdom” for economic
reform. That the ACCJ has standing in the political
decision-making process of Japan is not only a
tribute to the efforts of our members to fashion
constructive proposals, but also a reflection of the
historical movement away from a Confucian to a
more open and inclusive system of government.
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