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% NJune 30, 1994, the Liberal Democratic Party (LDP) regained
8 control of government when it formed a ruling coalition with
./ the Social Democratic Party of Japan (SDPJ) and the New Party
Sakigake (sakigake means “pioneer”). The LDP had been the ruling
party from 1955 to 1993, but it was ousted from office after the general
election of the House of Representatives (Lower House) in July 1993.
After unhappily sojourning with the opposition for almost 11 months
while two consecutive non-LDP administrations, the Hosokawa and
Hata cabinets, held power, the LDP allied itself with the SDPJ and Saki-
gake and recommended SDPJ] Chairman Murayama Tomiichi as their
joint candidate for prime minister. Two weeks after this three-party
coalition government was created, it issued a package of policy initia-
tives that had originally been proposed by the SDPJ and Sakigake. One
of the major components of the plan was administrative reform, es-
pecially the reorganization of tokushu hojin, or public corporations.’
These quasi-governmental organizations dealing with public finance
and business operations have been the focus of public criticism for their
inefficiency and for “interfering” with private business activities.

On February 24, 1995, the Murayama administration decided its
public corporation reform plan, proposing that of the approximately
9o public corporations one be dissolved, three be privatized, and 14 be
reorganized to form seven corporations.? This plan led to considerable
public resentment. Why so little change, said critics, despite the broad
public call for “small government”? The plan would only reduce by 11
the total number of public corporations, while their functions would
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largely be continued by transferring them to the surviving public cor-
porations or to their previously affiliated ministries or agencies. Critics
concluded that the reform initiative meant “almost nothing” (Matsu-
bara 1995, 113}, and “ended miserably” (Otake 1997, 20). However, I
believe that this severe criticism actually reflected the gap between
the high public expectations generated by Prime Minister Murayama'’s
initial reform proposals and the blueprint later agreed upon by the three
parties.

If one takes a historical perspective in examining administrative
reform in Japan, the Murayama public corporation reform plan can be
regarded as having been relatively successful. Japanese administrations
had attempted several reform schemes in the previous three decades,
with little success. The most recent prior to Murayama, an initiative
by the Third Provisional Council for the Promotion of Administrative
Reform (Third Reform Council) in 1993, which will be described in de-
tail later, failed completely.® By these standards, the Murayama reform
effort made considerable progress. The number of public corporations
eliminated by the Murayama reform plan also compared favorably with
past reform schemes, and was as ambitious in this respect as the well-
regarded Ohira administration reform plan of the late 1970s, which
reorganized 13 of the public corporations.

The Murayama plan undoubtedly influenced all the public cor-
porations by issuing guidelines for upgrading their activities and or-
ganization. Most significantly, Murayama’s initiative can be regarded
as having set the agenda for administrative reform by the three-party
coalition. This compelled the succeeding LDP government of Prime
Minister Hashimoto Ryutard, who replaced Murayama in January
1996, to commit itself to administrative reform as a major policy. It
was noted at the time that the Murayama reforms actually restricted
the specific policy choices of the Hashimoto administration (Otake
1997; Mikuriya and Watanabe 1997, 181).

Thus, the Murayama reform plan for public corporations, while not
an unqualified success, at least equaled the achievements of past LDP
administrations. In this chapter, Iwill examine how the Murayama ad-
ministration formulated its reform plan and will analyze the pattern
of policy making by the three-party coalition. The chapter will address
particularly such questions as whether the shift from a one-party gov-
ernment to a coalition government brought about any changes in the
policy-making process or outcomes.
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stronger incentives to carry out administrative reform. The coalition
framework forced the LDP to compete with its coalition partners to
claim credit for new policies and, at times, to compromise with its
partners in policy decisions. In the case of public corporation reform,
Sakigake took an opposing stand, strongly insisting that more than
one-third of the approximately go public corporations be reorganized
or privatized.

Moreover, because the LDP had been thrown out of office for the
first time in its almost 4o-year history, due to party reshuffling, LDP
politicians now became concerned that with the adoption of new elec-
toral reform laws they would lose control of the government again in
the future. These changes seemed to loosen the close cooperative links
between the LDP and bureaucracy that had been forged during the
LDP’s long-term rule. Geddes (1994) uses several Latin American na-
tions as examples in arguing that government leaders in a two-party
system are more likely to carry out administrative reform than those
under one-party dominance. She claims that the two-party system,
where ties with the bureaucracy are fairly evenly distributed among the
major parties, provides political leaders with more incentives to carry
out reform. I would argue that LDP politicians, correctly or not, inter-
preted the new electoral system to be a simple “Westminster” model,
e.g., single-seat districts with plurality rule. Thus, they seemed to dis-
play obsessive concern that the electoral reforms would result in a
two-party system in the future.

On the other hand, however, the coalition government increased
bureaucratic autonomy and made administrative reform more diffi-
cult. The principal-agent theory posits that multiple principals enlarge
the manipulatable space that agents can enjoy. Hammond (1994 ) writes
that the differing policy preferences of the various governing parties
in a coalition cabinet create a large policy space within which bureau-
crats can maneuver. In the case of the Murayama cabinet, I would ar-
gue, the bureaucrats took advantage of this “manipulatable space” to
defend their interests and dilute the proposed public corporation re-
forms.

The next section of this chapter will review the chronology of pub-
lic corporation reform plans under earlier LDP rule and during the
Murayama administration. The chapter will then examine the reform
process by the three-party coalition, in terms of the strategies of the
respective participants and the procedures for decision making.
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Management and Coordination Agency). Especially in the case of the
Ohira administration’s reform, each ministry was assigned a numeri-
cal goal for public corporations, requiring them to merge superfluous
corporations when necessary. Since this type of dispersed decision-
making resulted in fragmented policy, rank-and-file members of the
LDP held veto power in the subdivisions of the LDP’s Policy Research
Council.

These two types of administrative reform proved effective in
bringing about desired outcomes in some cases but not others. There
seemed to be no causal relationship between the type of policy mak-
ing and its outcome. For example, reform of public corporations under
the Ohira cabinet, which was driven by public criticism over bribery
scandals involving the Japan Railway Construction Public Corp. and
Japan’s international telephone carrier, KDD (Kokusai Denshin Denwa
Co., Ltd.], succeeded in rapidly reducing the scale and number of pub-
lic corporations. The Second Rincho was also able to carry out dra-
matic reforms, with the partial privatization of three major public
corporations: the Japanese National Railways, Nippon Telegraph and
Telephone Public Corporation, and Japan Tobacco and Salt Public Cor-
poration.

RECENT PUBLIC CORPORATION
REFORM EFFORTS

Third Reform Council

This advisory council, which was organized by the Prime Minister’s
Office and operated from the fall of 1990 to the fall of 1993, discussed
reform of public corporations. After being asked to do so by Prime
Minister Miyazawa Kiichi in September 1992, council members dis-
cussed the role of government and organizational problems in the bu-
reaucracy. The council suffered from an early failing: Its members tried
to identify problematic public corporations at the beginning and pro-
pose specific reform plans for them, rather than creating a general
guideline for reform.

From February to April 1993, the council held hearings to which it
invited bureaucrats representing each ministry holding jurisdiction
over the problematic public corporations it had previously identified.®
On April 6, the council publicized an interim report that included spe-
cific names of 34 public corporations that had been discussed during



















































