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Japanese Prime Ministers under the Spell of Fiscal Soundness:
From the Ohira Administration to the Hashimoto Administration

Ryunoshin KAMIKAWA

Abstract

This article examines what has motivated many prime ministers and influential politicians
to endeavor to recover fiscal soundness from the Ohira Administration to the Hashimoto
Administration (1979-1998). In Japan, there has been little possibility that the sovereign debt
crisis would occur, as the situation of excess domestic savings has been continuing. Public
choice theory says that it is rational for politicians to spend more government expenditures
than tax revenues due to fiscal illusion. Therefore, the government would not be likely to
attempt an unpopular tax increase or spending cuts. In reality, however, many prime
ministers have attempted to introduce a large-scale consumption tax, raise the consumption
tax rate, and reduce the fiscal expenditure. Public opinion has been against these offers and
many of these prime ministers were forced to resign. Why have many prime ministers made
irrational decisions to tackle these unpopular policies without postponing them, in spite of
endangering their positions as prime minister? This article makes clear that most of them
except Ohira tried to recover fiscal soundness not for their political ideas but for their
political interests. Their motivations were as follows: (1) to secure financial resources
needed to reduce direct taxes, (2) to take over the policies of the former prime minister in
order to succeed to the prime minister’s post, (3) to build and maintain a close relationship
with the Ministry of Finance, (4) to gain unifying power of the administration through
tackling hard issues such as fiscal reconstruction, (5) to take office as prime minister under
the banner of fiscal reconstruction, (6) to blame rival parties and/or politicians for their

irresponsible fiscal policy.
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