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4Notes


5***1ACs and 1NCs***1AC DPJ Good


61AC DPJ Good


91NC DPJ Bad


11***U/Q*** Consumption Tax YES


12Consumption Tax YES


14Coalition on Financial Reform YES


15AT: No public support for consumption Tax


16Kan Popular


17All Agenda NO – Gridlock


20Economic Reform NO


21Economic Reform NO – Elections


22Consumption Tax NO


23Coalitions NO


25LDP coalition NO


26Kan Unpopular


28DPJ Weak


30DPJ unpopular


31Uniqueness Overwhelms the Link


32AT: Uniqueness Overwhelms Link – No Agenda for DPJ


33Resignation Inevitable


34A2: Resignation Inevitable


35***Links*** Futenma Remove Popular


36Futenma Remove Popular


37Base Unpopular


38Kan Futenma Fail Causes Resignation


39Futenma Winners Win


40General Winners Win


42Squo = Kan Pol Cap Usage on Futenma


43LDP Likes Futenma Re-location


44Okinawa Key to LDP/DPJ coalition


45Futenma Stops Coalitions


46Futenma Remove Unpopular


47Futenma Remove Hurts Kan – Flip-Flop


48Economy Key- Not Futenma


50Futenma Not Key


51***Internal Links*** Popular Kan Key to Financial Reform


52Popular Kan Key to Financial Reform


53Kan Legitimacy KT Agenda


54Coalition KT Consumption Tax


55Concessions KT Coalitions


56Coalitions KT Stop Gridlock


57Coalitions key to the economy


58Coalition Key to Postal Reform and Econ


59Kan Can Force LDP/DPJ Coalition


60AT: Coalitions Pass Policies


61AT: Coalitions


62***Impacts*** Kan Economic Policy Bad


63Kan Bad – Economy


64Kan Bad – Corporate Tax Rate


65Kan Bad – Consumption Tax


68Consumption Tax Bad – Economy


69Consumption Tax Bad – Deflation


70AT: Debt Impacts


72Kan Bad – US-Japan Relations


73Kan Bad – India Reactors


74DPJ rule creates political instability


75Weak DPJ Bad – Econ


76Weak DPJ Bad – Alliance


77Kan Good – Japan Policy (No Turns)


78Kan Good – Climate Bill


79Kan Good – Forests (Warming)


80Kan Good – Japan-China Relations


81Kan Good – Postal Reform (Econ)


82Postal Reform Good – Relations


83Kan Good – Business Support


84Kan Good – Economy


86Kan Good – Deflation


87Kan Key Economy


89AT: Kan Impact Turns


90Kan = Weak Yen


91Economy Key to International Relations


92Stability Impact – Economy


93Stability Impact – Japan Regional Influence


94Gridlock Impact – Debt


95Gridlock Impact – Credit Downgrade


96Gridlock Impact – BOJ (Econ)


97Stability KT Deterrence


98Japanese Stability KT Asian Stability


99Corporate Tax Cut Good


100Consumption Tax Good


101Consumption Tax Good – Stops BOJ Involvement


102Coalition KT Japanese Econ


103Coalition = Better Policy


104Econ Collapse Timeframe


105***Your Party*** Coalition YES


106Coalition NO


107Link: Supports Alliance


108Your Party Key


109Your Party Coalition KT Agenda


110Your Party = BOJ


111Your Party-DPJ Alliance = BOJ solution


112Your Party-DPJ Coalition Good – Deflation (BOJ)


113***New Komeito*** Link: Okinawa


114No Coalition


115Policy-By-Policy Coalition


116***Ozawa***1NC Ozawa Good


1181NC Ozawa Good


120UQ – Ozawa Up


121AT: Funding Scandal


122UQ – Ozawa Weak


123UQ and IL – Ozawa Challenge


124Strong Kan KT Stop Ozawa


125Kan-Ozawa Alliance Good – Gridlock


126Ozawa Bad – DPJ Support


127Kan Re-election KT Stability


128Ozawa = No Consumption Tax


129Ozawa Good – Japan-China Relations


130Sino-Japan Relations Impact


131Ozawa Impact Trick


132***Random*** Japan Econ Rising


133Japan economy key to world economy




Notes
Links and impacts both go both ways nicely; the only reason there aren’t flipped 1ACs and 1NCs is that the uniqueness is all flowing the other way right now. Doing some more work on coalitions would probably yield a scenario for later in the year. The Ozawa scenario is based on an election within the DPJ set for September 5. After that, all of this evidence may be essentially worthless, because Kan might not be the prime minister. This will make things rather dicey for Japan affs at greenhill.
***1ACs and 1NCs***1AC DPJ Good

DPJ lost the election to the LDP – this ensures policy gridlock in the upper house

Klinger, 7/15   Senior Research Fellow for Northeast Asia at The Heritage Foundation's Asian Studies Center,  From 1996-2001, Klingner was the Deputy Chief for Korea in the CIA's Directorate of Intelligence,  20 years in the intelligence community working at the CIA and Defense Intelligence Agency (Bruce, “More political stalemate for Japan”, http://www.heritage.org/Research/Commentary/2010/07/More-political-stalemate-for-Japan, 7/15/10, JPW)
Hatoyama's troubled tenure The DPJ lost its initial strong public support after Hatoyama and Ozawa became embroiled in money scandals, tarnishing the party's reputation and undermining its claims of clean politics and transparent governance. The prime minister was also derided for lacking a strategic vision and his frequent policy reversals. United States officials privately referred to the DPJ as "amateurs" due to the party's non-existent policymaking process and inability to make decisions. Hatoyama's ineptitude, coupled with the DPJ abandoning several of its campaign pledges, triggered plummeting approval ratings from an increasingly cynical and embittered electorate. After Hatoyama and Ozawa resigned, the DPJ enjoyed a resurgence of public approval. But DPJ optimism for the Upper House election proved to be short-lived since its problems went beyond Hatoyama and were instead endemic to the party's policies and processes. That the DPJ chose Hatoyama as its first leader after its unprecedented 2009 electoral victory reflected poorly on the party and its future potential for success. Having to go to the bullpen for a relief pitcher in only the second inning of the baseball game doesn't instill confidence in the DPJ. Newly-selected Kan saw his disapproval ratings surpass his approval ratings after only one month in office, far quicker than any of his predecessors. A year ago, it was common for Japan watchers to predict that the DPJ would gain enough seats in the July election to secure a unilateral majority; that it would no longer be reliant on coalition partners; and that by punting the leftist Socialist Democratic Party from the ruling coalition, the DPJ would adopt more centrist foreign and security policies. Instead, the DPJ defied pollsters by doing more abysmally than even the most pessimistic prediction. The DPJ won only 44 seats, far short of its goal to retain its 54 contested seats. A year ago, expectations had been the DPJ would garner 60 or more seats, giving it a sole majority in the Upper House when combined with its 62 uncontested seats. DPJ coalition partner the People's New Party lost all three of its contested seats, leaving it only with its three uncontested seats, giving the coalition a total of 109 seats, far short of the 122 necessary for a majority. As a result of its underwhelming election results, the DPJ coalition can no longer ensure approval of its legislative initiatives. Although the DPJ has a majority in the more powerful Lower House, it does not have the two-thirds majority necessary to override bills rejected by the upper house. A "twisted parliament" portends even greater legislative stalemate and political gridlock. The main opposition LDP, banished with disdain by the electorate following last year's Lower House election, rebounded with 51 seats, up from 38, for a total of 84 in the Upper House. The LDP shouldn't become complacent about its victory, however. Just as the DPJ won last year's election mainly because it wasn't the LDP, the LDP gained ground on Sunday simply because it was moderately less offensive to voters than the DPJ. The LDP must guard against claiming vindication since it too has failed to articulate coherent alternative policies. The LDP will likely adopt the obstructionist tactics that the DPJ utilized when it was the opposition, namely blocking all legislation and then blaming its opponent for the political stalemate.

The Futenma air base issue is contentious – solving it overcomes a crucial test for Kan

CNA 10 (“Japan PM faces first big test” 4 July 2010 Channel News Asia http://www.channelnewsasia.com/stories/afp_asiapacific/view/1067491/1/.html) AK
A majority would see both houses controlled by a single party for the first time in two decades and analysts say this is crucial in fostering stability as Japan looks to turn around an economic "lost decade".  "Japan has utterly lacked political leadership," said Naoto Nonaka, professor of Japanese politics at Gakushuin University in Tokyo. "Japanese industries are still competitive and what they need is political initiative" to guide the stagnant economy onto a fresh growth path, Nonaka said. "Japan is facing a crucial test." Hatoyama resigned because he had mishandled a dispute over the relocation of the US Marine Corps Air Station Futenma, triggering local protests, losing Socialist coalition partners and souring ties with  Washington.  "Although prime ministers have changed, nothing has been resolved yet (on Okinawa)," said Koji Nakakita, professor of politics at Tokyo's Rikkyo University.  "The Okinawa issue remains a grave task."

Specifically, Kan needs a win to get his consumption tax passed
GLOBAL POST 7/16
[“Japan economy: The wrath of Kan”, http://www.globalpost.com/dispatch/japan/100715/global-economy-japan?page=0,2]
The public’s gripe with Kan is rooted in his confused approach to the scale and purpose of his proposed tax changes, a criticism he accepted in the immediate aftermath of defeat. “I am sorry that my remarks were misunderstood," he said. "The election result shows that the country needs to have a proper debate before any decision is taken on tax." Martin Schulz, senior economist at the Fujitsu Research Institute in Tokyo, believes Kan could win the tax debate as long as he proves his credentials in other policy areas, such as social security spending and wresting power from the elite bureaucrats who have run Japan’s postwar economic policy.“There is a general acceptance that the sales tax has to be raised eventually. But people are only willing to trust a government with a proven track record of acting responsibly, and the DPJ haven’t done that yet,” Schulz said, referring to the Democratic Party by its acronym.
1AC DPJ Good
Absent consumption tax increases Japanese economic collapse is inevitable

The Economist, 4/10 (4/10/10, “Crisis in Slow Motion; Japan’s Debt-Ridden Economy”, http://www.lexisnexis.com.proxy.lib.umich.edu/us/lnacademic/results/docview/docview.do?docLinkInd=true&risb=21_T9621498533&format=GNBFI&sort=BOOLEAN&startDocNo=1&resultsUrlKey=29_T9621498537&cisb=22_T9621498536&treeMax=true&treeWidth=0&csi=7955&docNo=6)

Paradoxically, however, the belief that there is no imminent crisis brewing may be Japan's biggest problem. Without it, there may be nothing to force Japan's policymakers out of a deep paralysis. The scale of the institutional lethargy in Japan is at times breathtaking. Everyone, it seems, puts the blame for deflation and rising debt elsewhere. Take deflation, for instance. By any reckoning it has had a corrosive effect on consumption, debt and investment in the past decade. And expectations of further deflation are entrenched: more than 35% of people expect prices to be flat or lower in five years' time. The finance ministry, led by Naoto Kan, a newish finance minister, argues with increasing stridency that it is necessary for the BoJ to root out deflation, so that Japan can once again resume nominal GDP growth. Yukio Hatoyama, the prime minister, has collared Masaaki Shirakawa, the BoJ's governor, on the issue. Yet because the annual decline in consumer prices has been only moderate— they have never fallen by more than 1.4%, in contrast with the rapidly plunging prices of America's Depression in the 1930s—the central bank tends to view deflation as insidious, rather than cataclysmic. As one insider rather nonchalantly puts it, it is a symptom of bigger underlying problems, rather than the problem itself. The bank thinks the real problems are low productivity growth in Japan, which keeps wages low and suppresses demand for goods and services, and high public debt. In that sense, bizarrely for a central bank, it does not appear to believe that deflation is a monetary problem. Its own earlier experience of monetary stimulus since 1995, when it more than doubled the monetary base with little discernible effect on nominal growth, has left it unimpressed. As a result, it injected liquidity only half-heartedly into the system during the global financial crisis, putting it at odds with central banks in other rich countries. The BoJ's resistance to acting more forcefully may be rooted in its own analysis of its earlier experience. It also seems to be haunted by the potential consequences for its credibility if it acts and fails. That position might be understandable if it were a clearly stated policy. But the bank seems to want it both ways. After much government pressure, in March it said it would extend its emergency supply of three-month loans to the banking system by {Yen}10 trillion. But far from being seen as a principled move to jump-start lending, this was perceived as a weak attempt by the bank to get the government off its back—and the BoJ's credibility took a further knock. When it comes to public debt, the finance ministry's ostrich-like argument that there is little it can do about it until the BoJ deals with deflation is just as frustrating. It, too, appears to think that things are not as bad as the outside world believes. As one central banker ruefully puts it: "Japan is not faced with an imminent debt crisis. But that is a mixed blessing." The torpor dates back years. The finance ministry is haunted by its premature attempt to raise consumption taxes before a recovery was fully under way in 1997. Another attempt to overhaul spending and taxation was launched in 2006, not long before the bursting of the global credit bubble brought it to a halt. According to the OECD, under previous LDP governments, much of the emphasis on improving public finances was focused on spending cuts rather than tax increases. Taxation as a share of GDP remains among the lowest in the OECD. But the tax system is hardly conducive to growth, with some of the highest corporate-tax rates and lowest consumption-tax rates in the rich world. To bureaucrats in the finance ministry, this suggests there is plenty of fiscal flexibility in Japan to deal with the debt problem. The trouble is they have never succeeded at tax reform. Into this policy vacuum came the new DPJ government last year, with Mr Hatoyama vowing that he would not consider raising the consumption tax until the next elections in 2013. Greece's fiscal mess may have knocked a greater sense of urgency into his administration. After his first G7 meeting in February, Mr Kan, the newly appointed finance minister, began to speak more publicly of fiscal reform. Others have taken up his call. Yoshito Sengoku, Mr Kan's replacement as strategy minister, says that the moment borrowing exceeded tax revenues in the 2010 budget, it was clear that Japan had reached a turning point. "I don't think the situation will go immediately as it did in Greece. But going forward the Japanese bond market will always be under pressure and the government officials who are in charge of fiscal policies have to be ten times more cautious than before," he says. He favours an increase in the consumption tax and may also support cuts in corporate tax when he announces a medium-term plan for fiscal reform in the spring. But the politics of a significant overhaul are excruciatingly complicated. After a series of political-funding scandals involving Mr Hatoyama, support for his administration has fallen sharply ahead of upper- house elections in the summer. So it is a safe bet that any talk of tax reform will be accompanied by soothing promises of higher welfare spending. At present none of the ideas being aired to deal with Japan's problems is anything like bold or concrete enough to sound convincing. And though the government may muddle through for a few years yet, ultimately the situation is unsustainable. At some point, unless radical steps are taken, Japan's government will go bust. The IMF's Mr Tokuoka reckons that as the population ages, savings will dwindle, which could reduce inflows to the government-bond market. He calculates that even if the household savings rate remains at 2.2%, by 2015 gross public debt could exceed households' financial assets, which might make domestic funding more difficult and lead Japan to rely more on foreigners. Meanwhile, government pension funds have more flexibility to invest in other assets besides government bonds. With interest payments at 26% of tax revenues, rising yields would come as a huge shock to Japan. Already, some economists argue that flat bond yields give only the illusion of market stability. Ryutaro Kono, chief economist of BNP Paribas in Japan, says that given the fall in Japan's potential growth rate and the drop in inflation expectations, yields should normally have plunged. "The fact that the long-term rate has generally been flat for the last 18 months suggests the risk premium is rising on questions of the sustainability of Japan's public debt," he says. What's more, rising social-security payments as the population ages are likely to put even more pressure on public financing, while the shrinking workforce will mean even slower growth and smaller tax revenues. In 1990 almost six people of working age supported each retiree. By 2025 the Japanese government expects that ratio to fall to two. At some point Japan may have no other option than a domestic default in which the older generation, who hold most of the government bonds, will see the value of their investments cut to reduce the pressure on the younger generation. Such an intergenerational transfer would come at enormous political and social cost, not least in a society with such a strong sense of communal well-being.

1AC DPJ Good

AND the timeframe is 2014
The Huffington Post 7-22

[Devin Stewart, Program Director and Senior Fellow, Carnegie Council for Ethics in International Affairs, “Will a Rudderless Japan Drift Into Crisis?”, http://www.huffingtonpost.com/devin-stewart/will-a-rudderless-japan-d_b_648321.html]
Nevertheless, the slowness of Japan's new politics could launch the country adrift into a debt crisis. Although 95 percent of Japanese government bonds are held by domestic investors, several factors could create risks. First, with Japan's low savings ratio and low economic growth, if its aging population starts to draw on its savings, the government may be forced to rely on foreign funders who will demand higher interest rates. Second, a deteriorating Japanese current account, due to a stronger yen or weaker global demand for Japanese products, would also reduce a source of debt funding. Reuters has quoted one analyst as predicting a current account deficit by 2016. Finally, it isn't clear whether a consumption tax would generate enough revenue or whether the tax would only dampen an already stagnant economy. But whatever happens, five to ten years seems to be the critical time horizon. The next lower house election will take place in 2013, and by 2015 Japan is expected to shift toward external funding of its debt and will therefore face higher interest rates. "Three to four years from now I expect a sovereign debt crisis to hit Japan and long-term interest rates to surge," former Bank of Japan board member Teizo Taya said in a May interview with Reuters. Taya also believes that the five percent foreign holdings of Japanese debt would be sufficient to trigger a crisis if there were a sell off. One government official echoed these views when I visited Tokyo last week, saying the current account was the figure to watch. 
Japanese economy is key to the global economy and to check Chinese nuclear conflict

The Guardian, 2
(“Defenseless Japan Awaits Typhoon,” pg online @ lexis //ag)

Even so, the west cannot afford to be complacent about what is happening in Japan, unless it intends to use the country as a test case to explore whether a full-scale depression is less painful now than it was 70 years ago. Action is needed, and quickly because this is an economy that could soak up some of the world's excess capacity if functioning properly. A strong Japan is not only essential for the long-term health of the global economy, it is also needed as a counter-weight to the growing power of China. A collapse in the Japanese economy, which looks ever more likely, would have profound ramifications; some experts believe it could even unleash a wave of extreme nationalism that would push the country into conflict with its bigger (and nuclear) neighbour.
Economic decline causes a nuclear war 

Mead, ‘92

(Walter Russell, NPQ’S Board of advisors, New perspectives quarterly, summer 1992, page 30 ) 

Hundreds of millions - billions - of people have pinned their hopes on the international market economy. They and their leaders have
embraced market principles -- and drawn closer to the west – because they believe that our system can work for them. But what if it can't? What if the global economy stagnates - or even shrinks? In that case, we will face a new period of international conflict: South against North, rich against poor. Russia, China, India - These countries with their billions of people and their nuclear weapons will pose a much greater danger to world order than Germany and Japan did in the 30s.

Further, a strong Kan is key to the climate bill

Reuters 7/11 (Michael Watson, 7/11/10, " FACTBOX-Policies at stake after Japan govt loses election ", http://www.reuters.com/article/idUSTOE66B00Z20100712)
Kan has stuck to a 2020 goal to cut Japan's greenhouse gas emissions by 25 percent from 1990 levels, premised on an international framework in which major emitting countries would agree on ambitious targets. The more powerful lower house passed a climate bill including that goal and a shortlist of domestic measures to achieve it, but the upper house ran out of time to enact the legislation. But the fate of the legislation is murky after the ruling coalition suffered a major setback in the poll. 

1AC DPJ Good

Climate bill spills over to a global agreement – solves warming
Reuters Africa 7/11 (Chisa Fujioka, 7/11/10, " SCENARIOS-Fate of Japan climate bill uncertain after election ", http://af.reuters.com/article/energyOilNews/idAFTOE66807T20100712)
If the DPJ fails to pass the bill in the upper house, the bill will stay stuck in parliament. The government will likely stick to its tough 2020 emission reduction target but it would lose political momentum for a mandatory emissions trading scheme, which analysts say is key for Japan to achieve deep cuts in domestic emissions. Failure to pass the bill could also weaken Japan's bargaining power at a U.N. climate meeting in Mexico from Nov. 29-Dec. 10 that aims to try to seal a tougher global agreement on fighting climate change. 
Warming causes extinction.

Oliver Tickell, Environmental Researcher, 8/11/’8
(http://www.guardian.co.uk/commentisfree/2008/aug/11/climatechange) [Quals Added]

We need to get prepared for four degrees of global warming, Bob Watson [PhD in Chemistry, Award for Scientific Freedom and Responsibility from the American Association for the Advacement of Science] told the Guardian last week. At first sight this looks like wise counsel from the climate science adviser to Defra. But the idea that we could adapt to a 4C rise is absurd and dangerous. Global warming on this scale would be a catastrophe that would mean, in the immortal words that Chief Seattle probably never spoke, "the end of living and the beginning of survival" for humankind. Or perhaps the beginning of our extinction.  The collapse of the polar ice caps would become inevitable, bringing long-term sea level rises of 70-80 metres. All the world's coastal plains would be lost, complete with ports, cities, transport and industrial infrastructure, and much of the world's most productive farmland. The world's geography would be transformed much as it was at the end of the last ice age, when sea levels rose by about 120 metres to create the Channel, the North Sea and Cardigan Bay out of dry land. Weather would become extreme and unpredictable, with more frequent and severe droughts, floods and hurricanes. The Earth's carrying capacity would be hugely reduced. Billions would undoubtedly die.  Watson's call was supported by the government's former chief scientific adviser, Sir David King [Director of the Smith School of Enterprise and the Environment at the University of Oxford], who warned that "if we get to a four-degree rise it is quite possible that we would begin to see a runaway increase". This is a remarkable understatement. The climate system is already experiencing significant feedbacks, notably the summer melting of the Arctic sea ice. The more the ice melts, the more sunshine is absorbed by the sea, and the more the Arctic warms. And as the Arctic warms, the release of billions of tonnes of methane – a greenhouse gas 70 times stronger than carbon dioxide over 20 years – captured under melting permafrost is already under way.  To see how far this process could go, look 55.5m years to the Palaeocene-Eocene Thermal Maximum, when a global temperature increase of 6C coincided with the release of about 5,000 gigatonnes of carbon into the atmosphere, both as CO2 and as methane from bogs and seabed sediments. Lush subtropical forests grew in polar regions, and sea levels rose to 100m higher than today. It appears that an initial warming pulse triggered other warming processes. Many scientists warn that this historical event may be analogous to the present: the warming caused by human emissions could propel us towards a similar hothouse Earth.
1NC DPJ Bad

1. DPJ election loss ensures policy gridlock 

Klinger, 7/15   Senior Research Fellow for Northeast Asia at The Heritage Foundation's Asian Studies Center,  From 1996-2001, Klingner was the Deputy Chief for Korea in the CIA's Directorate of Intelligence,  20 years in the intelligence community working at the CIA and Defense Intelligence Agency (Bruce, “More political stalemate for Japan”, http://www.heritage.org/Research/Commentary/2010/07/More-political-stalemate-for-Japan, 7/15/10, JPW)
Hatoyama's troubled tenure The DPJ lost its initial strong public support after Hatoyama and Ozawa became embroiled in money scandals, tarnishing the party's reputation and undermining its claims of clean politics and transparent governance. The prime minister was also derided for lacking a strategic vision and his frequent policy reversals. United States officials privately referred to the DPJ as "amateurs" due to the party's non-existent policymaking process and inability to make decisions. Hatoyama's ineptitude, coupled with the DPJ abandoning several of its campaign pledges, triggered plummeting approval ratings from an increasingly cynical and embittered electorate. After Hatoyama and Ozawa resigned, the DPJ enjoyed a resurgence of public approval. But DPJ optimism for the Upper House election proved to be short-lived since its problems went beyond Hatoyama and were instead endemic to the party's policies and processes. That the DPJ chose Hatoyama as its first leader after its unprecedented 2009 electoral victory reflected poorly on the party and its future potential for success. Having to go to the bullpen for a relief pitcher in only the second inning of the baseball game doesn't instill confidence in the DPJ. Newly-selected Kan saw his disapproval ratings surpass his approval ratings after only one month in office, far quicker than any of his predecessors. A year ago, it was common for Japan watchers to predict that the DPJ would gain enough seats in the July election to secure a unilateral majority; that it would no longer be reliant on coalition partners; and that by punting the leftist Socialist Democratic Party from the ruling coalition, the DPJ would adopt more centrist foreign and security policies. Instead, the DPJ defied pollsters by doing more abysmally than even the most pessimistic prediction. The DPJ won only 44 seats, far short of its goal to retain its 54 contested seats. A year ago, expectations had been the DPJ would garner 60 or more seats, giving it a sole majority in the Upper House when combined with its 62 uncontested seats. DPJ coalition partner the People's New Party lost all three of its contested seats, leaving it only with its three uncontested seats, giving the coalition a total of 109 seats, far short of the 122 necessary for a majority. As a result of its underwhelming election results, the DPJ coalition can no longer ensure approval of its legislative initiatives. Although the DPJ has a majority in the more powerful Lower House, it does not have the two-thirds majority necessary to override bills rejected by the upper house. A "twisted parliament" portends even greater legislative stalemate and political gridlock. The main opposition LDP, banished with disdain by the electorate following last year's Lower House election, rebounded with 51 seats, up from 38, for a total of 84 in the Upper House. The LDP shouldn't become complacent about its victory, however. Just as the DPJ won last year's election mainly because it wasn't the LDP, the LDP gained ground on Sunday simply because it was moderately less offensive to voters than the DPJ. The LDP must guard against claiming vindication since it too has failed to articulate coherent alternative policies. The LDP will likely adopt the obstructionist tactics that the DPJ utilized when it was the opposition, namely blocking all legislation and then blaming its opponent for the political stalemate.

2. Kan needs a win to get his consumption tax passed
GLOBAL POST 7/16
[“Japan economy: The wrath of Kan”, http://www.globalpost.com/dispatch/japan/100715/global-economy-japan?page=0,2]
The public’s gripe with Kan is rooted in his confused approach to the scale and purpose of his proposed tax changes, a criticism he accepted in the immediate aftermath of defeat. “I am sorry that my remarks were misunderstood," he said. "The election result shows that the country needs to have a proper debate before any decision is taken on tax." Martin Schulz, senior economist at the Fujitsu Research Institute in Tokyo, believes Kan could win the tax debate as long as he proves his credentials in other policy areas, such as social security spending and wresting power from the elite bureaucrats who have run Japan’s postwar economic policy.“There is a general acceptance that the sales tax has to be raised eventually. But people are only willing to trust a government with a proven track record of acting responsibly, and the DPJ haven’t done that yet,” Schulz said, referring to the Democratic Party by its acronym.
1NC DPJ Bad

3. Kan consumption tax bad for the Japanese economy – experts and history prove

Forexyard 7/7 (Tetsushi Kajimoto, Kaori Kaneko, 7/7/10, " Q+A-Japan sales tax hike would be a blow for fragile economy ", http://www.forexyard.com/en/news/QA-Japan-sales-tax-hike-would-be-a-blow-for-fragile-economy-2010-07-08T022043Z)
IS KAN'S OPTIMISM SHARED BY ANALYSTS? Not really. Nomura Securities says doubling the sales tax rate would cut 0.5 percentage point from Japan's real GDP growth in the year the increase is implemented, and another 0.8 percentage point the following year. That could be a considerable hit to the economy given that Japan's real growth averaged 1.3 percent over the decade up to the financial crisis in 2008 and the government's growth strategy projects 2 percent expansion a year. Some others see a bigger impact. Mitsubishi Research Institute estimated a tax increase to 10 percent would reduce growth by 1.4 percentage points in the year it was introduced. WHAT HAPPENED IN JAPAN IN THE PAST? Historic precedent suggests an increase in the sales tax would undermine growth initially, rather than boost it. When Japan adopted a 3 percent consumption tax in 1989 the economy was booming. Growth slowed after the tax was introduced to 4.6 percent in fiscal 1989/90 from 6.4 percent the previous year. Growth in private consumption slid to 4.1 percent from 5.3 percent. When the tax rate was raised to 5 percent in the year to March 1998, the economy stalled after growth of 2.9 percent the year before. A banking crisis weighed on the economy, which slipped into a recession the following year. Analysts say the sales tax played a large part in the economic slowdown in both cases, although the direct impact is hard to calculate as the increase was accompanied by changes to other tax rates. 

4. Japanese economy is key to the global economy and to check Chinese nuclear conflict

The Guardian, 2
(“Defenseless Japan Awaits Typhoon,” pg online @ lexis //ag)

Even so, the west cannot afford to be complacent about what is happening in Japan, unless it intends to use the country as a test case to explore whether a full-scale depression is less painful now than it was 70 years ago. Action is needed, and quickly because this is an economy that could soak up some of the world's excess capacity if functioning properly. A strong Japan is not only essential for the long-term health of the global economy, it is also needed as a counter-weight to the growing power of China. A collapse in the Japanese economy, which looks ever more likely, would have profound ramifications; some experts believe it could even unleash a wave of extreme nationalism that would push the country into conflict with its bigger (and nuclear) neighbour.
5. Economic decline causes a nuclear war 

Mead, ‘92

(Walter Russell, NPQ’S Board of advisors, New perspectives quarterly, summer 1992, page 30 ) 

Hundreds of millions - billions - of people have pinned their hopes on the international market economy. They and their leaders have
embraced market principles -- and drawn closer to the west – because they believe that our system can work for them. But what if it can't? What if the global economy stagnates - or even shrinks? In that case, we will face a new period of international conflict: South against North, rich against poor. Russia, China, India - These countries with their billions of people and their nuclear weapons will pose a much greater danger to world order than Germany and Japan did in the 30s.

***U/Q*** Consumption Tax YES

Consumption Tax could pass, but the DPJ needs to avoid gridlock to get it through

Wolfe et. al, 7/15   Adam Wolfe is an analyst at Roubini Global Economics where he focuses on China and geopolitics. Prior to joining RGE, Adam worked as a senior analyst at the Power and Interest News Report covering Asian and African strategic issues. He has been quoted in several news outlets including Reuters, NPR and the Los Angeles Times. Adam holds a master’s degree in international politics and business from New York University, and a bachelor’s degree from the University of Wisconsin-Madison.  Mikka Pineda is an analyst at Roubini Global Economics. She currently covers global monetary policy, Asia, commodities, G7 currencies and government bonds. She has been quoted in a variety of publications both in the US and abroad, including by Bloomberg, MarketWatch, Newsweek, The Australian and The National (United Arab Emirates). Mikka graduated from Brown University with a bachelor’s degree in international relations and a concentration in the political economy of development.  Arpitha Bykere is senior analyst for the U.S. and Asia at Roubini Global Economics. Arpitha’s U.S. coverage focuses on the labor market, fiscal policy, and investment and trade issues and her Asia coverage focuses on South and South-East Asian countries. Her interests also include international trade and globalization, global fiscal issues and labor market trends. She has been quoted in a number of financial publications, including the Financial Times, the Wall Street Journal, Forbes, Reuters, the Associated Press, the Washington Post, CNN Money and Market Watch. Arpitha previously worked in the international economics division at the government of India’s Planning Commission. She holds a bachelor's degree in economics with honors from Delhi University and a master's degree in economics from Syracuse University. (Adam, Mikka Pineda, Arpitha Bykere, “Asia Week Ahead: Challenges for DPJ, Rising Inflation and Slowing Industrial Activity”, http://www.roubini.com/analysis/124670.php, 7/15/10, JPW)
In the July 11, 2010, elections the Democratic Party of Japan (DPJ) retained control over the more powerful lower house of parliament, which can override vetoes from the upper house. However, the party faces a rough legislative process ahead. Despite the exit of its unpopular leaders, the DPJ failed to garner a majority in the upper house, conceding many seats back to the Liberal Democratic Party (LDP). Ironically, most parties called for a consumption tax hike, but only the DPJ was punished for it. Voters lost confidence in the DPJ’s ability to achieve a painless fiscal rebalancing alongside a sustainable economic recovery—a tall if not utopian order. Agreement on a consumption tax hike seems likely, but political gridlock on other issues will paralyze a directionless Japan for another few years. See the RGE Critical Issue: DPJ Loses Outright Majority in Japan's Upper House: What Happens Next? 
Consumption Tax YES

Tax bill will pass voters like it and the LDP supports it

Financial Times 7/14 (Mure Dickie – FT Tokyo Bureau Chief, 7/14/10, The real reasons for Kan’s election setback, http://www.ft.com/cms/s/0/05d8019c-8f78-11df-8df0-00144feab49a.html)
Such a cynical interpretation of the upper house election setback suffered by Japan’s Democratic party last weekend seems to chime with recent events in the UK. There, the new Conservative-Liberal Democrat coalition lost no time unveiling an increase in value added tax to 20 per cent, despite both parties having disavowed any such plan during their campaigns. Naoto Kan, Japan’s prime minister, knows well the dangers of consumption tax talk. The levy has been political poison in Japan since its reintroduction was first discussed in the late 1970s, and attempts to raise the rate have contributed to the downfall of at least two prime ministers since 1993. But tax was hardly the only factor in a DPJ defeat that some think may result in Mr Kan becoming the fifth prime minister in a row to last a year or less in office. The defeat also reflected deep disappointment at the DPJ’s performance since trouncing the long-ruling Liberal Democratic party last year. The party’s campaign literature included an apology for “betrayal” of voters’ hopes caused by funding scandals and “chaotic” handling of a US military base relocation plan. While there is no need to doubt Mr Kan’s sincere concern that failure to fix Japan’s fiscal woes could lead eventually to a Greek-style crisis, the former social activist also knew that making tax an issue was a chance to refocus voters’ attention away from the DPJ’s stumbles. Unfortunately, the result looks sure to slow fiscal action further. This matters. While Japan’s current account surplus and huge stock of domestic savings means there is little risk of a crisis soon, danger looms in the longer term. Gross government debt is close to 200 per cent of gross domestic product. This fiscal year is set to be the second in a row when new borrowing is bigger than tax income. With social security health costs climbing as the population ages, it is likely that consumption tax will play a big role in any solution. It is relatively easy to collect, hard to dodge, and uniform in its effect. Japan’s current 5 per cent rate is much lower than that of many other advanced economies, yet each percentage point increase would yield more than Y2,000bn ($22.6bn, €17.9bn, £15bn). Opponents point out that sales taxes are regressive, falling most heavily on poor people forced to spend almost all their incomes. Yet there are ways to limit resultant inequality. Some economists worry that a consumption tax increase could undermine already anaemic domestic demand. The last rise – from 3 per cent to 5 per cent in 1997 – was quickly followed by painful recession. Yet advocates insist the fall in exports caused by the Asian financial crisis was a much bigger factor in the slowdown. If spread out over a clearly set period, an increase could actually promote consumption by encouraging consumers not to defer purchases. Many ordinary citizens appear persuaded – and this is where the simple reading of Mr Kan’s election setback really falls down. As the prime minister took pains to stress, the LDP, now Japan’s biggest opposition group, included a pledge to double the consumption tax in its manifesto – a proposal that he took as an “important reference” for his proposed cross-party talks on the issue. So the LDP’s victory on Sunday was no rejection of change. An exit poll by the Yomiuri newspaper found 61 per cent of voters believed a consumption tax rise was needed, with only 23 per cent saying it was not. Japan may be one of the few countries where a tax hike pledge is a potential vote-winner. Mr Kan’s problem was that he could not convince voters he is up to the delicate job of orchestrating the tax, economic and monetary policies Japan needs. He was inconsistent on the cut-off line for compensation to lower income groups. His resort to promising that voters would not pay “one yen” extra consumption tax before the next election was a reminder of previous DPJ wavering.

Consumption Tax YES

Tax bill will pass despite DPJs loss in the elections

Japan Today 7/15 (7/15/10, Majority of new upper house members support raising sales tax to 10% , http://www.japantoday.com/category/politics/view/majority-of-new-upper-house-members-support-raising-sales-tax-to-10)
More than 50% of those who won seats in the latest upper house election think it is necessary to raise Japan’s consumption tax rate, currently at 5%, to at least around 10% to address the country’s fiscal constraints, a Kyodo News survey released Wednesday showed. The survey found 4.4% of those who won in the House of Councillors election on Sunday think the tax rate should be more than 10%, while 46.9% said the rate should be around 10%. Reflecting concern over the country’s troubled finances, 62.8% of the upper house members thought the government should set a cap on new bond issuance for fiscal 2011, compared with 6.2% who said a cap is not necessary. Of the 121 who won seats in the election, 113 responded to the survey conducted last month on candidates for the election as of June 15. 

Coalition on Financial Reform YES
Kan reaching out to form alliance to pass fiscal reform 

McCurry, 7/17  reports for the Guardian and Observer newspapers in London. He contributes to the Lancet medical journal and several other publications in Japan and the UK, and reports from Japan for radio stations in France, the UK, Ireland and New Zealand. Justin graduated from the London School of Economics and later gained an master's degree in Japanese studies from the School of Oriental and African Studies, London University. (Justin, 7/17/10, “Japan economy: the wrath of Kan”, http://www.globalpost.com/dispatch/japan/100715/global-economy-japan, JPW)

TOKYO, Japan — If recent pivotal moments in Japanese politics have been characterized by disillusionment and incompetence, the upper house elections on July 11 left no doubt that the economy is firmly back on the top of the agenda. The country’s new prime minister, the Democratic Party of Japan leader Naoto Kan, saw his coalition’s majority in the chamber slip away as voters registered their anxiety over his drastic plans to knock the world’s second biggest economy into shape. Although the Democratic Party has a comfortable majority in the powerful lower house, last Sunday’s result, which left no single party with an overall majority, could lead to policy gridlock unless the ruling party can find a new coalition partner to restore its control of both chambers. Early indications are that it will seek policy support on an ad hoc basis. If he is lucky, Kan might be able to persuade a junior partner to join him in his mission to prevent what he has described as a Greece-style meltdown in the world’s second biggest economy. But the consensus is that the gridlock in parliament will thwart attempts to kick start growth and address Japan’s huge public debt, which at nearly 200 percent of GDP is the biggest in the industrialized world.
Kan can overcome lack of seats through bipartisanship—means fiscal reform is probable

Fink 7/11—Japan strategist (economist) Bank of Tokyo-Mitsubishi UFJ (Naomi, Japan Realtime blog at Wall Street Journal, 7/11/10, " What It All Means: The Experts Opine Part 2", http://blogs.wsj.com/japanrealtime/2010/07/12/what-it-all-means-the-experts-opine-2/, JB)
This is a setback for the DPJ but no disaster. The LDP is little better off – it gained a greater number of new seats but still might be around 18 seats short of the 67 needed for a majority (assuming Komeito regains its 11 contested seats and remains in the coalition). In this light, the DPJ/PNP coalition’s likely shortfall of 7 to 13 seats is not an outright loss to the opposition. Kan’s decision to put fiscal reform – and the long-debated suggestion of a consumption tax hike – front and center on the election agenda was risky yet astute. In reality, Kan himself admitted that consumption taxes are unlikely to rise until 2013 at the earliest, which leaves plenty of room for negotiation on fiscal reform ahead of then – with the proposal ostensibly voted down Kan merely goes back to the drawing board on fiscal reform. Kan’s ability to compromise is now crucial and early attempts at bipartisanship look hopeful. Your Party says that it is not considering a coalition with the DPJ but does leave the door open to bipartisan co-operation. With consumption tax hikes ostensibly voted down, there is room to negotiate on tax, as well as postal reform.

Economic reform is at the top of the agenda- Kan can find a junior partner to get it passed 

GLOBAL POST 7/16
[“Japan economy: The wrath of Kan”, http://www.globalpost.com/dispatch/japan/100715/global-economy-japan?page=0,2]

TOKYO, Japan — If recent pivotal moments in Japanese politics have been characterized by disillusionment and incompetence, the upper house elections on July 11 left no doubt that the economy is firmly back on the top of the agenda. The country’s new prime minister, the Democratic Party of Japan leader Naoto Kan, saw his coalition’s majority in the chamber slip away as voters registered their anxiety over his drastic plans to knock the world’s second biggest economy into shape. Although the Democratic Party has a comfortable majority in the powerful lower house, last ¨, which left no single party with an overall majority, could lead to policy gridlock unless the ruling party can find a new coalition partner to restore its control of both chambers. Early indications are that it will seek policy support on an ad hoc basis. If he is lucky, Kan might be able to persuade a junior partner to join him in his mission to prevent what he has described as a Greece-style meltdown in the world’s second biggest economy. But the consensus is that the gridlock in parliament will thwart attempts to kick start growth and address Japan’s huge public debt, which at nearly 200 percent of GDP is the biggest in the industrialized world. Kan’s undoing was the same issue that has felled previous Japanese governments: tax reform, or rather, tax increases.In his zeal to underline the economic challenges ahead, Kan suggested he was preparing to raise the sales tax within two to three years to help fund Japan’s ballooning health and social security costs. The alternative, he said, was to continue to finance spending with fresh debt, putting Japan on a collision course with fiscal oblivion.

AT: No public support for consumption Tax
Public favor a consumption tax

Yahoo, 7/15 (Yahoo.com, 7/15/10, “IMF asks Japan to push ahead with sales tax hike”, http://sg.finance.yahoo.com/news/IMF-asks-Japan-push-ahead-afpsg-3302774447.html?x=0, JPW)
The IMF asked Japan to push ahead with a controversial consumption tax increase Wednesday, as part "early and credible" fiscal reforms to curb the nation's huge debt. The International Monetary Fund called for fiscal reforms to "begin next year centered around a gradual increase in the consumption tax." It also called for those measures to be "followed by a sustained reduction in the structural primary deficit over the next decade." Japanese Prime Minister Naoto Kan's pre-election talk of tax reforms, including raising the consumption tax, and subsequent backpedaling were seen as a key reason behind the election rout of his Democratic Party of Japan (DPJ) in last Sunday's parliamentary upper house elections. Newspaper surveys found that nearly two thirds of respondents favor a debate about raising the sales tax to restore battered public finances, which have seen public debt soar to nearly twice the size of the economy. The IMF said the debt crisis in Europe had raised the "uncertainty and downside risks" around Japan's economic outlook and sharpened the focus on its massive debt problem, the IMF said in a report after annual consultations with Tokyo. Bringing down the country's public debt, one of the highest among advanced economies at 110 percent of gross domestic product, "will require a large and protracted adjustment that will be made more credible by an early increase in the consumption tax," the Washington-based IMF said. The fund called for a "fiscal rule featuring a public debt cap and a primary surplus target," saying it could strengthen credibility and lock-in fiscal gains. 
Voters don’t like consumption tax, but know they need it

Reuters 7/13 (7/13/10, Two thirds of Japan voters want tax debate -media, http://www.reuters.com/article/idUSTOE66C08820100714)

Nearly two thirds of Japanese voters want debate on a possible sales tax rise to proceed, a survey showed on Wednesday, as the government struggles to rein in huge public debt after a stinging election blow. The Asahi newspaper survey also showed that nearly three out of four voters see no need for Prime Minister Naoto Kan to quit, although support for his government dropped again after Kan's ruling Democratic Party of Japan (DPJ) and its tiny ally lost control of the country's upper house of parliament in a Sunday poll, threatening policy deadlock unless the Democrats can find new allies. The DPJ still controls the more powerful lower house, but it needs help from other parties to push bills through the upper chamber as it tries to engineer sustainable growth in the world's No.2 economy. Kan, who has made fiscal reform a top priority since taking office last month, has called for debate on drastic tax reform including a possible doubling of the 5 percent sales tax in a gamble that voters will swallow a higher tax burden to fund soaring social security costs in a rapidly ageing society. But Sunday's election defeat suggested the DPJ had not convinced voters of its vision to bring down public debt about twice the size of the $5 trillion economy and cure Japan's economic ills with the painful tax hike. The survey showed, however, that 63 percent of voters said discussions on raising the politically touchy sales tax should proceed, against 29 percent who said it should not. In a somewhat conflicting signal, 54 percent in the Asahi poll were against the actual rise in the sales tax, compared with 35 percent who supported it. When asked if such a hike was necessary, 64 percent in another survey by the Yomiuri newspaper said it was needed for fiscal prudence and maintaining the country's social security system. Cabinet ministers said on Tuesday the government had to press on with tax reforms. But ruling party officials have suggested that it would compile tax reform proposals at a pace that allows it to try and gain public support for the measures, rather than strictly sticking to a planned deadline of the end of March 2011. In a sign that voters no longer want revolving-door prime ministers, 73 percent of voters surveyed by the Asahi newspaper said Kan, Japan's fifth prime minister in three years, did not need to resign, against 17 percent who said he should. The Yomiuri newspaper survey also showed 62 percent supported Kan's decision to stay in his job.

Kan Popular
Japanese government has strong public support, Kan has distinguished himself from Hatoyama and has a more coherent cabinet

Hornung, 7/8/10

(Jeffrey, Professor at the Asia-Pacific Center for Security Studies in Honolulu, “Kan He Do It?” Center for Strategic and International Studies, pg online @ http://csis.org/files/publication/100708_KanHeDoIt_JapanPlatform.pdf)

Despite a recent decline, approval for Naoto Kan’s government and the Democratic Party of Japan (DPJ) has increased  substantially since Yukio Hatoyama resigned on June 2. This is good news for the DPJ given this Sunday’s House of  Councillors election. It is premature to predict the long-term success of the Kan administration, but it is possible to  pass judgment on his initial actions and offer some recommendations based on the lessons learned from his  predecessor’s failure.  Kan’s Cabinet  Support for Kan’s administration has begun strong. Much of this can be attributed to his popular image as a civic  activist. Also, unlike his immediate predecessors, Kan is not a second or third-generation politician. He is also the first  premier since Tomiichi Murayama who did not begin his political career in the Liberal Democratic Party (LDP). All  this makes Kan look different. Yet, retaining 11 ministers (of 17) makes Kan’s cabinet look strikingly similar to  Hatoyama’s. Still, the few changes Kan made are significant.  Kan’s choice of Yoshito Sengoku as chief cabinet secretary is a vast improvement over Hirofumi Hirano. Hirano was  dysfunctional, unable to harmonize disparate opinions within the cabinet. Given that Sengoku is a policy expert who  helped Hatoyama’s budget screening process, he is regarded as having the political ability to coordinate diverse  opinions. As such, Kan has taken a positive step toward establishing coherence in his cabinet, thereby strengthening  the ability of the premier to lead. At the same time, Sengoku has extensive connections inside the DPJ, particularly  with those who distance themselves from former secretary general Ichiro Ozawa. This is important because Kan chose  to retain (Katsuya Okada, Seiji Maehara) and appoint (Yoshihiko Noda) many of these men to government posts. 

All Agenda NO – Gridlock 
Uniqueness: the LDP’s victories in the election ensure nothing will get passed: LDP will block all legislation

Klinger, 7/15   Senior Research Fellow for Northeast Asia at The Heritage Foundation's Asian Studies Center,  From 1996-2001, Klingner was the Deputy Chief for Korea in the CIA's Directorate of Intelligence,  20 years in the intelligence community working at the CIA and Defense Intelligence Agency (Bruce, “More political stalemate for Japan”, http://www.heritage.org/Research/Commentary/2010/07/More-political-stalemate-for-Japan, 7/15/10, JPW)
Hatoyama's troubled tenure The DPJ lost its initial strong public support after Hatoyama and Ozawa became embroiled in money scandals, tarnishing the party's reputation and undermining its claims of clean politics and transparent governance. The prime minister was also derided for lacking a strategic vision and his frequent policy reversals. United States officials privately referred to the DPJ as "amateurs" due to the party's non-existent policymaking process and inability to make decisions. Hatoyama's ineptitude, coupled with the DPJ abandoning several of its campaign pledges, triggered plummeting approval ratings from an increasingly cynical and embittered electorate. After Hatoyama and Ozawa resigned, the DPJ enjoyed a resurgence of public approval. But DPJ optimism for the Upper House election proved to be short-lived since its problems went beyond Hatoyama and were instead endemic to the party's policies and processes. That the DPJ chose Hatoyama as its first leader after its unprecedented 2009 electoral victory reflected poorly on the party and its future potential for success. Having to go to the bullpen for a relief pitcher in only the second inning of the baseball game doesn't instill confidence in the DPJ. Newly-selected Kan saw his disapproval ratings surpass his approval ratings after only one month in office, far quicker than any of his predecessors. A year ago, it was common for Japan watchers to predict that the DPJ would gain enough seats in the July election to secure a unilateral majority; that it would no longer be reliant on coalition partners; and that by punting the leftist Socialist Democratic Party from the ruling coalition, the DPJ would adopt more centrist foreign and security policies. Instead, the DPJ defied pollsters by doing more abysmally than even the most pessimistic prediction. The DPJ won only 44 seats, far short of its goal to retain its 54 contested seats. A year ago, expectations had been the DPJ would garner 60 or more seats, giving it a sole majority in the Upper House when combined with its 62 uncontested seats. DPJ coalition partner the People's New Party lost all three of its contested seats, leaving it only with its three uncontested seats, giving the coalition a total of 109 seats, far short of the 122 necessary for a majority. As a result of its underwhelming election results, the DPJ coalition can no longer ensure approval of its legislative initiatives. Although the DPJ has a majority in the more powerful Lower House, it does not have the two-thirds majority necessary to override bills rejected by the upper house. A "twisted parliament" portends even greater legislative stalemate and political gridlock. The main opposition LDP, banished with disdain by the electorate following last year's Lower House election, rebounded with 51 seats, up from 38, for a total of 84 in the Upper House. The LDP shouldn't become complacent about its victory, however. Just as the DPJ won last year's election mainly because it wasn't the LDP, the LDP gained ground on Sunday simply because it was moderately less offensive to voters than the DPJ. The LDP must guard against claiming vindication since it too has failed to articulate coherent alternative policies. The LDP will likely adopt the obstructionist tactics that the DPJ utilized when it was the opposition, namely blocking all legislation and then blaming its opponent for the political stalemate.

All Agenda NO – Gridlock 
Uniqueness: gridlock now: nothing’s going to pass because of the political climate

Klinger, 7/15   Senior Research Fellow for Northeast Asia at The Heritage Foundation's Asian Studies Center,  From 1996-2001, Klingner was the Deputy Chief for Korea in the CIA's Directorate of Intelligence,  20 years in the intelligence community working at the CIA and Defense Intelligence Agency (Bruce, “More political stalemate for Japan”, http://www.heritage.org/Research/Commentary/2010/07/More-political-stalemate-for-Japan, 7/15/10, JPW)
Challenges ahead Kan already faces internal party calls for his resignation but that is unlikely before the DPJ caucus in September. Working in Kan's favor will be the party's hesitancy to imitate the LDP's oft-criticized revolving door of prime ministers. Kan's tenure beyond September's party election is far more precarious, however, and he could still become one of Japan's shortest-ruling leaders. The recently disgraced and exiled Ozawa may strive to make a comeback at the September party caucus. Though he remains too unpopular to return as the party leader, he will try to exercise power through a proxy candidate. He may assess that he has greater leverage because a threat by him to depart the party, along with scores of "Ozawa's children" - legislators who won in last year's election and remain beholden to him, could precipitate a collapse of the DPJ government. The DPJ must now seek coalition partners, either in a formal power-sharing arrangement or on an ad-hoc basis to approve individual pieces of legislation. Doing so would add an additional layer of deal-making and compromising to Japanese policymaking. During the past year, the miniscule People's New Party and SDP were able to hold the much larger DPJ hostage on both domestic and foreign policies. The need to form a coalition to secure a majority gave outsized importance to these minor parties. The DPJ may seek to join forces with Your Party, making it the new tail that wags the political dog. Your Party leader Yoshimi Watanabe, however, repeated his vow not to join the ruling coalition without major changes in the DPJ party platform. Watanabe also called on Kan to dissolve the Lower House since Your Party would likely gain additional seats and leverage at the DPJ's expense. Even before the election, the DPJ was plagued by an inability to produce - let alone implement - policies. The DPJ encompasses broadly divergent ideological factions which hinders the party's ability to achieve consensus. On domestic issues, the party is divided between those advocating populist pump-priming economic stimulus initiatives to secure an election victory and those calling for fiscal restraint to overcome Japan's burgeoning public debt. On foreign policy, the DPJ is divided amongst those favoring a continued strong and close alliance with the US and those advocating a more independent security policy. This was encapsulated in the fierce debate over the fate of the US Marine Corps Futenma Air Station in Okinawa. Although Hatoyama and Kan eventually affirmed the pre-existing bilateral agreement, it was done in a manner that inflamed Okinawan anger against both Tokyo and Washington. The DPJ's election debacle will further constrain Japanese policymaking capabilities since party members will henceforth be more focused on politics than policies. Rampant speculation over the timing of Kan's departure will cause potential successors to vie for position while avoiding potentially unpopular policy stances. The DPJ's ability to deliver on promises will be severely undermined at a time when an increasingly impatient Japanese electorate is demanding results. The Japanese political instinct will be to sacrifice Kan on the altar of expediency to have him take the fall for the DPJ's failings. When Hatoyama was quickly replaced by Kan, the Japanese political system "worked" in the sense that it efficiently produced another leader, although without direct popular mandate. Yet, a system that results in four prime ministers in four years is flawed since it produces an assembly line of ineffective leaders. Having leaders jump overboard at the first gust of disapproval undermines important political concepts of perseverance and enduring leadership. Nor does it instill any inclination for a Japanese leader to remain faithful to principles and ideals by resolutely enduring critical yet vacillating public opinion in order to achieve national objectives. The result of such quick capitulation by the leadership is rapidly plummeting public confidence in the individual, cumulative cynicism of the parties and system, and decreasing national influence on the world stage. The DPJ has yet to prove it can lead and Kan is increasingly looking like yet another weak Japanese administration plagued by legislative stalemate and policy gridlock. 

Uniqueness: elections created policy gridlock

Japan Times.com, 7/17 (http://search.japantimes.co.jp/cgi-bin/nn20100717a3.html, “More tax income needed: governors”, 7/15/10, JPW)
WAKAYAMA — Prefectural governors warned Friday that the ruling bloc's loss in Sunday's Upper House election means more political gridlock ahead, and unless local leaders work with the coalition and the opposition camp to pass legislation and secure more tax income, regional growth and quality of life will quickly deteriorate. "The Upper House election have given birth to a 'twisted Diet.' If this stops policy from getting implemented, people's lives and the future of Japan will be deeply affected," the National Association of Governors said in a statement issued at the end of a two-day annual meeting in Wakayama. The association specifically warned that the time for factional and party infighting is over. "Given the new political situation, we seek a process that goes beyond political parties and factions. For this reason, our association strongly urges the creation of a mechanism to include all parties to discuss and help implement policy," the statement said. The Democratic Party of Japan-led ruling bloc not only lost its Upper House majority, but even with its partner, Kokumin Shinto (People's New Party), the coalition lacks the two-thirds majority needed in the Lower House to swiftly override any Upper House action. "In the late 1990s, people talked about Japan's 'lost decade' after the bubble economy collapsed. And then it became the lost two decades. We have to make sure we're not talking about Japan's lost three decades in a few years," Fukuoka Gov. Wataru Aso, chairman of the association, told reporters following the meeting.
All Agenda NO – Gridlock 
Agenda won’t pass, policy gridlock 

Reuters 7/10 (Linda Sieg and Yoko Nishikawa, 7/10/10, Japan faces policy gridlock as ruling party reels, http://www.reuters.com/article/idUSTRE66914K20100712)
Japan faced political gridlock on Monday after the ruling party's thrashing in a weekend election, which could thwart efforts to curb a huge public debt and get the economy in shape, and put Prime Minister Naoto Kan's job at risk. Voters dealt Kan's Democratic Party of Japan (DPJ) a stinging rebuke, depriving it and a tiny ally of an upper house majority less than a year after the DPJ swept to power promising change, the latest public backlash against leaders seen as incompetent. The DPJ won 44 seats, far short of Kan's goal of 54, and its partner, the People's New Party, got none. The main opposition Liberal Democratic Party (LDP) won 51 seats. The Democrats still control the powerful lower house. But they need help from other parties to push bills through the upper house as they struggle to end decades of stagnation in the world's No.2 economy and to cut public debt. Kan, who took over from his unpopular predecessor just last month, rejected calls from opposition parties for a snap lower house election. No lower house poll need be held until 2013. "Only about one month has passed since the launch of my administration and I want the chance to firmly manage this administration with the people of Japan watching," he told reporters. Noting the new political hurdles to fiscal reform, credit ratings agency Standard & Poor's warned it might cut Japan's sovereign ratings if its fiscal position eroded further or steps were not taken to curb debt. Optimism was in short supply. "We're likely to have lost another two years stuck in parliamentary gridlock rather than action," said Jesper Koll, director of equity research at JP Morgan Securities Japan. Japan's economy is recovering, but analysts wonder for how long. Manufacturing confidence edged up in July to its best in 2- years, but the pace of gain slowed, a Reuters poll showed, a sign companies may be wary of slowing growth. The election also leaves Kan open to a challenge from inside his party, though he says he will stay in his job. Kan is the fifth prime minister in three years.

Economic Reform NO
Gridlock means economic reform won’t pass

Stewart, 7/15  Program Director and Senior Fellow, Carnegie Council for Ethics in International Affairs (Devin, 7/15/10, “Will a Rudderless Japan Drift into Crisis?”, http://www.huffingtonpost.com/devin-stewart/will-a-rudderless-japan-d_b_648321.html, JPW)
The upper house election in Japan last Sunday dealt a huge blow to the ruling Democratic Party of Japan (DPJ), leaving the country with a "twisted" parliament and no clear path forward. In contrast to the previous decades of nearly uninterrupted single-party rule, the new, messier political environment is a positive sign for Japanese democracy. But this difficult transition to a new mode of governing comes at a time when strong leadership is needed to address a possible sovereign debt crisis that could hit within five years. Ironically, the DPJ's defeat last Sunday was partly the result of Prime Minister Naoto Kan's flip-flopping over a consumption tax that was meant to help stave off any problems emanating from its exceptionally large debt-to-GDP ratio (near 200 percent). Most voters support the tax but the prime minister buckled under criticism on the issue, fostering the impression that he is simply an opportunist. The party's loss may have made prospects for reform "an uphill battle." I had the chance to talk with people from media, politics, government, business, and academia in Japan during the week leading up to election day. Consistent with the polls, many of the people I spoke with were undecided about which party to support, and the murky election result may delay financial reforms. Rating agencies Standard & Poor's and Fitch have warned of possible credit rating downgrades due to Japan's expected political gridlock, which may hinder the country's ability to reign in its sovereign debt. 
Economic Reform NO – Elections 
Elections guarantee gridlock over financial reform
Alabaster, 7/12   Staff writer AP (Jay, 7/12/10, “Japan braces for gridlock after ruling party’s defeat”, http://arabnews.com/world/article83025.ece, JPW)
TOKYO: Japan’s ruling party faced the prospect of political gridlock Monday as bad losses in weekend parliamentary elections undermine its attempts to reduce the ballooning budget deficit and revive growth in the world’s second-largest economy. Half of the 242 seats in the upper house of Parliament were up for grabs Sunday. The ruling Democratic Party of Japan won only 44 seats — far below its stated goal of 54 — while opposition parties made major gains. That leaves the Democrats and their tiny coalition partner with 110 seats in the chamber, well below their majority of 122 before the vote. The conservative Liberal Democratic Party won 51 seats, bringing its total to 84. Prime Minister Naoto Kan’s party will retain power because it still controls the more powerful lower house. But the results are a dramatic contrast to the Democrats’ landslide victory just a year ago, when they seized control of Parliament and ended the rival Liberal Democrats nearly unbroken 55-year rule. 

Elections mean Kan faces gridlock now

The Asahi Shimbun, 7/13 (7/13/10, The Asahi Shimbun, “Weakened Kan faces policy gridlock in Diet”, http://www.asahi.com/english/TKY201007120395.html, JPW)

A day after a pummeling in the Upper House election, Prime Minister Naoto Kan faces a sobering reality: His administration will have enormous difficulty in making any progress on key economic and foreign policy issues in the months to come. With his Democratic Party of Japan winning only 44 seats to 51 gained by the opposition Liberal Democratic Party, Kan faces political gridlock in the Diet. While the DPJ controls a solid majority in the Lower House, the ruling coalition with the People's New Party falls far short of a majority in the Upper House. 

Gridlock means economic reform will not pass

Today.com, 7/13 (“Gridlock, paralysis”, 7/13/10, http://www.todayonline.com/World/EDC100713-0000105/Gridlock,-paralysis, JPW)
TOKYO - Smaller political parties yesterday distanced themselves from the ruling Democratic Party of Japan (DPJ), after it lost its majority in the Upper House of Parliament. Of the 121 seats at stake in Sunday's election, the DPJ won 44 seats - far below its goal of 54 - while opposition parties made major gains. This means the DPJ will hold 106 seats in the 242-seat chamber, far below the 122 needed for a majority, although it still controls the more-powerful Lower House of Parliament. Analysts say the world's No 2 economy could be in for another stretch of weak leadership, as it seeks to end two decades of economic stagnation. Mr Takuji Aida, an economist with UBS in Tokyo, said: "Because of political compromises ... 'bold' measures of either fiscal restoration or fiscal stimulus are unlikely to be taken, and the government measures are likely to be neutral or small for the economy." 

Elections guarantee political gridlock

Rowley, 7/16 Staff Writer for The Business Times (Anthony, 7/16/10, “Tokyo treads nervously in fear of the fickle voter”, http://www.businesstimes.com.sg/sub/views/story/0,4574,395193,00.html, JPW)

JAPAN is giving democracy a bad name, first with constant changes of prime minister and now with a major political upset at the hands of fickle voters. But the danger from last Sunday's election is not of vindicating more authoritarian forms of government but that it will lead to further drift in policymaking and further erosion of Japan's regional and global position. The stinging defeat suffered by the Democratic Party of Japan (DPJ) in the Upper House poll, just 10 months after the party took over the reins of power from the Liberal Democratic Party (LDP), all but guarantees either political gridlock or a weak government that is at the whim of coalition parties. 
Consumption Tax NO
Tax bill won’t pass, voters don’t like it and low DPJ popularity make it impossible

Vancouver Sun 7/19 (Jonathan Manthorpe, 7/19/10, Voters have no stomach for latest PM’s tax hike,http://www.vancouversun.com/news/Voters+have+stomach+latest+hike/3295102/story.html) 

Adult Japanese, it seems, have become the electoral equivalent of infuriatingly picky eaters. Their tastes, certainly in sampling the prime ministers served up to them, have become so refined that nothing will satisfy their exquisite palates. Naoto Kan, Japan's fifth prime minister in four years, took over the premiership and leadership of the ruling Democratic Party of Japan (DPJ) only a month ago. He had not had time to try to plate himself as a delectable political morsel before getting brusquely waved back to the kitchen by voters in elections for parliament's upper house a week ago. Unlike in other parliamentary systems, the upper house in Japan matters, especially when, as now, the DPJ does not have a two-thirds majority in the lower house. Just 10 months ago, the DPJ rode to what looked like a revolution in Japanese politics by defeating in lower house elections the Liberal Democratic Party (LDP), which had ruled the country since the 1950s, but now finds itself lacking enough power to govern without pandering to the special interests of minor parties. Half the seats in the 247-seat upper house were up for election on July 11 and the DPJ won just 44, giving it a total of 106, 10 down on its pre-election stake. This loss was compounded by the failure of coalition allies to fill the gap, while the opposition LDP increased its holdings from 71 seats to 84. A new wrinkle in the equation was the intervention of a new party, called Your Party, made up of disgruntled former DPJ and LDP members, whose rallying cry seems to be "A plague on all your houses." These results have left many analysts and Japanese politicians concerned that the country will continue to be mired in the political and administrative stalemate that has bogged down what is still the world's second largest economy for getting on for two decades. Some are even fretting about the possibility of a Greek-style economic meltdown as the country wrestles with a national debt that represents nearly 200 per cent of gross national product. Servicing this debt now consumes nearly a quarter of the government's budget, well ahead of combined spending on public works, defence and education. The consensus analysis is that it was the proposal to try to get debt under control by a major hike in consumption tax made by Kan, who was finance minister until he took over from the benighted Yukio Hatoyama last month, that did for the DPJ in the upper house elections. And his presentation of the scheme to hike consumption tax -- the equivalent of Canada's harmonized sales tax -- from its current meagre five per cent to 10 per cent of the value of goods and services was less than deft. When polls indicated the public was not overjoyed at the prospect of the tax increase, Kan wavered and waffled. Well, voters never are keen on tax hikes, but what is also evident from Japan's recent electoral experience is that people are looking for a prime minister who will stick to his guns, even in pursuing policies that require sacrifice. Whether Kan now gets a chance to re-season his presentation we will see quite soon as a regular DPJ leadership review is scheduled this summer. There are already signs that former DPJ leader, Ichiro Ozawa, who is one of the Big Beasts who have traditionally dominated Japanese politics, is after Kan's blood. But when the landscape of Japanese politics is looked at closely, even including the less than stellar results of the upper house elections, Kan is by no means a spent force. Where the DPJ lost was in rural areas, where relatively few voters and decades of government patronage have created LDP fiefdoms that are hard to breach. 
Won’t be talked about for at least 2-3 years
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

Ito: In Europe, it has become customary for governments to seek input from non-politician experts in determining the direction of reforms, so that public opinion is reflected in the process. This system is extremely effective in eliminating the negative effects of excessive government regulations and interference. Yakushiji: We've lately begun bearing a lot about "democracy through thorough deliberations." But don't you think speed is also necessary in making policy decisions? Furukawa: The next Lower House election will be held within three years, and Prime Minister Kan has already stated he will seek the judgment of voters on his proposals concerning social security and the funding for his proposed initiatives. I imagine it will take two to three years to discuss the consumption tax issue and social security as a package, but with the next election serving as a "deadline," I think the discussions will proceed with considerable speed. 
Coalitions NO

Kan will remain as prime minister, but will not be able to make coalitions in the government

The Japan Times 7/13/10 (“ Kan can expect rocky road ,” by  Jun Hongo, STAFF WRITER, Lexis)

Political experts were quick and unanimous Monday in forecasting a tough road ahead for the Democratic Party of Japan, expressing concern that its Upper House election loss will threaten Prime Minister Naoto Kan on all fronts. "No opposition party is going to join this government," Columbia University professor Gerard Curtis said, predicting Kan will have a hard time finding a coalition partner to secure a majority in the Upper House. Speaking in Tokyo at the Foreign Correspondents' Club of Japan, Curtis said the DPJ may have had a better shot at joining hands with others if it had won at least a few more seats. "But (the) DPJ did so badly that other politicians in the other parties are inclined to believe that this party is going in decline," the expert on Japanese politics said. "No one is going to join the sinking ship." The DPJ won 44 seats Sunday, 10 fewer than Kan's stated target. The Liberal Democratic Party, the main opposition force, won 51 seats, while newcomer Your Party, led by former LDP lawmaker Yoshimi Watanabe, grabbed 10. After voters stripped the ruling coalition of its combined majority in the Upper House, experts said Kan's first and foremost task - securing enough backing to pass bills in the Diet - may also be his toughest. Kan indicated at a news conference following the DPJ's dismal showing that he will "hold thorough discussions with the opposition camp" in deliberating key bills, hinting that the DPJ-Kokumin Shinto (People's New Party) coalition could partner with other parties on a case-by-case basis. Kan hasn't found any takers yet. Watanabe reiterated Monday that Your Party has no plans to join forces with the DPJ, saying only that his party may work with Kan to pursue its own legislative goals, including bills to reform the Bank of Japan. Experts also said that because the DPJ's setback was worse than expected, a union with Your Party has become even more unlikely since their combined numbers would still fall short of an Upper House majority. New Komeito, also considered a possible coalition candidate, has shown no signs of collaborating with Kan other than on shared policy goals, including those pertaining to social welfare. New Komeito, a longtime LDP partner, lacks close ties with the DPJ. According to Rei Shiratori, president of the Institute for Political Studies in Japan, a grand coalition between the DPJ and LDP appears the most feasible. The LDP and DPJ campaigned with similar views on the 5 percent consumption tax, with Kan and LDP President Sadakazu Taigaki both favoring a hike to 10 percent. Although the two sides exchanged blows on some topics, joining forces would give them a comfortable margin in both Diet chambers. "A grand coalition between the LDP and DPJ - you may consider this unrealistic," Shiratori said during a lecture at the FCCJ where Curtis was also present. But he noted how the LDP did the unthinkable in forming an alliance with what is now the Social Democratic Party in 1994 to retake control of the government. The improbable coalition was formed "within one night," Shiratori stressed, suggesting the only possible coalition partner for the DPJ at this point appears to be the LDP. Meanwhile, other analysts said Kan should prepare for internal friction. Despite announcing he will remain in power, some DPJ members may think the party would have a better chance of finding new coalition partners if he steps down. "Kan is considered left-leaning, and that is a shackle when the conservative LDP considers joining hands with the DPJ," political analyst Eiken Itagaki said. With DPJ don Ichiro Ozawa holding close ties with the LDP, removing Kan could facilitate cooperation between the two parties. Ozawa still has strong relations with key LDP members, Itagaki said. With the political money scandals still fresh in voter memory, it is unlikely Ozawa will again seek the DPJ presidency. But the kingpin could field a close ally, Itagaki said, suggesting internal affairs minister Kazuhiro Haraguchi or Banri Kaieda as possible candidates. Columbia's Curtis predicted Kan will endure the intraparty challenges until September's DPJ presidential election. "Ozawa will try to drive him out," Curtis said, but he won't run himself because he is still unpopular with the public. Ozawa also doesn't have a legitimate candidate to field against Kan, he said. "Kan will survive. Survive, but be in a very weakened position," Curtis said. 

Nor support for Kan means coalitions unlikely and negative competition with Ozawa—needs popular support to prevent conflict

Nishikawa 7/11—special feature writer for Kyodo News (Takasumi, Japan Realtime blog at Wall Street Journal, 7/11/10, " What It All Means: The Experts Opine Part 2", http://blogs.wsj.com/japanrealtime/2010/07/12/what-it-all-means-the-experts-opine-2/, JB)
 Due to the election results, the Diet will become “twisted” (in which the ruling party in the two chambers differs) again. The DPJ will probably ask for Your Party, which showed significant progress or the Komei Party to join the coalition. But neither party will accept accept the offer so easily. The competition between the ruling powers and opposition powers will intensify in the Diet, but (ruling and opposition parties) should reconfirm the Upper Houses’ original role is that of “checks and balances” against the Lower House, and should seriously look for new ways to form consensus within the “twisted” Diet. Within the DPJ, there will be competition between Kan’s group and Ozawa’s group for leadership. But changing the prime minister in a months’ time is foolish. The DPJ should continue to run the administration with a modest attitude, and to prevent any more increase in distrust in politics, each party should avoid competition pursed by party interests without the voice of the people. 

Coalitions NO

Elections destroys Kan’s ability to form coalitions and prevent political turmoil—misread popular support

Kusano 7/11—professor of policy management at Keio University (Atsushi, Japanrealtime blog at Wall Street Journal,  7/11/10, " What It All Means: The Experts Opine", http://blogs.wsj.com/japanrealtime/2010/07/11/what-it-all-means-the-experts-opine/, JB)
The big loss of the DPJ is a blow for the Kan administration. The reason why they lost is because this administration misread the people and tried to hide mistakes of corruption and US-Japan relations, which were made by the previous administration. (Mr. Kan) was mistaken and thought that the V-shaped recovery of the approval rating right after (the resignations of Yukio) Hatoyama and (Ichiro) Ozawa meant that the slate had been wiped clean, and decided to declare tax increases without discussion in his party…Even though (the DPJ) is groping to recruit members from opposition parties or find coalition partners according to individual policies, it won’t be easy to do so. There will be political turmoil again in the medium term. For the DPJ ,  which wanted a lengthy administration,  the results are painful damage, but they must pay their debt for not reflecting on the policy failures of the previous administration.

LDP coalition NO

Tax bill won’t pass, LDP won’t make a coalition with blood already in the water

Japan Today 6/18 (6/18/10, LDP chief criticizes DPJ's suggestion of future sales tax hike, http://www.japantoday.com/category/politics/view/ldp-chief-criticizes-dpjs-suggestion-of-future-sales-tax-hike) 

Liberal Democratic Party chief Sadakazu Tanigaki criticized the ruling Democratic Party of Japan on Friday as cozying up to the main opposition party by suggesting that it would use the LDP proposal to raise the current 5-percent consumption tax rate to 10 percent as a reference point. ‘‘The DPJ oscillates in a wide range,’’ the president of the main opposition LDP said on a radio program. ‘‘It was trying to do everything different from the LDP during the Hatoyama government, but now, it seems to me as if it is cozying up to the LDP.’‘ Tanigaki’s remarks came a day after his party made the proposal and DPJ President and Prime Minister Naoto Kan, who took office last week following the resignation of his predecessor Yukio Hatoyama, said it will be ‘‘one of the references.’‘ During the radio program, Tanigaki rejected a DPJ proposal on Thursday to hold cross-party talks on reforming the country’s tax system, including a possible consumption tax hike. ‘‘While it’s important for major political parties to have a common understanding (on the need for a hike), it would not stop at 10 percent as long as last year’s money-scattering DPJ campaign platform remains unchanged,’’ Tanigaki said. ‘‘I refuse to get drawn into the debate unless they take back the election pledges,’’ he added.
Kan Unpopular

Kan’s credibility low now – elections and consumption tax
Wakabayashi & Hayashi, 7/12- Asia News staff writers for the Wall Street Journal (Daisuke and Yuka, 7/12/10, “Weakened Kan Faces Deadline on Okinawa,” http://online.wsj.com/article/SB10001424052748703580104575360660021162180.html)
TOKYO—Japanese Prime Minister Naoto Kan, badly bruised in Sunday's national elections, soon must turn to the issue of a U.S. military base on Okinawa—a politically charged matter that forced the resignation of his predecessor just over a month ago. The base wasn't a prominent factor in the campaign, but Sunday's results could make it harder for the weakened Mr. Kan to keep the promises the Japanese government made to the Obama administration. The prime minister told the U.S. he would move forward with the plan, aimed at keeping a large Marine presence on the southern island. The first test comes at the end of August: The previous prime minister, Yukio Hatoyama, had promised Washington an agreement with the U.S. on details of the controversial base location plan, including configuration and construction methods, by then. Mr. Kan has pledged to follow Mr. Hatoyama's commitments on Okinawa. In the months following that deadline, local elections in Okinawa could further lock local politicians into opposing Tokyo's attempts to move the American base to a new community. The Pentagon declined immediate comment on the vote. The tensions revolve around a 2006 agreement between the two countries to shuffle U.S. troops in Okinawa to make them more politically acceptable to the local population. The agreement calls for the U.S. to move 8,000 Marines to Guam by 2014 and to shift part of an existing Okinawa helicopter facility to a rural part of the island from a densely populated area. The aim is to diminish local hostility to the Marine presence, which has been stoked by a rape case and a helicopter crash. While the deal reduces the number of Marines on Okinawa, it leaves thousands there, and it doesn't go far enough for many Okinawans, who want the base moved off the island entirely. The ruling Democratic Party of Japan had endorsed that view last year and promised base opponents it would support their cause. But Mr. Hatoyama changed his position under pressure from the U.S. The issue didn't get much attention in a campaign dominated by domestic issues, such as Mr. Kan's pledge to raise the national sales tax to help cut the national debt. The parties that Mr. Kan is likely to invite into a new ruling coalition have either endorsed the U.S. plan or haven't vocally opposed it. In that sense, Mr. Kan may be freer than Mr. Hatoyama to move forward in implementing the U.S. agreement. Mr. Hatoyama's coalition included the left-leaning Social Democratic Party of Japan, which strongly opposes the U.S. military presence in Okinawa—and which left the coalition when Mr. Hatoyama reversed course. But even with support from coalition partners, the issue will require a strong leader to push implantation over powerful local opposition. And Mr. Kan's political capital appears to have been sapped by Sunday's vote, in which his party lost seats. Looking to smooth ties with Washington, Mr. Kan pledged at the outset of his administration to abide by the latest bilateral agreement and called the decades-old security alliance the linchpin of his foreign policy. The challenge he now faces is demonstrating a commitment to implementing the base relocation and repairing relations with the U.S., while working to shift public sentiment on the issue in Okinawa, where the pact is so deeply unpopular that the DPJ chose not to run its own candidate on the southern island. 

Kan Unpopular

Kan is losing his authority. 
The Irish Times, 2010 [July 13, david mcneill in Tokyo Lexisnexis  Japan faces political gridlock after drubbing of ruling party acc. July 14, 2010]

Chaos, revolt and policy gridlock newspapers and pundits yesterday spelt out the painful implications of Japan s weekend election, which has left Naoto Kan s job in doubt just 33 days since he moved into the prime minister s office. Mr Kan s Democrats (DPJ) have lost control of the upper house after voters punished the party for a series of missteps in what was essentially a referendum on its 10-month rule. It is surely one of the shortest honeymoons in Japanese parliamentary history. Worse for Mr Kan, the result has brought the party s conservative Liberal Democrat (LDP) rivals juddering back to life after they were tossed out of power and declared a political corpse in last year s historic lower house poll. The LDP took 51 of the 121 seats up for grabs 13 more than it had before the election, while the Democrats won 44, losing 10. I believe the first step toward our party s rebirth has been made, LPD ruler Sadakazu Tanigaki said after the results came in. DPJ junior partner People s New Party, meanwhile, has emerged empty-handed, forcing the government to begin scrambling for another coalition ally. The government lost its other junior partner, the Social Democrats, in June after they resigned en masse in protest at a decision to allow a new US base to be built in the southern prefecture of Okinawa. Sunday s result is a disaster for a party that has promised radical economic and political reform. Although the upper house is far weaker than the lower chamber, it has the power to block all but the most important Bills. Mr Kan needs both houses onside if he is to achieve his pledges to transform government and pull the country out of a fiscal nosedive. Just after taking office on June 8th, he warned that the country s enormous national debt nearly 200 per cent of gross domestic product could throw the country s roughly $5-trillion economy into a Greek-style crisis. The warning was meant to concentrate minds: unlike Greece, Japan s dept is held domestically. But many analysts believe the threat of implosion in the world s second-largest economy is real enough, given its spluttering growth and the ballooning costs of propping up Japan s greying society over five million are set to retire this year and next. Unfortunately, voters did not warm to Mr Kan s proposed solution: a long-mooted hike in consumer tax from five to 10 per cent. Few believed his assurances that the tax would not punish the poor, a fact he acknowledged yesterday. My lack of explanation about (the tax) was a big factor (in the disappointing outcome). With gridlock looming in the upper house, the prime minister must now go back to the electorate and persuade them to surrender more of their declining income. In 10, 20, or 30 years from now, I hope the public will see this government as the defining factor that began rebuilding Japan s economy, he said at the weekend. Mr Kan must also face down protests against the US base on Okinawa, the political graveyard of his predecessor Yukio Hatoyama, and deal with the inevitable fallout for Japan s military alliance with the US. He will have to avoid the inevitable political daggers within the DPJ ahead of a September leadership election, while keeping his eye on the Democrat s key agenda: wrestling control from the bureaucrats who have run Japan for over half a century. Not surprisingly, pundits are measuring the political coffin of Japan s fifth leader since 2006, and wondering who will be sixth.

DPJ Weak
Hatoyama’s resignation indicates the DPJ’s struggle to process political realignment within Japan. 
Szechenyi. 2010. Deputy director of the Japan Chair and fellow at CSIS. [Nicholas June 2, 2010. Political Turmoil in Japan. http://csis.org/publication/political-turmoil-japan  Accessed: July 14, 2010] 
Prime Minister Yukio Hatoyama and Ichiro Ozawa, the secretary general of the ruling Democratic Party of Japan (DPJ), resigned today just nine months after ousting the once dominant Liberal Democratic Party (LDP) from power in a landslide election victory last summer. Japan has now had four prime ministers in less than four years, and the DPJ will scramble to pick a new leader a few weeks before another parliamentary election in July. The upcoming poll was once considered a second seal of approval for DPJ rule but could now further complicate domestic politics amid public anxiety about the economy and the country’s future. Q1: Why did Hatoyama resign? A1: Hatoyama and Ozawa were tainted by political funding scandals, and their resignations are explained in part by a desire to improve the DPJ’s image ahead of an upper house election next month, which is ironic given that Ozawa was the architect of last summer’s landslide victory in the lower house. Hatoyama’s downfall can best be attributed to indecisiveness, a prime example being his failure until last week to articulate a position on a bilateral agreement with the United States to relocate a controversial marine base on the island of Okinawa. (He ultimately reneged on a campaign pledge to remove the base from the island, infuriating residents of Okinawa and further damaging his standing overall.) Hatoyama also did not control policy debates within his cabinet and allowed disputes to filter repeatedly into the public domain, casting doubts about his leadership. Public opinion polls released last weekend yielded an average approval rating of 20 percent (the lowest figure was 17 percent), a remarkable slide from his starting point of 70 percent last fall. Frustration within the DPJ had been mounting for some time, and the latest numbers appeared to be the last straw. Q3: How important is the upper house election? Could the DPJ lose power? A3: Last summer the DPJ secured a majority in the more powerful lower house of the Diet (parliament), which selects the prime minister, and the upper house election therefore does not necessitate a change in government. But Hatoyama’s poor performance introduces an element of uncertainty that could complicate the DPJ’s efforts to solidify control of the Diet. The DPJ had hoped to sustain momentum and establish a solid majority in the upper house poll to prevent gridlock and implement its legislative agenda without delay. However, recent polling suggests the DPJ has lost its lead over the LDP, and an increasing number of voters do not favor either party. This creates space for new small parties established by former LDP members that could become increasingly influential if the DPJ fares poorly and cannot secure a majority without forming a governing coalition. (Hatoyama formed a coalition with two other small parties, the People’s New Party and the Social Democratic Party, to secure the upper house majority, but the Social Democrats recently bolted the coalition to protest Hatoyama’s decision on the Okinawa base issue, and another run with the People’s New Party is unlikely.) The DPJ could squeak by but the upper house election could prove significant in determining the extent to which the DPJ can remain wedded to the policy prescriptions it advertised last year. Q4: What does Hatoyama’s resignation say about the state of Japanese domestic politics? A4: Some observers interpreted the DPJ victory last summer as the dawn of a new era of political leadership after decades of nearly uninterrupted rule by the LDP. Today’s developments render such pronouncements premature. The current situation is more likely a prelude to a new era, a messy process of political realignment featuring successive coalition governments as a new generation attempts to coalesce around a set of core principles that can underpin a sustainable majority. Hatoyama campaigned on a platform of “change,” but when one considers the instability that has plagued Japanese domestic politics in recent years, thus far it appears the more things change the more they stay the same.
DPJ Weak
The DPJ is experiencing political instability similar to the LDP.
Klingner 7/15 -senior research fellow for Northeast Asia at the Heritage Foundation's Asian Studies Center [Bruce, “More political stalemate for Japan” July 15, 2010, accessed July 17,  http://www.heritage.org/Research/Commentary/2010/07/More-political-stalemate-for-Japan]
A year ago, the Democratic Party of Japan's (DPJ) landslide victory in the Lower House election ushered in euphoric predictions of bold new policies and even a transformation of the Japanese political system. There were widespread hopes that the DPJ would break the streak of Japan's revolving door of short-lived leaders. Instead, Prime Minister Yukio Hatoyama's tenure has proved to be a slow motion train wreck and "Hatoyama leadership" has became an oxymoron. Indeed, the DPJ quickly showed itself to be no more competent in governing Japan than its much-derided opponent, the Liberal Democratic Party (LDP). After shedding its twin albatrosses of Hatoyama and DPJ general secretary Ichiro Ozawa, as well as many of its earlier campaign pledges, the DPJ hoped for a respectable showing in the July 11 Upper House election. Instead, the electorate delivered a painful thrashing to the DPJ that may prove fatal for Prime Minister Naoto Kan. The DPJ will now be even more focused on politics than policymaking, leaving the Japanese ship of state rudderless and adrift in the troubled waters of East Asia. Hatoyama's troubled tenure The DPJ lost its initial strong public support after Hatoyama and Ozawa became embroiled in money scandals, tarnishing the party's reputation and undermining its claims of clean politics and transparent governance. The prime minister was also derided for lacking a strategic vision and his frequent policy reversals. United States officials privately referred to the DPJ as "amateurs" due to the party's non-existent policymaking process and inability to make decisions. Hatoyama's ineptitude, coupled with the DPJ abandoning several of its campaign pledges, triggered plummeting approval ratings from an increasingly cynical and embittered electorate. After Hatoyama and Ozawa resigned, the DPJ enjoyed a resurgence of public approval. But DPJ optimism for the Upper House election proved to be short-lived since its problems went beyond Hatoyama and were instead endemic to the party's policies and processes. That the DPJ chose Hatoyama as its first leader after its unprecedented 2009 electoral victory reflected poorly on the party and its future potential for success. Having to go to the bullpen for a relief pitcher in only the second inning of the baseball game doesn't instill confidence in the DPJ. Newly-selected Kan saw his disapproval ratings surpass his approval ratings after only one month in office, far quicker than any of his predecessors. A year ago, it was common for Japan watchers to predict that the DPJ would gain enough seats in the July election to secure a unilateral majority; that it would no longer be reliant on coalition partners; and that by punting the leftist Socialist Democratic Party from the ruling coalition, the DPJ would adopt more centrist foreign and security policies. Instead, the DPJ defied pollsters by doing more abysmally than even the most pessimistic prediction. The DPJ won only 44 seats, far short of its goal to retain its 54 contested seats. A year ago, expectations had been the DPJ would garner 60 or more seats, giving it a sole majority in the Upper House when combined with its 62 uncontested seats. DPJ coalition partner the People's New Party lost all three of its contested seats, leaving it only with its three uncontested seats, giving the coalition a total of 109 seats, far short of the 122 necessary for a majority. As a result of its underwhelming election results, the DPJ coalition can no longer ensure approval of its legislative initiatives. Although the DPJ has a majority in the more powerful Lower House, it does not have the two-thirds majority necessary to override bills rejected by the upper house. A "twisted parliament" portends even greater legislative stalemate and political gridlock. The main opposition LDP, banished with disdain by the electorate following last year's Lower House election, rebounded with 51 seats, up from 38, for a total of 84 in the Upper House. The LDP shouldn't become complacent about its victory, however. Just as the DPJ won last year's election mainly because it wasn't the LDP, the LDP gained ground on Sunday simply because it was moderately less offensive to voters than the DPJ. The LDP must guard against claiming vindication since it too has failed to articulate coherent alternative policies. The LDP will likely adopt the obstructionist tactics that the DPJ utilized when it was the opposition, namely blocking all legislation and then blaming its opponent for the political stalemate. 

DPJ unpopular
DPJ unpopular - the economy and the aging population prove
BBC News 7/12 (Roland Buerk, 7/12/10, Poll blow raises Japanese economy fears, http://www.bbc.co.uk/news/10594674)

Creative destruction? For the Democratic Party of Japan the upper house election is a bitter disappointment. Just 10 months ago it swept to power, ousting the conservative Liberal Democratic Party which dominated the post-war era. The DPJ promised to make politics more transparent and to build a European-style welfare state. Since then much has been done to take control of policy-making out of the hands of bureaucrats, but the government has performed less well on Japan's big problems, the aging population and the economy. And the funding scandals as well as a row over a US military base which brought down Prime Minister Yukio Hatoyama after less than nine months have added to the disappointment. Some analysts characterise what is going on as creative destruction, with Japanese politics still in the destructive phase. Last year the iron triangle of the LDP, the bureaucracy and big business which had endured for decades was shattered. One day a functioning and responsive multi-party system may emerge. But before that both the LDP and the DPJ - both coalitions of interest groups across the political spectrum - may need to be broken and reformed along more coherent ideological lines. Several smaller parties have already split from the LDP. As for Naoto Kan, he has said he will not be resigning as prime minister after this setback. But his Democratic Party of Japan is due to hold a leadership contest in September. That is when the two-year term he inherited from Yukio Hatoyama expires and he looks vulnerable to a challenge. 
Uniqueness Overwhelms the Link
Election results mean no agenda passage
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

Once it becomes an established practice for parties to openly discuss their policy-based alignments and how to legislate their policies, voters will be swayed less by superficial trends.  Twisted Diet  Yakushiji: Now that the Upper House is opposition-controlled, I think the government's ability to execute its policies will sharply decline. Would you agree? Ito: There is little time left for the government to establish a growth strategy that is compatible with a sustainable fiscal strategy. If repeated, earnest suprapartisan discussions can generate a consensus and advance necessary reforms, it can be said that the outcome of the latest Upper House election is a blessing for the public. Mikuriya: My worry is that the DPJ may not even be capable of fruitful suprapartisan policy collaboration. To negotiate and collaborate on policies with other parties, the DPJ obviously needs to set an order of priority for its policies. There can be no suprapartisan collaboration if the party cannot even discuss its policies thoroughly among its own members. 
AT: Uniqueness Overwhelms Link – No Agenda for DPJ

Installing the NPU gives Kan a chance at his agenda with an increase in momentum
THE DAILY YOUMURI 7-19

[“Is Kan's new fiscal body up to task?”, http://www.yomiuri.co.jp/dy/business/T100719003661.htm]

A new organization to comprehensively discuss the central government's economic and fiscal policies likely will face many problems, as the organization is a last-ditch effort to remedy the absence of an economic and fiscal control tower, a problem that dates back to the Yukio Hatoyama government. Under Prime Minister Naoto Kan, the organization would tackle the new growth strategy and discuss raising the consumption tax. Yet, it remains unclear whether the organization would be able to put a control tower back in place and lay out a clear course for dealing with potential problems. If the organization fails to function as hoped, it could put the country's international reputation in jeopardy. The new organization will replace the National Policy Unit, following a decision by Kan last week to reduce that body's functions, and will feature Chief Cabinet Secretary Yoshito Sengoku as its central figure in hope of taking advantage of his prowess in accommodating a variety of interests. Kan told reporters Sunday he expected the National Policy Unit to act as a brain trust, making policy proposals and providing important information. "[Just because we're setting up this organization] doesn't mean the National Policy Unit will be any less important," Kan said. "I want the unit involved in various fields as policy advisor." Kan's Democratic Party of Japan ranked setting up the National Policy Unit second among its achievements during the House of Councillors election held on July 11. The party claimed the unit would continue to be successful in deciding basic fiscal, economic and tax policy, circumventing the sectionalism associated with bureaucracy. 

Resignation Inevitable

Political transition and Kan resignation inevitable—no economic strength and failing parties

Katz 7/11—editor-in-chief of The Oriental Economist Report (Richard, Japan Realtime blog at Wall Street Journal, 7/11/10, " What It All Means: The Experts Opine Part 2", http://blogs.wsj.com/japanrealtime/2010/07/12/what-it-all-means-the-experts-opine-2/, JB)
 The repudiation of the DPJ shows that no existing party is equipped to govern. Japan will continue its long transition through party realignment and policy gridlock that began after the end of the economic “bubble” and the Cold War. Voter volatility is higher than ever. The LDP’s relative success merely reflects disappointment in the DPJ. It is not clear that either the DPJ or the LDP will exist in their current form within a few years. Prime Minister Naoto Kan will likely lose his post. Even if he stays, his position within the DPJ will be weak and former party chief Ichiro Ozawa will start maneuvering. The DPJ will find it hard to gain coalition partners; if so, legislative gridlock and pressure for an early Lower House election will increase. Having made the unfathomable miscalculation of making the election a referendum on a tax hike, Kan has made the hike even more politically difficult. In any case, the consumption tax is the wrong tax to hike in a country suffering from a chronic shortfall in disposable income and consumer demand. No party has a coherent plan to restore economic vitality, without which political stability is impossible.

A2: Resignation Inevitable

No Kan resignation or Ozawa rise—DPJ self-interests and compromise

Nonaka 7/11—Professor of political science, Gakushuin University (Naoto, Japan Realtime blog at Wall Street Journal, 7/11/10, " What It All Means: The Experts Opine Part 2", http://blogs.wsj.com/japanrealtime/2010/07/12/what-it-all-means-the-experts-opine-2/, JB)
The DPJ wasn’t able to form a proper budget, and wasn’t able to increase funding by cutting back on wasteful spending. When the issue of increasing the consumption tax came out, even if Mr. Kan didn’t intend it that way, people believed that the increased consumption tax would used to fill in the lacked funding. In my prediction (even if the DPJ cannot maintain a majority in the upper house) Mr. Kan will continue to be prime minister. Even though there are people within the party who are not happy with Mr. Kan, it has only been a month since he became leader of the DPJ, and it’ s not favorable for the DPJ to have internal disputes at this time . Mr. Ozawa’s group, although not happy with Mr. Kan, cannot gain back leadership, and will compromise by putting some members from Mr. Ozawa’s groups in influential positions. The DPJ must reorganize itself by the next election in three years times, and its not time for them to be breaking up. The LDP did much better than I thought. The LDP has been traditionally strong in 1-seat districts (usually in rural areas). The results show that the LDP still has a strong network of local assemblymen. The elections there are different from elections in urban places, and they won in non-urban areas. Nevertheless, the LDP has also not changed from its old character, and the LDP will also have to prove itself. 

***Links*** Futenma Remove Popular

Mishandling of Futenma prevents economic reform in Japan, which causes it to rely on foreign investors with higher interest rates
Stewart, 7/15  Program Director and Senior Fellow, Carnegie Council for Ethics in International Affairs (Devin, 7/15/10, “Will a Rudderless Japan Drift into Crisis?”, http://www.huffingtonpost.com/devin-stewart/will-a-rudderless-japan-d_b_648321.html, JPW)
Nevertheless, the slowness of Japan's new politics could launch the country adrift into a debt crisis. Although 95 percent of Japanese government bonds are held by domestic investors, several factors could create risks. First, with Japan's low savings ratio and low economic growth, if its aging population starts to draw on its savings, the government may be forced to rely on foreign funders who will demand higher interest rates. Second, a deteriorating Japanese current account, due to a stronger yen or weaker global demand for Japanese products, would also reduce a source of debt funding. Reuters has quoted one analyst as predicting a current account deficit by 2016. Finally, it isn't clear whether a consumption tax would generate enough revenue or whether the tax would only dampen an already stagnant economy. But whatever happens, five to ten years seems to be the critical time horizon. The next lower house election will take place in 2013, and by 2015 Japan is expected to shift toward external funding of its debt and will therefore face higher interest rates. "Three to four years from now I expect a sovereign debt crisis to hit Japan and long-term interest rates to surge," former Bank of Japan board member Teizo Taya said in a May interview with Reuters. Taya also believes that the five percent foreign holdings of Japanese debt would be sufficient to trigger a crisis if there were a sell off. One government official echoed these views when I visited Tokyo last week, saying the current account was the figure to watch. But interestingly he said that while some had hoped the election of the DPJ would have provided the "shock" to the Japanese system to bring about economic reform, the DPJ's failures over money scandals, mishandling the U.S. alliance, and the consumption tax have killed that hope. Instead, he and his colleagues are looking to a debt crisis to provide the necessary shock for economic reform. Changes could occur in Japan's tax structure (reducing corporate taxes and increasing consumption taxes over time) as well as in its industrial policy to spur growth. Can't change occur without the need for a crisis? 

Moving the base off of Okinawa will increase DPJ’s popularity, which is key to passing consumption tax

Alabaster, 7/12   Staff writer AP (Jay, 7/12/10, “Japan braces for gridlock after ruling party’s defeat”, http://arabnews.com/world/article83025.ece, JPW)
While many voters say a tax hike may be inevitable, they want a more detailed discussion first. “If we look at the deficit, it’s reasonable to raise taxes to 10 percent, because we really have to revitalize the economy,” said Sadako Fukano, 71, a housewife in Tokyo. “However, the prime minister’s explanation as to where he’s going to spend the tax money wasn’t enough.” While Japan’s public debt is serious, analysts say any comparison to Greece is an exaggeration, because most government bonds are held by domestic investors, who are unlikely to dump them. Sunday’s results also underlined deep public disappointment over how the Democrats had reneged on their campaign promises. Chief among them was former Prime Minister Yukio Hatoyama’s failure to move a US Marine base off the island of Okinawa, which along with a funding scandal chased him from office last month. Kan, a former finance minister with roots in grass-roots activism, enjoyed support ratings of more than 60 percent when he took office in early June. But that plunged after he proposed the tax hike. As the elections neared, Kan backtracked and promised there would be no tax increase until after the next lower house election, which must be held within three years. The swing in public opinion has emboldened the opposition and raises the specter of gridlock on key legislation such as the budget. Smaller parties quickly distanced themselves from the ruling Democrats on Monday. 

Futenma Remove Popular
The people can’t trust Kan because of the DPJ’s lie regarding Futenma
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

The outcome was inevitable, given the poor performance of the former administration of Prime Minister Yukio Hatoyama over eight and a half months. Hatoyama didn't accomplish a thing with the issue of relocating the U.S. Marine Corps Air Station Futenma and completely failed to address (former secretary-general) Ichiro Ozawa's alleged money scandal before he passed on the mantle to Naoto Kan. And Kan went right ahead and proposed raising the consumption tax rate, possibly to 10 percent. The DPJ was really asking too much of the people, who had no reason to trust the party that effectively swept the problems created by Hatoyama and Ozawa under the rug.As for the LDP, it's definitely not fully back on track yet. The party's unexpectedly strong showing owed merely to anti-DPJ votes going to the LDP rather than to other newly established opposition parties. The LDP would be totally wrong to think it can win the next election by harping on about the DPJ's blunders. I believe the votes that the LDP picked up this time will go elsewhere in the next election, if the LDP keeps opposing everything as a matter of principle--the way it was with the former Socialist Party of Japan--and gets into the habit of bringing the Diet to a grinding halt. Furukawa: The people showed excellent judgment. First, they became severely critical of the DPJ when their hopes for change were betrayed by both the Hatoyama and Kan administrations. Second, they became skeptical about the Kan administration because it wouldn't go near issues related to money and politics. And third, they questioned the DPJ's ability to govern. Cabinet ministers contradicted one another. Party leaders' words proved too frivolous to be taken seriously. The party threw money around as if it thought popular trust could be bought. Also, the party didn't even bother to discuss its campaign manifesto in public before rewriting it. The DPJ was being irresponsible, period, and the people sensed it. 

The DPJ is down, but not out- DPJ credibility will increase with a competent Kan
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

The consumption tax issue was symbolic of this irresponsibility. Kan brought it up quite abruptly, and nobody was prepared for it. His arbitrary ways are a problem. That said, the DPJ picked up more votes than the LDP under the proportional representation system, which means the people haven't completely written off the DPJ. Voters who cast their ballots for the LDP did so in order to stop the DPJ from running wild. I don't believe these people are really in favor of an LDP administration. Your Party collected votes from people for whom neither the DPJ nor the LDP seemed quite right. Since theirs were essentially swing votes, I can't say anything about what those voters will do in the next election. Ito: I think popular criticism against the Hatoyama administration set the basic tone of the Upper House election. The LDP has every potential to grow into a powerful opposition party, but it hasn't managed to become such a constructive political force over the past months. Your Party called for "spending cuts before all," which was actually one of the DPJ's campaign slogans for the Lower House election last summer. People who bought into this voted for Your Party to give it a try anyway, even though they weren't sure the party was ready to govern yet. Voters who judged parties by their past accomplishments went with the LDP. Yakushiji: Under the proportional representation system, the DPJ won roughly 18 million votes, and the LDP won 14 million. In the 2007 Upper House election, the figures were 23 million for the DPJ and 16.5 million for the LDP, meaning their votes were down 5 million and 2.5 million, respectively, this year. The two parties lost a combined 7.5 million votes. Your Party won 7.9 million votes this time. For votes won by New Komeito and the Japanese Communist Party, there was virtually no difference between the 2007 election and this year's poll. This means some of the votes that went to the DPJ and the LDP in 2007 went to Your Party this year. It is notable that proportional representation candidates today can win seats with far fewer votes than in the past. Some winners this year collected only 100,000 to 200,000 votes, whereas at least 800,000 to 1 million votes were needed in the past to win. The voter base has become fractionalized with the weakening of the influence of business organizations and labor unions, and I believe this has resulted in today's large swing votes from unaffiliated voters.
Base Unpopular
US base in Okinawa unpopular

Shuster, 10 (6/21/10, Mike, National Public Radio, “Japan's PM Faces Test Over U.S. Base On Okinawa,” http://www.npr.org/templates/story/story.php?storyId=127932447)

[In Japan, the problem that led to the dissolution of former Prime Minister Yukio Hatoyama's government now is vexing the new government. Earlier this month, Hatoyama resigned over the controversy about the continued presence of thousands of U.S. troops stationed on the Japanese island of Okinawa. He promised but failed to bring about their relocation. The new government in Tokyo is facing the same problem with little prospect of a solution. Many of the 18,000 U.S. Marines based in Japan are located at the Marine Corps Air Station Futenma on Okinawa. Over the years, Okinawans have pressed harder and harder to move the base away from their island. After the opposition Democratic Party of Japan pulled off a historic electoral victory last year, Hatoyama got caught by promises to close the base that he couldn't keep. He resigned after only eight months in office. His successor, Naoto Kan, took office earlier this month. It is not clear how he will deal with the problem of Okinawa, says political analyst Masatoshi Honda of the National Graduate Institute for Policy Studies. "He hasn't made any clear statement about Futenma before and even right now. He just said he will follow the decision of the previous prime minister. So we cannot see what he really wants to do on this issue," Honda says.]
Kan Futenma Fail Causes Resignation

Futenma is key to Kan’s political capital. 
The Nikkei Weekly, 2010 [ITARU OISHI Bureau chief, Washington, D.C. July 5, Futenma threatens to fade smiles, lexisnexis]
Prime Minister Naoto Kan and U.S. President Barack Obama  appeared to hit it off well in Canada last week, providing the new Japanese government with some hope as it strives to repair Tokyo's strained relations with Washington. But with so much confusion and simmering emotion still surrounding the U.S. military base relocation issue, it is hard to be too optimistic about the outlook for the bilateral relationship. Chief Cabinet Secretary Yoshito Sengoku was clearly relieved by the talks between the leaders. He claimed that Kan managed to build personal ties with Obama  during the meeting, held June 27 on the sidelines of the Group of Eight and Group of 20 summits in Toronto. Nonetheless, the issue of relocating U.S. Marine Corps Air Station Futenma in Okinawa Prefecture - which cost Kan's predecessor, Yukio Hatoyama, his job - remains as daunting and contentious as ever, with little chance that the relocation plan recently agreed upon by the two governments will win the support of the local communities affected. All about results The U.S. administration clearly expects Japan to settle the issue once and for all by the time Obama  sets foot on Japanese soil in November. This year marks the 50th anniversary of the Japan-U.S. security treaty, but no ceremony to commemorate the milestone has been held because of the diplomatic friction over the Futenma issue. After five years of frequent leadership changes in Japan, Kan is forced to start from an unusually disadvantageous position. There are signs that the Obama administration  has no intention of easing its pressure on Japan to remove this festering sore quickly. When Ichiro Fujisaki, Japan's ambassador to the U.S., visited the State Department to lay the groundwork for the Kan-Obama  meeting, he was surprised to find that Deputy Secretary of State James Steinberg had already read the entire text of Kan's first policy speech before the Diet. Washington is undoubtedly bent on pressing Tokyo to follow through on what Kan said in his address about Japan's alliance with the U.S. and the Futenma issue. Kan said the security alliance is the cornerstone of Japan's diplomacy and promised to honor the bilateral agreement reached in May. The U.S. is in no mood to allow Japan to further postpone the work to move the air base to another location within Okinawa Prefecture, as called for in the pact. As soon as it took power in early June, the Kan administration had a foretaste of the tough stance the U.S. is willing to take to achieve its objectives on Futenma. Kurt Campbell, assistant secretary of state for East Asian and Pacific affairs, visited Tokyo immediately after Kan became prime minister. Told that Okinawa Gov. Hirokazu Nakaima is reluctant to permit the land reclamation work needed to build the new facility that would assume Futenma's functions, Campbell suggested that a special law be enacted to forcibly carry out the work. Campbell clearly had in mind a law that Japan enacted in 1997, which gave the central government the power to expropriate land from the prefecture to ensure renewals of land lease contracts for U.S. bases. Tightrope walk Such a step under the current circumstances, however, could lead to an ugly confrontation between the central government and Okinawa Prefecture. It would be tantamount to political suicide for Kan, who has cast himself as a lawmaker with political roots in civic movements. During his meeting with Kan, Obama  showed his awareness of the sensitivity of the base issue among Okinawans, saying that he will strive to ensure that U.S. forces are accepted by local communities. Now both Japan and the U.S. are looking for the best timing to announce measures that would ease the military burden on Okinawa, such as transferring some drills conducted by U.S. forces to Japan's main island. Kan is also desperately trying to sway popular opinion in Okinawa in his favor. He recently said, for instance, that the Japan-U.S. security treaty is good not just for the two countries but also for Japan's neighbors, including China. In response to eager requests from Tokyo, Obama  invited Kan to visit Washington, D.C. in September, extending a tentative welcome to Japan's new leader. But unless Kan figures out a way to resolve the Futenma issue swiftly, he may end up with the same fate as his predecessor. 

Futenma Winners Win
Kan needs a win over Futenma to get his consumption tax passed
GLOBAL POST 7/16
[“Japan economy: The wrath of Kan”, http://www.globalpost.com/dispatch/japan/100715/global-economy-japan?page=0,2]
The public’s gripe with Kan is rooted in his confused approach to the scale and purpose of his proposed tax changes, a criticism he accepted in the immediate aftermath of defeat. “I am sorry that my remarks were misunderstood," he said. "The election result shows that the country needs to have a proper debate before any decision is taken on tax." Martin Schulz, senior economist at the Fujitsu Research Institute in Tokyo, believes Kan could win the tax debate as long as he proves his credentials in other policy areas, such as social security spending and wresting power from the elite bureaucrats who have run Japan’s postwar economic policy.“There is a general acceptance that the sales tax has to be raised eventually. But people are only willing to trust a government with a proven track record of acting responsibly, and the DPJ haven’t done that yet,” Schulz said, referring to the Democratic Party by its acronym.
The Okinawa air base issue is contentious – solving it overcomes a crucial test for the PM
CNA 7-4-10 (“Japan PM faces first big test” 4 July 2010 Channel News Asia http://www.channelnewsasia.com/stories/afp_asiapacific/view/1067491/1/.html) AK

A majority would see both houses controlled by a single party for the first time in two decades and analysts say this is crucial in fostering stability as Japan looks to turn around an economic "lost decade".  "Japan has utterly lacked political leadership," said Naoto Nonaka, professor of Japanese politics at Gakushuin University in Tokyo. "Japanese industries are still competitive and what they need is political initiative" to guide the stagnant economy onto a fresh growth path, Nonaka said. "Japan is facing a crucial test." Hatoyama resigned because he had mishandled a dispute over the relocation of the US Marine Corps Air Station Futenma, triggering local protests, losing Socialist coalition partners and souring ties with  Washington.  "Although prime ministers have changed, nothing has been resolved yet (on Okinawa)," said Koji Nakakita, professor of politics at Tokyo's Rikkyo University.  "The Okinawa issue remains a grave task."

Kan would be the winner if Futenma was removed
Allen 7-12-10 (“Japanese voters show discontent with ruling party” By DAVID ALLEN Published: July 12, 2010 http://www.stripes.com/news/pacific/japan/japanese-voters-show-discontent-with-ruling-party-1.110777) AK

But the months-long discussion about Futenma — whether to move it to a rural part of the island or push the United States to rethink base alignment plans altogether — is a vivid example of the DPJ’s challenges and failures since taking control of the country nearly a year ago. “The DPJ misunderstood the voters’ will when they won the election last summer,” according to Kazuya Sakamoto, a professor of international politics and Japan- U.S. relations at Osaka University’s Graduate School of Law and Politics. “What people wanted was a change, not revolution.” It also shows how much work Kan — the party’s second prime minister in 10 months — has before him while facing a disappointed electorate. Early last month, Yukio Hatoyama resigned after facing a financial scandal and failing to produce a new plan for Futenma. Now, Kan must move that plan forward, an effort that will take deft political work from both countries to satisfy Okinawans, who host about half of the 47,000 U.S. troops in Japan, according to Gerald Curtis, a political science professor at Columbia University.At the end of the summer, both countries are expected to release more details about building the new air station on Okinawa’s rural northeastern coast. “Then the hard work begins for both the U.S. and Japan,” said Curtis, who spoke Monday in Tokyo. “There is no way this is going to happen quickly.” Kan clearly has his work cut out for him. On Okinawa, anger over the Futenma relocation issue scared the DPJ so much that it didn’t even field a candidate, Kingston said. A governor’s race this fall could pose an even greater litmus test for the DPJ and Futenma. In Japan, governors have the authority to block public projects involving construction over water. The new Marine air station includes a proposal to build onto landfill on Okinawa waters.
General Winners Win

DPJ confidence will depend on Kan’s success with achieving his agenda. 

Klingner 2010 -senior research fellow for Northeast Asia at the Heritage Foundation's Asian Studies Center [Bruce, “More political stalemate for Japan” July 15, 2010, accessed July 17,  http://www.heritage.org/Research/Commentary/2010/07/More-political-stalemate-for-Japan]

A year ago, the Democratic Party of Japan's (DPJ) landslide victory in the Lower House election ushered in euphoric predictions of bold new policies and even a transformation of the Japanese political system. There were widespread hopes that the DPJ would break the streak of Japan's revolving door of short-lived leaders. Instead, Prime Minister Yukio Hatoyama's tenure has proved to be a slow motion train wreck and "Hatoyama leadership" has became an oxymoron. Indeed, the DPJ quickly showed itself to be no more competent in governing Japan than its much-derided opponent, the Liberal Democratic Party (LDP). After shedding its twin albatrosses of Hatoyama and DPJ general secretary Ichiro Ozawa, as well as many of its earlier campaign pledges, the DPJ hoped for a respectable showing in the July 11 Upper House election. Instead, the electorate delivered a painful thrashing to the DPJ that may prove fatal for Prime Minister Naoto Kan. The DPJ will now be even more focused on politics than policymaking, leaving the Japanese ship of state rudderless and adrift in the troubled waters of East Asia. Hatoyama's troubled tenure The DPJ lost its initial strong public support after Hatoyama and Ozawa became embroiled in money scandals, tarnishing the party's reputation and undermining its claims of clean politics and transparent governance. The prime minister was also derided for lacking a strategic vision and his frequent policy reversals. United States officials privately referred to the DPJ as "amateurs" due to the party's non-existent policymaking process and inability to make decisions. Hatoyama's ineptitude, coupled with the DPJ abandoning several of its campaign pledges, triggered plummeting approval ratings from an increasingly cynical and embittered electorate. After Hatoyama and Ozawa resigned, the DPJ enjoyed a resurgence of public approval. But DPJ optimism for the Upper House election proved to be short-lived since its problems went beyond Hatoyama and were instead endemic to the party's policies and processes. That the DPJ chose Hatoyama as its first leader after its unprecedented 2009 electoral victory reflected poorly on the party and its future potential for success. Having to go to the bullpen for a relief pitcher in only the second inning of the baseball game doesn't instill confidence in the DPJ. Newly-selected Kan saw his disapproval ratings surpass his approval ratings after only one month in office, far quicker than any of his predecessors. A year ago, it was common for Japan watchers to predict that the DPJ would gain enough seats in the July election to secure a unilateral majority; that it would no longer be reliant on coalition partners; and that by punting the leftist Socialist Democratic Party from the ruling coalition, the DPJ would adopt more centrist foreign and security policies. Instead, the DPJ defied pollsters by doing more abysmally than even the most pessimistic prediction. The DPJ won only 44 seats, far short of its goal to retain its 54 contested seats. A year ago, expectations had been the DPJ would garner 60 or more seats, giving it a sole majority in the Upper House when combined with its 62 uncontested seats. DPJ coalition partner the People's New Party lost all three of its contested seats, leaving it only with its three uncontested seats, giving the coalition a total of 109 seats, far short of the 122 necessary for a majority. As a result of its underwhelming election results, the DPJ coalition can no longer ensure approval of its legislative initiatives. Although the DPJ has a majority in the more powerful Lower House, it does not have the two-thirds majority necessary to override bills rejected by the upper house. A "twisted parliament" portends even greater legislative stalemate and political gridlock. The main opposition LDP, banished with disdain by the electorate following last year's Lower House election, rebounded with 51 seats, up from 38, for a total of 84 in the Upper House. The LDP shouldn't become complacent about its victory, however. Just as the DPJ won last year's election mainly because it wasn't the LDP, the LDP gained ground on Sunday simply because it was moderately less offensive to voters than the DPJ. The LDP must guard against claiming vindication since it too has failed to articulate coherent alternative policies. The LDP will likely adopt the obstructionist tactics that the DPJ utilized when it was the opposition, namely blocking all legislation and then blaming its opponent for the political stalemate. Challenges ahead Kan already faces internal party calls for his resignation but that is unlikely before the DPJ caucus in September. Working in Kan's favor will be the party's hesitancy to imitate the LDP's oft-criticized revolving door of prime ministers. Kan's tenure beyond September's party election is far more precarious, however, and he could still become one of Japan's shortest-ruling leaders. The recently disgraced and exiled Ozawa may strive to make a comeback at the September party caucus. Though he remains too unpopular to return as the party leader, he will try to exercise power through a proxy candidate. He may assess that he has greater leverage because a threat by him to depart the party, along with scores of "Ozawa's children" - legislators who won in last year's election and remain beholden to him, could precipitate a collapse of the DPJ government. The DPJ must now seek coalition partners, either in a formal power-sharing arrangement or on an ad-hoc basis to approve individual pieces of legislation. Doing so would add an additional layer of deal-making and compromising to Japanese policymaking. During the past year, the miniscule People's New Party and SDP were able to hold the much larger DPJ hostage on both domestic and foreign policies. The need to form a coalition to secure a majority gave outsized importance to these minor parties. The DPJ may seek to join forces with Your Party, making it the new tail that wags the 
[CONTINUED]

General Winners Win

[CONTINUED]
political dog. Your Party leader Yoshimi Watanabe, however, repeated his vow not to join the ruling coalition without major changes in the DPJ party platform. Watanabe also called on Kan to dissolve the Lower House since Your Party would likely gain additional seats and leverage at the DPJ's expense. Even before the election, the DPJ was plagued by an inability to produce - let alone implement - policies. The DPJ encompasses broadly divergent ideological factions which hinders the party's ability to achieve consensus. On domestic issues, the party is divided between those advocating populist pump-priming economic stimulus initiatives to secure an election victory and those calling for fiscal restraint to overcome Japan's burgeoning public debt. On foreign policy, the DPJ is divided amongst those favoring a continued strong and close alliance with the US and those advocating a more independent security policy. This was encapsulated in the fierce debate over the fate of the US Marine Corps Futenma Air Station in Okinawa. Although Hatoyama and Kan eventually affirmed the pre-existing bilateral agreement, it was done in a manner that inflamed Okinawan anger against both Tokyo and Washington. The DPJ's election debacle will further constrain Japanese policymaking capabilities since party members will henceforth be more focused on politics than policies. Rampant speculation over the timing of Kan's departure will cause potential successors to vie for position while avoiding potentially unpopular policy stances. The DPJ's ability to deliver on promises will be severely undermined at a time when an increasingly impatient Japanese electorate is demanding results. The Japanese political instinct will be to sacrifice Kan on the altar of expediency to have him take the fall for the DPJ's failings. When Hatoyama was quickly replaced by Kan, the Japanese political system "worked" in the sense that it efficiently produced another leader, although without direct popular mandate. Yet, a system that results in four prime ministers in four years is flawed since it produces an assembly line of ineffective leaders. Having leaders jump overboard at the first gust of disapproval undermines important political concepts of perseverance and enduring leadership. Nor does it instill any inclination for a Japanese leader to remain faithful to principles and ideals by resolutely enduring critical yet vacillating public opinion in order to achieve national objectives. The result of such quick capitulation by the leadership is rapidly plummeting public confidence in the individual, cumulative cynicism of the parties and system, and decreasing national influence on the world stage. The DPJ has yet to prove it can lead and Kan is increasingly looking like yet another weak Japanese administration plagued by legislative stalemate and policy gridlock. But in a broader sense, neither the LDP nor the DPJ have displayed the vision or ability to govern the country effectively. This does not bode well for Japan's future. With the DPJ's aura of invincibility tarnished, the LDP and DPJ are now like two punch-drunk fighters bludgeoning each other to score tactical points but unable to deliver the knock out punch. The result is a Japan unable to fix its stagnant economic and massive government debt, address growing security challenges, or play a regional leadership role. Some analysts hope that the political tumult will eventually lead to a strategic political realignment in which the existing political parties disintegrate with new ideologically-based parties arising from their ashes. If that were to occur, it would offer the Japanese electorate a real choice between opposing political ideologies and policy objectives. This scenario, however, would require far greater dynamism than Japan has exhibited to date. In the meantime, the two Japanese political combatants will continue to inflict considerable damage on each other, as well as the country's hopes of economic revival or international influence.

Squo = Kan Pol Cap Usage on Futenma
Kan will use political capital on relocation in the squo
Green 10 senior adviser and Japan Chair at the Center for Strategic and International Studies (CSIS) and anassociate professor at Georgetown University (6/7/10, Michael J., Center for Strategic and International Studies, “Regime Change in Japan: Take Two,” http://csis.org/files/publication/100607_RegimeChange_JapanPlatform.pdf)

QUESTION TWO: WILL THE FUTENMA AGREEMENT HOLD? Kan told President Obama in their first phone callthat he would stick with his predecessor’s agreement to build the Futenma replacement facility (FRF) near Henoko inOkinawa, along the lines of the original U.S.-Japan agreement. There is now a general consensus in the leadership ofthe DPJ—to include Kan—that Hatoyama made a big mistake last year by reopening the Futenma issue andencouraging the anti-base movement in Okinawa. Now implementation of the agreement is going to be much moredifficult after eight months of flip-flopping and broken promises. If Kan had a magic wand to make one issue go away,he would probably choose Futenma. Implementation will be possible only if Kan’s office does some heavy lifting torebuild support in Okinawa. If the November gubernatorial election produces an anti-base governor, Kan would beforced to consider a tokusoho (special measures law) to overrule the prefectural government’s opposition. That wouldbe profoundly distasteful for the former antigovernment activist, but the issue could also split the DPJ and spark realignment if Kan backs down. One thing is clear: assertions in the American blogosphere that there will be “payback” against the United States forHatoyama’s downfall do not resonate at all with the Japanese press. However, the Futenma issue does still have a livefuse
LDP Likes Futenma Re-location
The LDP wants to relocate Futenma 

The Mainichi Daily News 7/12 (7/12/10, Okinawa LDP incumbent Shimajiri re-elected; differences with party on Futenma issue,  http://mdn.mainichi.jp/mdnnews/news/20100712p2a00m0na015000c.html

Shimajiri increased her support with the strong backing of conservatives in local assemblies. The high-profile candidate managed to dominate the election race in the absence of DPJ candidates and any clear campaign issues, despite the fact that she struggled in smoothing over differences between her campaign pledge and the LDP headquarters' position over the Futenma relocation issue. The LDP-New Komeito coalition government had decided to relocate the Futenma base within the prefecture.
The LDP wants Futenma relocated within the Henoko area

Breitbart 7/6 (7/6/10, DPJ candidates show mixed stance on Futenma issue: survey,http://www.breitbart.com/article.php?id=D9GPFSBG0&show_article=1) 
In contrast, many conservative candidates mainly from the Liberal Democratic Party and Your Party said a new base should be built in the Henoko area for the transfer of Futenma. A Your Party candidate said the Futenma base should be moved to Henoko to secure deterrence against possible threats and invasions, and that "all of the people in Japan have to express gratitude (for Okinawa's tolerance), and we should continue seeking ways to transfer it to Guam in the future." Among the 84 candidates of the main opposition LDP, 13 responded to the survey, while 6 of Your Party's 44 candidates did so. "People have paid less attention to the Futenma issue during the election campaign since the resignation of Mr. Hatoyama, although the situation in Okinawa has not changed at all," Nohira said. "We, the NGOs, conducted the survey so the issue will be focused on again." 

Okinawa Key to LDP/DPJ coalition
***Only DPJ/LDP coalition can solve- The coalition cannot be made without agreement over Okinawa

Stars and Stripes 7-14

[David Allen, Staff Writer, “Japan election could impede Futenma progress” http://www.stripes.com/news/japan-election-could-impede-futenma-progress-1.110973]
Kan’s position as head of the party and prime minister also could be at risk. During a meeting of top DPJ members Monday, there were calls for Kan to resign. Kan said he has no plans to do so. If he does eventually resign, he would be the fifth prime minister in four years to step down. He became prime minister in June after Yukio Hatoyama quit after admitting defeat on the Futenma issue.

Most minority parties have already discounted forming a coalition with the DPJ. Sakamoto predicted Kan and his party will have to form a closer alliance with their political nemesis, the Liberal Democratic Party, which they unseated last September after the more conservative party’s almost unbroken 50-year rule. “Now that the LDP has regained strength, the DPJ will have no choice but to be influenced by the LDP,” he said. Minister of Foreign Affairs Katsuya Okada alluded to such a possibility during a press conference Tuesday in Tokyo. Using the term “Twisted Diet” to describe the situation, he said “we are headed for some tough maneuvering,” according to a transcript. “It is a fact that this issue cannot move forward without the understanding of Okinawa,” Okada said.
Futenma Stops Coalitions
Futenma makes coalition-building impossible- Coalitions are key to domestic agenda

Klingner, 7/15/10

(Bruce, Senior Research fellow for Northeast Asia at the Heritage Foundation’s Asian Studies Center, “More political stalemate for Japan,” Heritage Foundation, pg online @ http://www.heritage.org/Research/Commentary/2010/07/More-political-stalemate-for-Japan)

Kan already faces internal party calls for his resignation but that is unlikely before the DPJ  caucus in September. Working in Kan's favor will be the party's hesitancy to imitate the LDP's oft-criticized revolving door of prime ministers. Kan's tenure beyond September's party election is far more precarious, however, and he could still become one of Japan's shortest-ruling leaders.  The recently disgraced and exiled Ozawa may strive to make a comeback at the September party caucus. Though he remains too unpopular to return as the party leader, he will try to exercise power through a proxy candidate. He may assess that he has greater leverage because a threat by him to depart the party, along with scores of "Ozawa's children" - legislators who won in last year's election and remain beholden to him, could precipitate a collapse of the DPJ government.  The DPJ must now seek coalition partners, either in a formal power-sharing arrangement or on an ad-hoc basis to approve individual pieces of legislation. Doing so would add an additional layer of deal-making and compromising to Japanese policymaking.  During the past year, the miniscule People's New Party and SDP were able to hold the much larger DPJ hostage on both domestic and foreign policies. The need to form a coalition to secure a majority gave outsized importance to these minor parties.  The DPJ may seek to join forces with Your Party, making it the new tail that wags the political dog. Your Party leader Yoshimi Watanabe, however, repeated his vow not to join the ruling coalition without major changes in the DPJ party platform. Watanabe also called on Kan to dissolve the Lower House since Your Party would likely gain additional seats and leverage at the DPJ's expense.  Even before the election, the DPJ was plagued by an inability to produce - let alone implement - policies. The DPJ encompasses broadly divergent ideological factions which hinders the party's ability to achieve consensus. On domestic issues, the party is divided between those advocating populist pump-priming economic stimulus initiatives to secure an election victory and those calling for fiscal restraint to overcome Japan's burgeoning public debt.  On foreign policy, the DPJ is divided amongst those favoring a continued strong and close alliance with the US and those advocating a more independent security policy. This was encapsulated in the fierce debate over the fate of the US Marine Corps Futenma Air Station in Okinawa. Although Hatoyama and Kan eventually affirmed the pre-existing bilateral agreement, it was done in a manner that inflamed Okinawan anger against both Tokyo and Washington.  The DPJ's election debacle will further constrain Japanese policymaking capabilities since party members will henceforth be more focused on politics than policies. Rampant speculation over the timing of Kan's departure will cause potential successors to vie for position while avoiding potentially unpopular policy stances. The DPJ's ability to deliver on promises will be severely undermined at a time when an increasingly impatient Japanese electorate is demanding results.

Futenma Remove Unpopular

Closing Futenma will lose all public support for the DPJ, making necessary economic reform impossible

NEWSWEEK 7/16
[“Japan-U.S. Relations Could Get Bumpy”, http://www.newsweek.com/2010/07/16/a-fragile-alliance.html]
As the government’s fiscal situation worsens, it becomes less and less likely that Tokyo will take up an ambitious security policy agenda. Fixing the government’s finances is a key step to addressing the other pocketbook issues with which voters are concerned. It is unlikely that a government implementing controversial budget cuts and tax increases would also take up the contentious question of how it should contribute to the defense of Japan and security in East and Central Asia. Its fear would be that the public would punish leaders perceived as focused on problems far from Japanese shores as it implements policies that hurt Japanese households. Moreover, for a cash-strapped government, the status quo, in which Japan limits its defense spending while subsidizing U.S. bases in Japan, continues to suit Japan’s interests. The logic of the Yoshida doctrine—which was formulated during the early postwar period, and which called for low defense spending combined with an alliance founded on U.S. bases in Japan—remains relevant today: Japanese leaders once saw the doctrine as the key to postwar economic development, and now the same policies provide resources for shoring up Japan’s social safety net and halting economic decline.
Futenma Remove Hurts Kan – Flip-Flop
Plan is a flip-flop for Kan – destroys public support

The Yomiuri Shimbun 7/13/10 (“Voters give DPJ policy the thumbs-down,” http://www.yomiuri.co.jp/dy/editorial/20100713TDY02T04.htm)

The DPJ's election loss could embolden a group of party members who support Ozawa to strengthen moves to shake up the party leadership ahead of the party's presidential election in September. But if Kan changes tack on the consumption tax and Futenma issue in the face of intraparty opposition, public confidence in his government will fade even further. Kan should maintain the pragmatic approach to domestic and diplomatic issues he adopted in a major break from the line taken by the Hatoyama administration. 
Both LDP and DPJ support the current relocation plan in the squo – only a risk that the plan is perceived as a DPJ flip-flop
Daily Yomiuri 7/5 (Yukiko Ishikawa, 7/5/10, " UPPER HOUSE ELECTION 2010 / Two sides of the same coin? ", http://www.yomiuri.co.jp/dy/national/20100706TDY03T03.htm)
With less than a week left before the House of Councillors election, the Democratic Party of Japan's security and foreign policies are looking more and more like those of the main opposition Liberal Democratic Party, as the DPJ emphasizes the great importance of the Japan-U.S. alliance. The DPJ has made an about-face on the relocation of the U.S. Marine Corps' Futenma Air Station in Okinawa Prefecture since former Prime Minister Yukio Hatoyama's administration collapsed over his inconsistency on the issue. During his first formal meeting with U.S. President Barack Obama--on June 27, on the sidelines of the Group of 20 summit meeting in Canada--Prime Minister Naoto Kan said the Japanese government will try to realize the relocation of the Futenma base as stipulated by the agreement reached by the two nations in May. Kan also told Obama that Japan would like the United States' cooperation in reducing the burden that hosting U.S. bases places on Okinawa Prefecture. Kan's words to Obama reflect precisely the DPJ's campaign platform for Sunday's election. The party has pledged to advance the relocation of the Futenma air base to the Henoko area of Nago, Okinawa Prefecture, as per the bilateral agreement. This is in contrast to its manifesto for last year's House of Representatives election, when the DPJ distanced itself from the United States and promised to review the planned realignment of U.S. forces. The LDP in its campaign pledges has touted the reconstruction of a strong Japan-U.S. alliance. The party says it plans to make steady progress on the realignment of U.S. forces in Japan, and to alleviate the burden on Okinawa Prefecture and other communities hosting U.S. bases. The plan to relocate the Futenma base to Henoko was originally agreed on in 2006 by the United States and the LDP, which was in government at the time. Sadakazu Tanigaki, the LDP president, has not referred to the Japan-U.S. agreement in his public campaign speeches, but has criticized the DPJ's change of position. "[The DPJ] has eventually adopted [a similar] policy to our own. But where we differ is that the DPJ has totally eroded the Okinawa Prefecture people's trust [in the government]," Tanigaki said 
Economy Key- Not Futenma

Economic problems and seat loss will throw Kan out of office—not Futenma
THE TOLEDO BLADE 7-20

[“Setting Sun”, http://toledoblade.com/apps/pbcs.dll/article?AID=/20100720/OPINION02/7200314]
The Democratic Party of Japan recently lost its majority in the upper house of the legislature in midterm elections. That is a reflection of the Japanese electorate's dissatisfaction with the country's current economic state and its leadership's efforts to deal with the problem. The Democrats last year defeated the Liberal Democratic Party, which had ruled the country almost without a break since 1955, in what was considered a monumental change. DPJ Prime Minister Yukio Hatoyama went down with a crash last month over the issue of the future of a U.S. military base on Okinawa. Mr. Hatoyama was replaced as prime minister by veteran politician Naoto Kan, who faced his first test in midterm elections this month for half the seats in the Japanese parliament's upper house. When Mr. Kan succeeded Mr. Hatoyama, he found his primary problem to be the state of the Japanese economy, plagued by ballooning national debt, slow job creation, and rising unemployment. He sought to respond by doubling the sales tax from 5 percent to 10 percent to increase revenue. When taxpayers predictably howled bloody murder, he wavered. The electorate's response to the proposed tax increase and what it considered Mr. Kan's lack of backbone was to cut his party's share of the 121 seats up for grabs from 54 to 44, giving the former ruling party 51 seats and the new populist "Your Party" 10 seats. Your Party, a kind of Japanese Tea Party, says it favors small government. The Democrats retain their control of the more important lower house, but will now find themselves blocked in the upper house and required to put together a coalition. Mr. Kan may be forced to resign. Japan could face new, early general elections before the situation can approach stability.
Futenma not be a key issue- East Asian relations and the economy

The Diplomat 7/8/10 (Interview with  Brad Glosserman, Japan watcher and executive director of the Center for Strategic and International Studies’ Pacific Forum, “Economy First for Kan,” http://the-diplomat.com/tokyo-notes/2010/07/08/economy-first-for-kan/)
More broadly, what have you made of DPJ foreign policy in Asia—has there been any break with the LDP? The drive to ‘rebalance’ relations is a good move—if that conceptual notion ever actually acquires any substance. I expect less outright confrontation with China from a DPJ government, although that trend was in place once Abe left office, and Chinese policy is also going to make accommodation more difficult. The real obstacles to deeper integration with Asia remain—and they aren’t only the product of Japanese actions. Do you expect any foreign policy shift under Kan? The focus of the Kan administration is likely to be economic policy. It should be—that has to be fixed first before Japan can move forward on many of its other concerns. I don’t see much substance yet in this field either, but it’s where I look for most substantive and important change. Success in economic policy will be the bellwether of this government. But I’m not optimistic. 
Domestic issues key – not Futenma

Suryanarayana 7/16- staff writer for the Hindu (P.S., 7/16/10, “’Political Unusual’ in East Asia,” http://www.thehindu.com/opinion/op-ed/article517367.ece) 
Of these four countries, Japan and Australia are long-standing military allies of the United Sates in the Asia-Pacific theatre. And, not long ago, the Philippines and Thailand were accredited by the previous U.S. administration as its “major non-NATO (North Atlantic Treaty Organisation) allies” in the Southeast Asian sub-region. U.S. President Barack Obama's current global agenda is, however, not the defining factor in the politics of these East Asian countries. As an exception, Mr. Kan's rise to power in Tokyo early in June was largely the result of his predecessor's failure to keep his pledge of reducing the U.S. military footprint in Japan or at least in its Okinawa prefecture. Despite this empirical reality, Mr. Kan's woes in the July 11 election were traceable to his domestic agenda and not foreign policy priorities. The key domestic issue was his failure to carry the people with him over his unpopular proposal to double the sales tax. Prior to this Councillors election, too, his brief political honeymoon was not really marred by the categorical decision he took, immediately after assuming office, to allow Okinawa to stay as the Pentagon's main playfield in East Asia. As evident from the public opinion polls that followed his ascent as prime minister, he was not held to account for not honouring his predecessor's pledge of showing the Americans who the master in Okinawa would be. Following the latest electoral setback, Mr. Kan's coalition now finds itself without a clear majority in the upper chamber of Diet, Parliament. As this is written, he is in search of a new ally to shore up the coalition's base in the House of Councillors. Although his administration's majority in the more powerful House of Representatives remains unassailable, he requires a similar balance of forces in the upper chamber as well to push through economic and fiscal “reforms.” Only through “reforms” can he hope to pull Japan out of its unending crisis of ballooning public debt and floundering growth rate. All this is conventional wisdom. Not in the same category, though, is the way in which the issue of American military presence in Japan quickly 
[CONTINUED]

Economy Key- Not Futenma

[CONTINUED]
receded as a factor in the July 11 election to one half of the total seats in the upper chamber of Diet. Mr. Kan's early-June rise to power occurred in a surcharged political atmosphere that was accentuated by the exit of Social Democratic Party (SDP) from the DPJ-led ruling centre-left coalition. His predecessor had failed to meet the SDP's demand that the American military profile in Japan be scaled down, particularly in Okinawa as the minimal first step. Subsequently, however, the SDP's poor performance in the July 11 election serves as a key pointer. The Japanese, deeply concerned over their personal budgets, do not necessarily see the U.S. as the chief villain of their country's “failing” political plot of much-promised economic growth and fairness. All this does not mean that Japan can indefinitely postpone tough decisions about its possible equation with the U.S. into the future. For now, Mr. Obama has not had the vision or time to think of creative alternatives to the current network of often-unpopular U.S. military bases in East Asia. Of continuing interest or concern to the U.S. in this region is China's relentless rise as a potential or possible global superpower. Official Washington is taking time to come to terms with this reality. But some American strategic experts have begun to visualise new options for the ‘off-shore balancing of China' in the current climate of popular sentiments in both Japan and South Korea against the idea of timeless U.S. military presence there. One such option is to distance the U.S. troops from China's immediate neighbourhood such as the land mass of Japan and South Korea and to raise the credibility of Washington's long-distance ‘strike capabilities.' At the height of America's Vietnam War in the last century, columnist Walter Lippmann had at one stage suggested a pull-back of U.S. troops to an utterly friendly terrain like Australia. Today, the U.S.-Australia equation is far more sophisticated, with China being a crucial factor. Within hours of toppling Mr. Rudd, the Mandarin-knowing ‘China-sensitised leader,' Ms Gillard affirmed that she would uphold the U.S.-Australia military-political alliance. However, like Mr. Kan in Japan, she too is aware that domestic economic concerns outweigh foreign policy priorities. The key issues she has chosen to focus on are education, health care, carbon pricing to address climate change, and taxes on super profits in the domain of minerals. Unlike Mr. Kan, whose rise to power was in some ways linked to an issue over U.S. presence in Japan, Ms. Gillard's ‘political coup' against Mr. Rudd had nothing to do with the U.S.-Australia-China triangle of complex cross-currents. She wanted to reverse the sudden administrative ‘drift' that began to spoil Mr. Rudd's “good government.” By her own narrative on how she became Prime Minister, Ms. Gillard has indicated that a non-conservative government such as her party's cannot have the luxury of politics as usual. The intended message is that there must a sense of urgency in addressing the people's concerns though cabinet-level consultations and community-level consensus. For Mr. Kan, who too espouses non-conservative ethos in an essentially capitalist milieu, the puzzle of ‘politics unusual' is how to feel the people's pulse while running a political machine such as a party or a coalition or government. In the Philippines, Mr. Aquino III, scion of a ‘people power' dynasty, is hardly a stranger to such a message. But he is just beginning to feel the ground realities. For Mr. Abhisit, on the other hand, a clean mandate in his own right may enhance his elbow room for essaying ‘politics unusual.'

Futenma Not Key

Okinawa not a key issue any more – election proves

Hindu 7/17 (7/17/10, " 'Politics unusual' in East Asia ", http://www.thehindu.com/opinion/op-ed/article517367.ece)
U.S. President Barack Obama's current global agenda is, however, not the defining factor in the politics of these East Asian countries. As an exception, Mr. Kan's rise to power in Tokyo early in June was largely the result of his predecessor's failure to keep his pledge of reducing the U.S. military footprint in Japan or at least in its Okinawa prefecture. Despite this empirical reality, Mr. Kan's woes in the July 11 election were traceable to his domestic agenda and not foreign policy priorities. The key domestic issue was his failure to carry the people with him over his unpopular proposal to double the sales tax. Prior to this Councillors election, too, his brief political honeymoon was not really marred by the categorical decision he took, immediately after assuming office, to allow Okinawa to stay as the Pentagon's main playfield in East Asia. As evident from the public opinion polls that followed his ascent as prime minister, he was not held to account for not honouring his predecessor's pledge of showing the Americans who the master in Okinawa would be. Following the latest electoral setback, Mr. Kan's coalition now finds itself without a clear majority in the upper chamber of Diet, Parliament. As this is written, he is in search of a new ally to shore up the coalition's base in the House of Councillors. Although his administration's majority in the more powerful House of Representatives remains unassailable, he requires a similar balance of forces in the upper chamber as well to push through economic and fiscal “reforms.” Only through “reforms” can he hope to pull Japan out of its unending crisis of ballooning public debt and floundering growth rate. All this is conventional wisdom. Not in the same category, though, is the way in which the issue of American military presence in Japan quickly receded as a factor in the July 11 election to one half of the total seats in the upper chamber of Diet. Mr. Kan's early-June rise to power occurred in a surcharged political atmosphere that was accentuated by the exit of Social Democratic Party (SDP) from the DPJ-led ruling centre-left coalition. His predecessor had failed to meet the SDP's demand that the American military profile in Japan be scaled down, particularly in Okinawa as the minimal first step. Subsequently, however, the SDP's poor performance in the July 11 election serves as a key pointer. The Japanese, deeply concerned over their personal budgets, do not necessarily see the U.S. as the chief villain of their country's “failing” political plot of much-promised economic growth and fairness. 
Weak leadership within the DPJ is what is hurting Japanese political instability, not the Futenma issue

Hornung, 7/8/10

(Jeffrey, Professor at the Asia-Pacific Center for Security Studies in Honolulu, “Kan He Do It?” Center for Strategic and International Studies, pg online @ http://csis.org/files/publication/100708_KanHeDoIt_JapanPlatform.pdf)

The DPJ made significant gains in recent years because it learned how to be an effective opposition party. Party  leadership became adept at pinpointing voter discontent. While this won elections, it did not translate into governing.  The Hatoyama administration was fraught with governance problems, many of which were traceable to weak  leadership. For example, despite promises to promote clean politics, Hatoyama was unwilling to provide a clear  statement on his own financial wrongdoings and failed to discipline Ozawa for allegations of financial wrongdoing.  Similarly, in the name of politician-led governance, Hatoyama kept security experts in the Ministry of Foreign Affairs  and the Ministry of Defense at arm’s length and chose chief cabinet secretary Hirano to preside over the Futenma  relocation review process, a politician with little knowledge about foreign policy or defense issues. Nor did Hatoyama  bring order to the steady stream of contradictory statements from his ministers. It is Kan’s job to start acting as the  head of the governing party and go beyond campaign rhetoric.  If the DPJ is serious about demonstrating political leadership, Kan needs to clarify what this means. The criticisms  leveled at the Hatoyama administration were not that it relied on bureaucrats; rather, there were too many political  voices (i.e. prime minister, cabinet ministers, party leadership). Once clarified, Kan needs to make the necessary  changes to ensure decisionmaking authority emanates from that one source. If more than one source, he needs to  establish a system of coordination to ensure harmonization of disparate voices. At the same time, Kan needs to rely on  all available tools, including regular solicitation of advice from bureaucrats. Civil servants are the premier’s in-house  experts and strengthen his ability to lead. This means Kan has to reestablish good relations with the bureaucrats.  Second, Kan needs to clean up the DPJ. The DPJ promised change, including clean politics and more transparency in  the decision-making process. Kan’s reestablishment of the Policy Research Council is an important step toward the  latter. Yet, if Kan is serious about clean politics, the resignations of Hatoyama and Ozawa are insufficient as they are  nothing more than a shell game that removes those suspected of wrongdoing from leadership positions without dealing  with the problem. While it could spark a DPJ civil war, Kan should force Ozawa to give Diet testimony of his financial  records. Given that three of Ozawa’s close aides were indicted, as party leader Kan would be justified for wanting to  uncover criminal wrongdoing in his party. As long as these problems are not addressed, Kan cannot say his party is  serious about clean politics.  Finally, if the DPJ wants to prove it is not the LDP, Kan needs to show courage in the face of the electorate. The LDP  was guilty of replacing prime ministers without dissolving the Diet. The DPJ criticized this as avoiding public input via  elections, aggravating distrust in politics and preventing Japan’s development toward a two-party democracy. Prior to  Hatoyama’s resignation, polls showed the public lost trust in both the DPJ and government. For the DPJ to live up to  its ideals, Kan should submit his government to a vote of public confidence by calling an election in the House of  Representatives. As long as he does not, the DPJ is no different from the LDP and demonstrates the shallowness of its  commitment to establishing a robust two-party system. 

***Internal Links*** Popular Kan Key to Financial Reform

Election result makes financial reform impossible without popular support for Kan

Christian Science Monitor 7/12 (Gavin Blair, 7/12/10, " Japan's new prime minister stumbles over consumption tax ", http://www.csmonitor.com/World/Asia-Pacific/2010/0712/Japan-s-new-prime-minister-stumbles-over-consumption-tax, JB)
Japan faces the prospect of political gridlock after the heavy losses suffered Sunday in Upper House elections by the Democratic Party of Japan (DPJ), which has been in power only 10 months, and with a new leader appointed last month. Having finally ousted the Liberal Democratic Party (LDP) after more than half a century of almost uninterrupted power, the DPJ has now managed to lose one leader and one election before its first year in government is out. Voters were apparently unhappy with new prime minister Naoto Kan's recently announced proposal to double the consumption tax rate to 10 percent. This despite polls showing a majority of the public say such a measure is inevitable in order to fix the creaking state finances, and it also being the policy of the opposition LDP – Sunday's main electoral beneficiary. "I touched on the consumption tax and the public may have felt it came all of a sudden. I also believe that my lack of explanation about it was a big factor," a tired and slightly shaken-looking Mr. Kan told a news conference in the early hours of Monday morning. After the resignation of former Prime Minister Yukio Hatoyama – over political funding scandals and the issue of relocating a US Marine base on an Okinawa - the DPJ enjoyed a huge surge in popularity when Kan took over; only to see it evaporate again in the weeks leading up to the election. A new standard of fickleness After supporting the LDP almost unwaveringly for more than 50 years, the electorate seems to have become extremely fickle, with poll numbers falling and rising dramatically and frequently. “The Japanese have become single-issue voters, swinging back and forth on just one issue, which this time was the consumption tax,” says Rei Shiratori, president of the Institute for Political Studies in Japan, “I’m concerned whether we can establish a mature democracy in this fashion.” Japan is still going through a phase of “disalignment and realignment” as it breaks with the post-war status quo, according to Professor Shiratori. As the election results were confirmed Monday morning, the DPJ emerged with 44 seats to the LDP's 51, though the governing DPJ party remains the largest party in the less-powerful Upper House due to the system of putting half the legislatures’ seats up for election every three years. The DPJ now holds 106 out of 242 seats. However, the lack of an overall majority means the opposition can now make it difficult for the government to push through its legislative program. “The Japanese seem to have become like Americans, and grown to like gridlock,” says Gerald Curtis, professor of political science at Columbia University and visiting professor at Tokyo’s Waseda University. S&P warning no debt Ratings agency Standard & Poor’s (S&P) issued a warning Monday that it could further downgrade its assessment of Japan’s huge national debt in the wake of the DPJ’s defeat, and the possibility of political impasse. The agency said in a statement, “A hung parliament would make it very difficult for the government to push through major policies." S&P reduced its outlook on Japan’s sovereign debt from stable to negative at the beginning of the year. But Japanese markets tend to be less sensitive than those of other countries to such downgrades because more than 90 percent of the debt is domestically held. Meanwhile, Prime Minister Kan is now faced with turning to some of the newer small parties that gained seats on Sunday, to try and form a new coalition. This will inevitably involve compromise, and could further damage Kan’s credibility with voters, who could turn on Kan as quickly as they did on his predecessor. “And yet there’s no sense of crisis,” suggests Professor Curtis, “People don’t feel that it’s so bad yet, or they would do try and do something.” 
Popular Kan Key to Financial Reform
Kan’s fiscal reforms are key to rein in state debt- a lack of power will threaten his blueprints for achieving his agenda. 

Kyodo News, 6/25- (6/25/10, “Devil in details for fiscal reform agenda,” http://search.japantimes.co.jp/cgi-bin/nn20100625f4.html)

Japan has finally gotten down to work on fiscal reform with specific targets to rein in state debt, but without strong political leadership from Prime Minister Naoto Kan it is at risk of being a pipe dream. The fiscal management plan unveiled Tuesday includes goals to achieve a primary surplus in fiscal 2020, cap annual spending at ¥71 trillion for three years from fiscal 2011, and introduce a pay-as-you-go scheme to secure funds for policy agenda items. Markets basically welcomed the plan, which was released at a time when the public debt has grown close to 200 percent of gross domestic product. The lack of a blueprint for achieving the goals, however, has drawn criticism. "It is certainly important to set goals, but we've seen similar ones end in failure over and over," said Hideki Matsumura, senior economist at Japan Research Institute. "What's more important is to lay out the process of how to get there." "Fiscal reforms, which are a challenging task for any prime minister, cannot be implemented without powerful political leadership," said Yoko Takeda at Mitsubishi Research Institute. She said reforms need to proceed without sectionalism at government offices and the National Policy Unit, set up last September when the Democratic Party of Japan took power, could take the lead in organizing reforms that influence multiple areas. Economists also cautioned that Kan risks losing support for reform unless he can convince the public why a tax hike is necessary and how the revenue will be used. Kan said Monday that a tax increase will take at least two to three years to bring about. His predecessor, Yukio Hatoyama, promised not to hike the consumption tax for at least four years when he took office last September. Yoshimitsu Takashima, secretary general of the DPJ's Upper House caucus, accused Kan of bringing up the tax increase "out of the blue" and said it has contributed to a recent drop in the DPJ's opinion poll ratings.

Kan Legitimacy KT Agenda
Kan’s loss of legitimacy as prime minister is threatening his agenda. 
The Irish Times, 7/13 [July 13, David Mcneill in Tokyo Lexisnexis  Japan faces political gridlock after drubbing of ruling party acc.]
Chaos, revolt and policy gridlock newspapers and pundits yesterday spelt out the painful implications of Japan s weekend election, which has left Naoto Kan s job in doubt just 33 days since he moved into the prime minister s office. Mr Kan s Democrats (DPJ) have lost control of the upper house after voters punished the party for a series of missteps in what was essentially a referendum on its 10-month rule. It is surely one of the shortest honeymoons in Japanese parliamentary history. Worse for Mr Kan, the result has brought the party s conservative Liberal Democrat (LDP) rivals juddering back to life after they were tossed out of power and declared a political corpse in last year s historic lower house poll. The LDP took 51 of the 121 seats up for grabs 13 more than it had before the election, while the Democrats won 44, losing 10. I believe the first step toward our party s rebirth has been made, LPD ruler Sadakazu Tanigaki said after the results came in. DPJ junior partner People s New Party, meanwhile, has emerged empty-handed, forcing the government to begin scrambling for another coalition ally. The government lost its other junior partner, the Social Democrats, in June after they resigned en masse in protest at a decision to allow a new US base to be built in the southern prefecture of Okinawa. Sunday s result is a disaster for a party that has promised radical economic and political reform. Although the upper house is far weaker than the lower chamber, it has the power to block all but the most important Bills. Mr Kan needs both houses onside if he is to achieve his pledges to transform government and pull the country out of a fiscal nosedive. Just after taking office on June 8th, he warned that the country s enormous national debt nearly 200 per cent of gross domestic product could throw the country s roughly $5-trillion economy into a Greek-style crisis. The warning was meant to concentrate minds: unlike Greece, Japan s dept is held domestically. But many analysts believe the threat of implosion in the world s second-largest economy is real enough, given its spluttering growth and the ballooning costs of propping up Japan s greying society over five million are set to retire this year and next. Unfortunately, voters did not warm to Mr Kan s proposed solution: a long-mooted hike in consumer tax from five to 10 per cent. Few believed his assurances that the tax would not punish the poor, a fact he acknowledged yesterday. My lack of explanation about (the tax) was a big factor (in the disappointing outcome). With gridlock looming in the upper house, the prime minister must now go back to the electorate and persuade them to surrender more of their declining income. In 10, 20, or 30 years from now, I hope the public will see this government as the defining factor that began rebuilding Japan s economy, he said at the weekend. Mr Kan must also face down protests against the US base on Okinawa, the political graveyard of his predecessor Yukio Hatoyama, and deal with the inevitable fallout for Japan s military alliance with the US. He will have to avoid the inevitable political daggers within the DPJ ahead of a September leadership election, while keeping his eye on the Democrat s key agenda: wrestling control from the bureaucrats who have run Japan for over half a century. Not surprisingly, pundits are measuring the political coffin of Japan s fifth leader since 2006, and wondering who will be sixth.

Coalition KT Consumption Tax
Tax bill won’t pass, policy gridlock – Coalition key to overcoming it

McCurry 6/17 (Justin, 6/17/10, Japan economy: The wrath of Kan, http://www.globalpost.com/dispatch/japan/100715/global-economy-japan)
If recent pivotal moments in Japanese politics have been characterized by disillusionment and incompetence, the upper house elections on July 11 left no doubt that the economy is firmly back on the top of the agenda. The country’s new prime minister, the Democratic Party of Japan leader Naoto Kan, saw his coalition’s majority in the chamber slip away as voters registered their anxiety over his drastic plans to knock the world’s second biggest economy into shape. Although the Democratic Party has a comfortable majority in the powerful lower house, last Sunday’s result, which left no single party with an overall majority, could lead to policy gridlock unless the ruling party can find a new coalition partner to restore its control of both chambers. Early indications are that it will seek policy support on an ad hoc basis. If he is lucky, Kan might be able to persuade a junior partner to join him in his mission to prevent what he has described as a Greece-style meltdown in the world’s second biggest economy. But the consensus is that the gridlock in parliament will thwart attempts to kick start growth and address Japan’s huge public debt, which at nearly 200 percent of GDP is the biggest in the industrialized world. Kan’s undoing was the same issue that has felled previous Japanese governments: tax reform, or rather, tax increases.

Concessions KT Coalitions
The DPJ needs to make political concessions to form necessary coalitions

Rowley, 7/16 Staff Writer for The Business Times (Anthony, 7/16/10, “Tokyo treads nervously in fear of the fickle voter”, http://www.businesstimes.com.sg/sub/views/story/0,4574,395193,00.html, JPW)

None of this means a change of government in Japan as the DPJ still has an overwhelming majority in the Lower House. But it does imply that the policy-initiating Lower House is likely to see its proposed legislation repeatedly stalled by delaying tactics from the Upper House. The only way out for the DPJ is to seek new coalition partners, which it is now in the process of doing. The likelihood is that the DPJ will need to make some major political compromises (a la the UK case) if it is to find a stable political partner, or that it will need to seek coalitions on a bill-by-bill basis. This was the situation that the LDP found itself in when it controlled the Lower House while the DPJ controlled the Upper House, and the result was a lengthy period of political gridlock in Japan. The country now faces the depressing prospect of more of the same. One can only wonder at the fickleness of Japanese voters, who issued such harsh judgement on a party that had been in office for less than a year while they tolerated the LDP for over 50 years up until last year. Both Mr Hatoyama and Mr Kan were accused of failing to deliver on policy reforms hardly before the two leaders had been sworn in. 

Gridlock means economic reform won’t pass- Coalitions key to economic reform

Kihara, 7/12 Journalist for Reuters (Leika, 7/12/10, “Japan ruling party defeat spells trouble for BOJ”, http://www.reuters.com/article/idUSTOE66C00520100713, JPW)

TOKYO, July 12 (Reuters) - The policy deadlock in Japan resulting from the ruling party's drubbing in upper house elections raises obvious concerns for Prime Minister Naoto Kan. But the Bank of Japan should be worried too. The government is likely to turn to the central bank to ease its already super-loose monetary policy further should the economic recovery face any risks and so threaten to add to deflation, which has been at the heart of the economy's sluggish performance for years. A failure to sell a proposal to Japanese voters to double the country's sales tax was blamed by Kan for the election result, so politicians will be reluctant to push fiscal reform despite the country's massive debt problems. On top of that, Kan's Democratic Party of Japan will now be reliant on several smaller parties to push policies that may require compromise, or just lead to gridlock in policy making. "The Democrats won't be able to do much in terms of economic policy, so pressure on the BOJ to do more for the economy will heighten significantly," said Koichi Haji, chief economist at NLI Research Institute. 

Coalitions KT Stop Gridlock
DPJ must build consensus and stop confrontations to pass anything

Daily Yomiuri 7/13 (7/13/10, " Restore Diet function to revive economy ", http://www.yomiuri.co.jp/dy/editorial/20100714TDY02T04.htm)
Even after becoming the ruling party, the DPJ repeatedly used its numerical strength to ignore traditional practices concerning Diet deliberations during this year's ordinary Diet session. The party used high-handed methods worse than those the LDP had employed to steer Diet business and deepened its split with the opposition parties. Now that the opposition controls the upper house, however, the Kan administration will have to acknowledge that the opposition parties may seek "revenge," so he must manage Diet affairs in a nonconfrontational manner based on reaching consensus. In the latest upper house election, voters decided to prevent the DPJ from running wild rather than support the DPJ-led coalition government. However, that does not mean they want a lame-duck government unable to pass important bills in a divided Diet. === Concessions necessary Japan is facing many challenges. Leaders of the Group of 20 developed and major emerging countries set a goal at their summit meeting last month of restoring fiscal soundness while maintaining economic growth. Japan also made an international pledge there to simultaneously achieve economic growth and fiscal health. Now the government has to start reviewing public pension and other social welfare systems, and try to mend Japan-U.S. relations that were strained under the administration of former Prime Minister Yukio Hatoyama. To tackle these issues, the Kan administration must make policy concessions with the opposition parties and seek their cooperation. Leaders in various sectors are voicing their concerns about a possible political stalemate. "The government should not postpone processing the mountain of issues due to the divided Diet," said Hiromasa Yonekura, chairman of the Japan Business Federation (Nippon Keidanren). Currently, every opposition party is refusing to form a coalition with the DPJ. Your Party leader Yoshimi Watanabe said Monday that the division between the upper and lower houses demonstrates the will of the public today, and demanded the prime minister resign. 
Coalition needed to avoid gridlock

Financial Times 7/12 (Mure Dickie – FT Tokyo Bureau Chief, 7/12/10, Support surges for Japan’s new party, http://www.ft.com/cms/s/0/fd836520-8dd5-11df-9153-00144feab49a.html)

Yet some analysts say that philosophy may be the biggest obstacle to Mr Watanabe’s grand goal of engineering a wider “realignment” of Japanese parties. “The reason [Your party] is not going to become a major party is that its thinking is not in tune with the great majority of Japanese. It’s a party of small government and American-style capitalism – that doesn’t go down here,” said Gerry Curtis, a veteran analyst of Japanese politics. “[Politicians] aren’t going to realign if they are going to lose,” Prof Curtis added. Mr Watanabe will have to be careful not to overplay his hand. For all his talk of winning a “casting vote” in the Diet, Your party’s total of 11 seats is still not enough on its own to give an upper house majority to either the DPJ or LDP. The Diet’s new balance of power means no party will be able to further its policy goals without real compromise. Sunday’s election also demonstrated that the strongest force in the opposition remains the LDP. Even though the former ruling party has lost many of its brightest stars, and is deeply divided, often incoherent on policy and widely disliked by voters, it still managed to win 51 upper house seats – five times as many as Your party. In a post on his Observing Japan blog, Tobias Harris, an analyst of Japanese politics, said “old guardsmen” would be able to use the victory as vindication for their resistance to substantive change in how the LDP works. Party reformers might have been better off “had the LDP lost”, Mr ­Harris wrote. 

Coalitions key to the economy

Lack of Coalitions result in increased government debt and lower credit rating for Japan

AP, 7/14 (AP, 7/14/10, “‘Twisted parliament’ bodes ill for Japan’s economy”, http://www.google.com/hostednews/ap/article/ALeqM5hlQO-kyvIEyrc0I90V5l0LFN7JTwD9GUGBQ00, JPW)

Ogawa warned that Japan's AA credit rating could be lowered if the twisted parliament keeps the Democrats from reining in government debt — which is twice the nation's GDP — and carrying out other reforms. A lower credit rating would raise borrowing costs, adding to the country's budget woes. The Democratic Party of Japan and its small coalition partner lost 12 seats in Sunday's upper house election, leaving it with 110 seats in the 242-member chamber. In the lower house, the coalition is short of the two-thirds majority needed to override upper house opposition to a bill. Control of the upper house — often seen as a barometer of confidence in the prime minister or ruling party — has proved an elusive goal for governments over the past 20 years. Japan has had twisted parliaments three other times since 1989, and each time the ruling coalition struggled to get anything done. In the most recent case, former Prime Minister Yasuo Fukuda quit in frustration in 2008 after facing repeated difficulties passing bills through an opposition-dominated upper house. The Democrats, who came to power last year with an ambitious agenda of slashing wasteful government spending, fighting global warming, reining in the power of bureaucrats and putting cash in the hands of consumers, will almost certainly have to scale back their goals. 
Lack of coalition means Greece-style meltdown

BBC News 7/12 (Roland Buerk, 7/12/10, Poll blow raises Japanese economy fears, http://www.bbc.co.uk/news/10594674) 
His Democratic Party of Japan (DPJ) and its tiny coalition ally lost their majority in the upper house of parliament. Japan has already suffered two decades of economic stagnation; now it faces political stagnation too unless Mr Kan can persuade small parties to help him pass laws. Worse, this election may well have put paid, for now, to any thoughts of tackling Japan's massive public debt. It is already nearly twice the size of the economy's annual output, and growing. This year the government expects to borrow around as much as it raises from taxes. The prime minister had argued that without action the country faced a Greece-style meltdown and he suggested doubling sales tax to 10%. During the latter stages of the campaign Mr Kan rowed back, saying any tax increase would not come for several years. It may be that it was the appearance of dithering and weak leadership that turned voters against the prime minister. But the message being digested by Japan's politicians is that talking about austerity is poison at the ballot box.

Coalition Key to Postal Reform and Econ

Recent elections force Kan to make coalitions- if not, it will create policy paralysis

The Daily Yomiuri 7/12/10 (“UPPER HOUSE ELECTION 2010; Divided Diet promises gridlock,” Lexis)

The ruling parties' failure to secure a majority in the House of Councillors will paralyze efforts to pass a postal reform bill and other key legislation in the Diet, and disrupt the ruling bloc's handling of important policies such as a possible consumption tax increase and the controversial relocation of a U.S. base. Because the ruling coalition does not hold two-thirds of the seats in the House of Representatives, it will be unable to put bills that are voted down in the upper house to a second, overriding vote in the lower house. The Liberal Democratic Party-led administration used this second-vote tactic before it was ousted from power last year. Consequently, Sunday's election results mean any attempt by ruling parties to pass important legislation will certainly become deadlocked. The Democratic Party of Japan and People's New Party have confirmed they will seek swift Diet passage of a bill to overhaul the privatization of postal services during the extraordinary Diet session, which will be convened after the upper house election. The postal reform bill was scrapped in the ordinary Diet session that ended last month. However, opposition from Your Party and other parties is expected to impede enactment of the bill. A similar fate seemingly awaits a bill to revise the National Civil Service Law due to objections from opposition parties. The bill would make it possible to demote senior national government employees. A bill that would grant suffrage to permanent foreign residents and a bill that would allow married women to keep their maiden names look set to be sunk by the LDP, which spelled out its opposition to these issues in its election manifesto. Many DPJ members have championed the two policies. Furthermore, the future appears murky for a bill that would enable politicians to lead policymaking, chiefly by upgrading the government's National Policy Unit from an "office" to a "bureau"--a change the DPJ had considered a potent symbol of last year's power transfer. It appears the ruling coalition will face many hurdles before it can raise the consumption tax rate. In its election pledges, the DPJ promised to start suprapartisan discussions on drastic tax system reform--including of the consumption tax--and hoped to swiftly reach a wide-ranging consensus. The LDP also pledged in its manifesto to raise the consumption tax rate to 10 percent. When the DPJ manifesto for the upper house election was announced, Kan said at a press conference that the LDP's proposal as a reference for discussion on the consumption tax. The LDP pounced on the prime minister, saying Kan did not specify how revenue brought in by any such tax increase would be spent. The LDP claimed such money would only be diverted to the DPJ's handout policies. Other opposition parties also scoffed at the invitation to cooperate with the DPJ. Even some DPJ lawmakers are reluctant to raise the consumption tax rate. These rumblings are likely to grow stronger because the party lost seats in the upper house election. If a suprapartisan agreement cannot be reached on the consumption tax, Kan has indicated he is willing to compile bills to revise relevant laws on the tax at the DPJ's initiative. However, calibrating opinions within the party looks set to be anything but simple. Japan and the United States have agreed to decide on the exact location and construction method of an alternative facility for the U.S. Marine Corps' Futenma Air Station in Okinawa Prefecture by the end of August. This issue will come to a head just over a month after the election. During summit talks with U.S. President Barack Obama in June, Kan promised to steadily implement the Japan-U.S. accord reached in May, which specified the Henoko district in Nago, Okinawa Prefecture, as the base's relocation site. However, the government has not yet been able to persuade affected municipalities in the prefecture to come around to the plan. Some government officials have suggested the final decision on the base should be postponed until after the Okinawa gubernatorial election on Nov. 28. However, Washington is expected to oppose any such delay. The upper house election has weakened the bedrock of the Kan administration. Coordination with the United States and municipalities in Okinawa Prefecture could become bogged down and the administration could grind to a halt. 

Kan Can Force LDP/DPJ Coalition
Increases effort by Kan and an NPU push would lead to a LDP/DPJ alliance to pass the consumption tax
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

Policy collaboration won't be easy. But a national debt in excess of 800 trillion yen ($9 trillion) is certainly not normal, and the people are afraid and want some reassurance from their political leaders. Regarding the consumption tax, the LDP is discussing this issue specifically in relation to social security. Since the problem of the twisted Diet is more serious than it was during the LDP administrations of Yasuo Fukuda and Taro Aso (which could override any Upper House rejection with their two-thirds majority in the Lower House in a second vote), the DPJ should be gracious and broad-minded enough to acknowledge the LDP argument and seek to deepen discussions across the aisle. The DPJ also needs to make opportunities for broad participation in discussions by the general public, not only political parties. The Council on Economic and Fiscal Policy (under the LDP-led administrations) represented a miniature version of such an attempt, but the Hatoyama administration dissolved the council and tried to replace it with the National Policy Unit, which has yet to take shape. I believe the Kan administration should enhance the National Policy Unit and create an enlarged and improved version of the Council on Economic and Fiscal Policy under it to get discussions going.
COMPROMISE WILL BOOST KAN’S IMAGE

ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

Yakushiji: What are your thoughts on the fact that the DPJ, the LDP and Your Party have different processes in mind for the consumption tax hike? Mikuriya: The DPJ must compromise. The party should either completely scrap its manifesto--a carry-over from its days as an opposition party--or give it a thorough going over. It is for the DPJ to be gracious and humble enough to ask the LDP and Your Party to join in discussions. If the DPJ can do that, it will come across to the public as Kan's style of leadership. This, in fact, would add an interesting dimension to the discussion of the existing theories of political leadership. Furukawa: The DPJ must clearly define the uses to which consumption tax revenues will be put. If the DPJ says the tax hike is for fiscal reconstruction, then the party will have to go into the issue of eliminating wasteful spending. On the other hand, if the party says the tax hike is specifically for improving social security so the people can feel better about their future, then the party will be on the same page as the LDP, which should considerably speed up related discussions. I want the DPJ to act with the grace and broad-mindedness expected of a ruling party. And if Kan shows his determination to lead his party in that direction, I believe the people will come to his and his party's support.
Reconciliation leaves Kan in power
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

Would you agree? Mikuriya: Upon coming to power, the DPJ thought it could do anything, and didn't bother to sort out its policy priority. Once an order of priority is set, it becomes clear how each policy decision needs to be made. If Kan has no intention of stepping down in the immediate future, he should declare, "I am aiming for simultaneous Upper House and Lower House elections three years from now. If the party loses, I will step down." And he should keep reassuring the nation of his determination to settle the consumption tax issue and all other important issues during the next three years. Under the Hatoyama administration, the DPJ learned in the hard way that ignoring the opinions of seasoned bureaucrats is simply not the way to go. Kan should create a system under which his administration can work together with bureaucrats toward shared goals.
AT: Coalitions Pass Policies
DPJ can’t form alliances necessary to pass agenda
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

Party Secretary-General Yukio Edano said during the election campaign, "Wherever there is common ground (with another party on a given policy), a partial alliance can be easily formed." I say he is being naive. Forming a policy-based alliance requires tough bargaining, a lot of give-and-take. I doubt the DPJ is up to that sort of thing. Ozawa is probably the only person who can do it, but given his old style of politics and the problems he's got, I don't think that's going to happen. Yakushiji: Since the two-party system in a mature democracy narrows down policy choices, don't you think suprapartisan policy collaboration should be easier today, at least in theory? 

AT: Coalitions

The DPJ is a sinking ship: can’t form any coalitions and won’t pass anything

Today.com, 7/13 (“Gridlock, paralysis”, 7/13/10, http://www.todayonline.com/World/EDC100713-0000105/Gridlock,-paralysis, JPW)

Prime Minister Naoto Kan's top spokesman, Chief Cabinet Secretary Yoshito Sengoku, said he wants to open talks with opposition parties. "On many issues," he said, "our outlook is not sharply different". The Liberal Democratic Party (LDP), the biggest opposition group, won 51 seats compared to 38 seats before. Some pundits and newspaper editorials have raised the prospect of a grand coalition between the two major parties, saying that many of their centrist legislators, despite election-time animosity, share similar values. None of the smaller parties showed an interest in coming on board. Your Party, which won 10 seats, has rejected a tie-up with the wounded DPJ. "Even if there was an offer to form a coalition, we wouldn't do so," said its leader Yoshimi Watanabe. Japanese politics expert Professor Gerald Curtis of Columbia University said the DPJ was unlikely to find coalition partners now. "No party is going to join this government. The DPJ is going to have to govern as a minority government in the upper house," he said. "No one is going to jump onto this sinking ship. What you're going to see here is true gridlock and paralysis." 
Twisted Diet means nothing will pass

AP, 7/14 (AP, 7/14/10, “‘Twisted parliament’ bodes ill for Japan’s economy”, http://www.google.com/hostednews/ap/article/ALeqM5hlQO-kyvIEyrc0I90V5l0LFN7JTwD9GUGBQ00, JPW)

TOKYO — In Japanese, it's called a "twisted parliament," and it doesn't bode well for the country's future. The Democratic Party-led coalition enjoys a comfortable majority in the powerful lower house, but it lost control of the upper house in an election this week. If past experience holds, the twisted parliament is a formula for policy gridlock, because both houses must approve legislation. The predicament, which has plagued earlier governments too, comes at a time when Japan badly needs action. The world's second-largest economy faces serious challenges, from reducing its bulging budget deficit and reviving growth to fighting deflation and shoring up its social security system as the population ages and shrinks. "This is potentially very bad news for Japan as a whole on various fronts, because very little can move ahead as far as government policies are concerned," said Takahira Ogawa, an analyst at Standard & Poor's. "There might be some more years wasted, which is a pity for the country." 
***Impacts*** Kan Economic Policy Bad
Kan’s economic reform policy bad and destroys econ—forces intervention that tanks productivity 

Moneycontrol.com 7/12 (7/12/10, " Japan growth plan may hurt not boost economy ", http://www.moneycontrol.com/news/world-news/japan-growth-plan-may-hurt-not-boost-economy_469478.html, JB)
If history is anything to go by, Japan's plan to boost the sluggish economy by pouring cash into so-called growth sectors could do more harm than good by adding a drag on the country's already relatively low productivity. Prime Minister Naoto Kan hopes to win votes in Sunday's upper house elections with a growth strategy he says will increase real growth to 2% a year. Analysts have already criticised the strategy as too ambitious when measured against growth for the decade up to the financial crisis in 2008 of about 1.3% a year. One part of the plan, to make sharp cuts in corporate tax, could help. But a pledge to prioritise spending on sectors including the environment, healthcare, tourism and overseas infrastructure development may actually undermine the economy. "What the government is trying to do is not much different from the past pork-barrel politics where the government invested in public works projects to create jobs when the economy was in a recession," said Hideo Kumano, chief economist at Dai-ichi Life Research Institute. "When the government intervenes, it tends to ignore the price-setting mechanism of open markets where high prices are paid to high-quality services, barring companies from boosting profitability and productivity." Providing government support to handpicked industries tends to shield them from the competitive pressures that would make them strong and more productive, analysts say. Productivity Japan's productivity is already the lowest among developed nations. At 70 percent of US productivity, Japan was the bottom of the list for the 15th straight year in 2008, figures from the Organisation of Economic Co-operation and Development show. Analysts blame low productivity on the failings of past growth strategies, where governments shelled out trillions of yen to support inefficient industries. In 2000, a government led by then Prime Minister Yoshiro Mori spent about 4 trillion yen (USD 45 billion) in a stimulus package focused on public works projects. That gave a temporary boost to the construction industry mostly by increasing jobs, but also shielded it from competition. The result was a sharp drop in productivity. While the economy's overall productivity rose 13% between 2000 and 2007, in the construction sector it fell 1%, an industry group survey shows. Most of the growth areas defined by the government, such as nursing care, belong to the service sector. The government is aware of past failures from government intervention but it is hoping this time around that the policy mix in the growth strategy will overall provide a boost for the economy. That said, the main growth engine for the economy has been the manufacturing sector, where output rose 19% in the decade up to the 2008 financial crisis. The services sector grew at less than half that pace and more slowly than the overall economy. Most industries chosen also represent a small percentage of Japan's service sector. Health care, for example, is just 9% of the sector. OECD figures also show services productivity growth of just 0.64% a year between 1991 and 2007,lagging behind manufacturing's gains of 3.45% a year. That reflects the domestic focus of the services industry compared with the international exposure of Japan's manufacturers, such as Canon Inc and Tokyo Electron, and another argument against government intervention. "Only exposure to intense competition can induce companies to come up with ideas for survival," said Mitsuru Taniuchi, professor of economics at Tokyo's Waseda University. "The government has no way of knowing in advance which companies will turn out to be winners," he said. Private-sector health care is one area that the government tried to support previously in an attempt to promote growth and reduce the burden on publicly provided health care. But it reduced its support to reduce its own spending, raising questions about its staying power this time around when the government is trying to tackle a public debt burden close to 200% of GDP. Analysts also question if the sector can grow without some relaxing regulations, which some companies say stifle profitability and expansion. One bright spot for the strategy though is a goal to cut Japan's 40% corporate tax rate, which is the highest among OECD countries. But that might not go down well with the public at a time when the government is floating the idea of doubling the 5% sales tax. It would also add challenges to a government that is trying to rein in public debt. Some analysts say Kan's policies lack coherence and he should focus instead on more deregulation, even though this has been blamed by many ruling party officials for a widening social disparity in Japan. "The conventional wisdom that the government spending should play a leading role in boosting growth won't do any good," said Koichi Haji, chief economist at NLI Research Institute. "The government needs to let the private sector allocate resources more freely." 

Kan Bad – Economy 
Japan’s economy is too weak to sustain Kan’s tax plan – kills the economy

BusinessWeek 6/30 (Aki Ito, 6/30/10, " Japan's Slowing Economy Exposes Risk of 1997 Redux ", http://www.businessweek.com/news/2010-06-30/japan-s-slowing-economy-exposes-risk-of-1997-redux.html
Japan’s slowing recovery from its worst postwar recession is signaling the world’s second-biggest economy may be too weak to sustain the higher consumption taxes under consideration by Prime Minister Naoto Kan. Reports this week showed the jobless rate reached a five- month high in May, and wages, factory output and household spending fell, showing little sign of revival in domestic demand more than a year after the economy stopped shrinking. A gain in the Tankan business-sentiment index today reflects a post- recession rebound in manufacturers’ earnings led by exports. The risk is that without an end to deflation and rebound in spending, the economy won’t be able to withstand the higher levy Kan plans in as soon as two years. Kan, facing midterm elections July 11, is in danger of repeating the error of his late predecessor Ryutaro Hashimoto, whose 1997 tax rise helped cause a recession, according to Morgan Stanley MUFG Securities Co. “Hashimoto raised taxes as soon as he thought the economy had gained back just a bit of its health, and that ended up sinking the Japanese economy into a bottomless abyss,” said Akio Makabe, an economics professor at Shinshu University in Matsumoto, central Japan, who has written books on behavioral finance. “If the government doesn’t get its priorities straight, we’ll see another 1997.” 
Kan’s economic growth plan is too ambitious – will do more harm then help 

Ishiguro 7-10-10 (July 10, 2010 “Japan growth plan may hurt, not boost, economy” Rie Ishiguro Reuters.com http://www.forexyard.com/en/news/ANALYSIS-Japan-growth-plan-may-hurt-not-boost-economy-2010-07-08T040753Z)

If history is anything to go by, Japan's plan to boost the sluggish economy by pouring cash into so-called growth sectors could do more harm than good by adding a drag on the country's already relatively low productivity.

Prime Minister Naoto Kan hopes to win votes in Sunday's upper house elections with a growth strategy he says will increase real growth to 2 percent a year. Analysts have already criticised the strategy as too ambitious when measured against growth for the decade up to the financial crisis in 2008 of about 1.3 percent a year. One part of the plan, to make sharp cuts in corporate tax, could help. But a pledge to prioritise spending on sectors including the environment, healthcare, tourism and overseas infrastructure development may actually undermine the economy. "What the government is trying to do is not much different from the past pork-barrel politics where the government invested in public works projects to create jobs when the economy was in a recession," said Hideo Kumano, chief economist at Dai-ichi Life Research Institute. "When the government intervenes, it tends to ignore the price-setting mechanism of open markets where high prices are paid to high-quality services, barring companies from boosting profitability and productivity."

Kan Bad – Corporate Tax Rate
Kan passes corporate tax cuts – kills the economy – Greece proves

Political Affairs Magazine 7/13 (7/13/10, " Japan: What Lessons Can be Drawn From Greek Fiscal Crisis? ", http://www.politicalaffairs.net/article/articleview/9492/)
One of the factors that caused the Greek fiscal crisis was its drastic reduction in the corporate tax rate. The corporate tax rate in Greece until 2000 was the same as Japan, 40 percent. This has been steadily decreased for 10 years to the current rate of 24 percent. Because of this, corporate tax revenues dropped from 4.1 percent to 2.6 percent of the nation’s GDP during the period between 2000 and 2007. The 1.5 point cut in corporate taxes would be equivalent to a seven-trillion yen loss in corporate tax revenues for Japan. The Greek government has raised the consumption tax rate from 18 to 19 percent in 2006 and to 23 percent this year. However, the revenue from the consumption tax has not been able to cover the loss caused by the corporate tax cuts. This has accelerated the fiscal crisis. In Japan, business circles as well as the Economy, Trade and Industry Ministry are calling for the effective corporate tax rate to be lowered from 40 to 25 percent. The ruling Democratic Party of Japan, led by PM Kan, has included the corporate tax reduction demand in its election platform. However, what we need to realize is that by implementing what they have been calling for, in 10 years Japan may suffer from its financial collapse as Greece is now suffering
Kan Bad – Consumption Tax
Kan consumption tax destroys the Japanese economy

WSJ 7/5 (7/5/10, " Tokyo's Latest Tax Blunder ", http://online.wsj.com/article/SB10001424052748704738404575347882182189098.html)
Prime Minister Kan surprised his constituents last month when he floated the idea of raising the levy to 10% from its current 5%. His predecessor, Yukio Hatoyama, had campaigned on a platform of holding the rate steady for at least four years because he feared the toll a hike would take on an already flagging economy, something DPJ power broker Ichiro Ozawa has rightly reminded Mr. Kan of late. This is an odd debate to force now, when the deflationary Japanese economy needs consumers to spend more. It also conflicts with the ostensible purpose of Mr. Kan's pledge to slash corporate taxes to encourage domestic investment and faster growth. Japanese with long memories know the country prospered after World War II when taxation as a share of GDP was much lower than it is now. The country's malaise has coincided with two decades of government overspending financed by borrowing and tax increases. Mr. Kan seems to think that increasing the tax burden on consumers is the only way for Japan to reduce its national public debt, which is spiraling toward 200% of GDP. He promises he'll exempt low-income households from the tax hike, but he's been fuzzy on how he'll define who gets relief. He may also think he has a political opening to increase the tax because the opposition Liberal Democratic Party has floated a similar idea. There's nothing wrong with making a tax system more efficient, which Japan could do by making filing simpler, flattening the income tax rate and broadening the base. As of now, however, the Kan administration is moving in the opposite direction. Mr. Kan supported an income tax hike in his recent stint as finance minister. His successor in that job, Yoshihiko Noda, supports taxing the rich and making the system more "egalitarian." 

Kan consumption tax bad for growth – experts and history prove

Forexyard 7/7 (Tetsushi Kajimoto, Kaori Kaneko, 7/7/10, " Q+A-Japan sales tax hike would be a blow for fragile economy ", http://www.forexyard.com/en/news/QA-Japan-sales-tax-hike-would-be-a-blow-for-fragile-economy-2010-07-08T022043Z)
IS KAN'S OPTIMISM SHARED BY ANALYSTS? Not really. Nomura Securities says doubling the sales tax rate would cut 0.5 percentage point from Japan's real GDP growth in the year the increase is implemented, and another 0.8 percentage point the following year. That could be a considerable hit to the economy given that Japan's real growth averaged 1.3 percent over the decade up to the financial crisis in 2008 and the government's growth strategy projects 2 percent expansion a year. Some others see a bigger impact. Mitsubishi Research Institute estimated a tax increase to 10 percent would reduce growth by 1.4 percentage points in the year it was introduced. WHAT HAPPENED IN JAPAN IN THE PAST? Historic precedent suggests an increase in the sales tax would undermine growth initially, rather than boost it. When Japan adopted a 3 percent consumption tax in 1989 the economy was booming. Growth slowed after the tax was introduced to 4.6 percent in fiscal 1989/90 from 6.4 percent the previous year. Growth in private consumption slid to 4.1 percent from 5.3 percent. When the tax rate was raised to 5 percent in the year to March 1998, the economy stalled after growth of 2.9 percent the year before. A banking crisis weighed on the economy, which slipped into a recession the following year. Analysts say the sales tax played a large part in the economic slowdown in both cases, although the direct impact is hard to calculate as the increase was accompanied by changes to other tax rates. 

Kan Bad – Consumption Tax
Kan’s consumption tax fails – Japanese economy too weak

WSJ 6/28 (Andrew Monahan, 6/28/10, " Japan's Economy Hits Bump ", http://online.wsj.com/article/SB10001424052748703964104575335760550141380.html)
Japan's economy hit a bump in May, as industrial output fell on lower production of autos and other goods for export, underscoring the country's vulnerability to any further slowdown in overseas demand. [JECON] In other negative developments for the world's second largest economy, the jobless rate edged up and household spending dropped. The data may complicate the prospects of new Prime Minister Naoto Kan's government, which advocates an eventual consumption tax rate hike, ahead of key Upper House elections in July. Industrial production fell a seasonally adjusted 0.1% in May from the previous month, the Ministry of Economy, Trade and Industry said Tuesday. Leading the fall was a 2.7% drop in the auto and other transportation equipment sector, as orders from North America, Australia and Asia fell, a ministry official said. Japan Real Time * Jobless Youth, a New 'Lost Generation' The lower demand for Japanese goods in those and other overseas markets was due in part to the fading effect of economic stimulus measures. Economists also say the negative effects of recall problems at Japanese auto makers like Toyota, as well as recent strikes at factories in China, may also have been factors in the fall. But the Japanese trade ministry official said that was unclear. "We didn't receive any comments from companies on these issues' pushing down output, he said. The fall in output was in line with the median forecast for a 0.1% drop in a survey of economists by Dow Jones Newswires and Nikkei. It marked the first fall in three months, after production rose 1.3% on month in April. Due in large part to the slowdown in export growth, shipments fell 1.7% on month in May, the data also showed. Separate data last week showed exports rose in May at their slowest pace in five months. "Overseas demand for sectors that have been leading Japan's exports, and thus the economy, is weakening at a faster pace than the firms had expected," said Mizuho Research Institute economist Atsushi Matsumoto. "That's a worrisome sign." While manufacturers polled by the trade ministry expect their orders to rise 0.4% in June, and climb 1.0% in July, analysts said any growth may remain anemic if exports continue to lose momentum. Output could even fall again ahead, particularly if demand from China heads down further as companies in that nation trim their business spending, said Mizuho Research Institute's Mr. Matsumoto. Meanwhile, Japan's jobless rate worsened to 5.2% in May from 5.1% in April, data from the Ministry of Internal Affairs and Communications showed. Economists had expected improvement to 5.0%. The rise came in part as more people looked for work, suggesting that the result could be seen as more of a positive than a negative, said Daiwa Institute of Research economist Hiroshi Watanabe. People who had given up finding a job during the global recession and had been excluded from the data started to return to the labor market, he said. Still, the result highlights how Japan's economic recovery has yet to generate enough jobs to push the rate lower. The data also revealed increasing difficulty in the labor market for younger job applicants, another troubling sign, economists say. The jobless rate for people 15-24 years of age rose to 10.3% in May from 9.6% in the previous month. Household spending in May was also unexpectedly weak, falling 0.7% on year compared with economists' forecast for a 0.5% rise, data from the Ministry of Internal Affairs and Communications showed. The fall came in part as global financial market turbulence in May pushed down investors' portfolios and made consumers reluctant to spend. Remarks from Prime Minister Naoto Kan and other lawmakers that the government wants to consider raising the consumption tax could be a further drag on consumer sentiment ahead, said Daiwa Institute of Research's Mr. Watanabe. 
Consumption Tax Bad – Economy
Consumption tax is bad for the economy – requires a Scandinavian-style spending overhaul
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]
Furukawa: Whenever the consumption tax becomes an issue, I remember my exchange with former Prime Minister Noboru Takeshita. I said to him, "The people won't support us for introducing the consumption tax, even though this is necessary for the future of the nation." He said to me consolingly, "Throughout history and everywhere around the world, there has not been a regime that didn't lose popular support for proposing a new tax, so don't worry." With both the DPJ and the LDP proposing to raise the consumption tax rate, the people have become less "allergic" to tax hike talks, offering a good opportunity to discuss this issue. The question, though, is what the tax revenues are going to be used for. Are they going to fund the pension system, nursing care and health care services, policies to curb the trend for fewer children, fiscal reconstruction, or what? Or is the consumption tax hike a trade-off for corporate tax cuts as the JCP claims? Unless this question is answered, the people are not going to support the hike. And Prime Minister Kan is calling for "a strong economy, robust public finances and a strong social security system," but specifically how is he going to realize all that? He must indicate his priorities and be ready to discuss his steps in realistic terms. And I think we now have a perfect scenario for suprapartisan policy collaboration. Ito: In calling for "a strong economy, robust public finances and a strong social security system," I think Kan and his advisers are thinking of the Scandinavian system as their model. But every model system has its merits and demerits. The merits of the Scandinavian model include generous social security benefits and lifetime education, but these come at a huge cost. For such a system to function adequately, efficient government services and popular trust in the system itself are indispensable. Is the Scandinavian system really an appropriate model for Japan with a population in excess of 100 million? Are our government services truly efficient and trustworthy? These things need to be discussed thoroughly. From the 1970s to the early 1980s, non-Scandinavian countries of Europe made the big mistake of raising their social security standards too high and letting the costs bloat, which enervated their economies and caused their growing fiscal deficits to spin out of control. The Hatoyama administration was already into this sort of reckless spending, and I'm worried that Japan may repeat Europe's mistake. 
Consumption tax kills growth

Japan Times 6/22 (Hiroko Nakata, 6/22/10, " Financial services chief takes dim view of tax hike ", http://search.japantimes.co.jp/cgi-bin/nb20100623a2.html)
Newly appointed financial services and postal reform minister Shozaburo Jimi expressed caution Tuesday about raising the consumption tax, saying economic growth should come before taxes are raised. "Economic recovery should come first. Then we should consider (finding) a permanent revenue source," Jimi said at a news conference in response to questions about the controversial idea of hiking the consumption tax. 
Consumption Tax Bad – Deflation 

Consumption tax causes deflation 

American Enterprise Institute 7/7 (John H. Makin, 7/7/10, " The Rising Threat of Deflation ", http://www.aei.org/outlook/100971)
At this point in the postbubble transition to deflation, fiscal rectitude and monetary stringency are a dangerous policy combination, as appealing as they may be to the virtuous instincts of policymakers faced with a surfeit of sovereign debt. The result of Europe’s embrace of fiscal rectitude will be—paradoxically in the eyes of some—to export deflation to the United States, Asia, and the emerging markets. Additionally, Japan’s new government’s proposal to double the consumption tax as a way to promote growth has been appropriately chastised by the opposition Your Party leader Yoshimi Watanabe, who retorted: “Boosting the economy with a tax hike? That is an obscene stretch.” Japan is threatening to repeat its disastrous experience of 1997, when a consumption tax hike threw the economy back into a sharp slowdown followed by intensified deflation. 

Deflation empirically kills the Japanese economy, it was the cause of the lost decade

Gandhi, 09 graduated from Chennai Mathematical Institute with degree in economics (Pratish, 12/31/2009, “Deflation, inflation, and the fate of our dreams”, http://pratishgandhi.blogspot.com/2009/12/deflation-inflation-and-fate-of-our.html
Now whom has deflation affected? The prime-most example is Japan and there are fears [and some data suggests - see below] that the U.S too, is facing deflation. How did it affect Japan? Well, to put it in a single line, deflation occurred to Japan immediately after a it was struck with a crisis which was almost the same in spirit as the U.S housing bubble of 2007-08. The real estate bubble grew in Japan in the 1980's and burst around 1989-90. How did the bubble form? After WWII, the Japanese government made laws that encouraged it's people to save money in banks. The traditional Japanese practice of considerable saving coupled with these laws ensured that Japanese banks started sitting on a large pool of funds. Since cash was easily available to banks and there was not adequate government regulation, obtaining loans became easier which in turn pushed manufacturing, real estate deals etc. Along with manufacturing, consumption also increased which pushed manufacturing even further. But what actually was happening was the creation of a massive bubble thanks to rampant speculation in the stock markets [owing to easy flowing credit in the market], house buying spree of the people and similar other factors. According to Wikipedia, in 1989, in a certain part of Tokyo, properties were fetching a whopping $93,000 per square foot! On Dec. 1989, the Nikkei stock index hit its all-time high of close to 39,000 points. Today it hovers around 10000 points [barely 1/3rd of it] and in all these years, has never even remotely touched that 20 yr. old high. As mentioned above, a clear housing bubble was being formed which went undetected for quite some time. And when the policymakers realized there was a mismatch, they suddenly and sharply increased the lending interest rates [of the central bank] to arrest the free flow of credit. What followed was a massive stock market crash which in turn led to a debt crisis. The bubble had been abruptly burst. The careless loans which had been made by the many different Japanese banks went bad and the banks collapsed. What followed was a government bailout of some/all of them. The life-support to these banks continued for a prolonged period of time thanks to the [too-big-to-fail philosophy] and although the banks began making loans gradually [sometimes even while knowing that it was a sure shot bad loan], the result of all this was a debt-ridden economy with many companies, individuals etc. under debt. This affected investment which affected growth. To ease the flow of credit in such a nervous situation, official interest rates were slashed to near zero values. The net effect of low investor confidence was a prolonged period [over 10 years] of near zero economic growth. The Japanese call this 'the lost decade'. As this forgettable decade dragged on, the policymakers kept on giving monetary stimulus to the economy [at times they thought were appropriate], and kept the official interest rate at near zero levels. However, the investor confidence had been so badly shaken that all efforts by the Government bore little result. This trial-and-error approach by the Japanese government resulted in not one, but two decades of near zero economic growth. The situation improved in the 2000s somewhat, but the global meltdown of 2007-08 affected Japan too, and it has returned to deflationary figures once again [See statistics here]. Based on 2009's figures, Japan faces the prospect of another prolonged deflation for the third time. For a country of such tremendous potential and such hard-working people, the past few years have been extremely sad. In spite of all different efforts by Japanese policymakers, Japan seems to be stuck in a deflationary spiral. And to come out of this downward trap seems to be one heck of a job.

AT: Debt Impacts

No impact – Japan isn’t like Greece

GlobalPost 7/17 (Justin McCurry, 7/17/10, " Japan economy: The wrath of Kan ", http://www.globalpost.com/dispatch/japan/100715/global-economy-japan)
Are Japan’s debt woes as serious as Kan has suggested? His warning, soon after becoming prime minister, that Japan risked a Greek-style fiscal crisis unless the country curtailed its debt invited accusations of alarmism. And for good reason. Almost all of Japan’s public debt is domestically owned, while about 70 percent of Greece’s sovereign debt is in the hands of foreign investors. Japan has a huge pool of domestic savings to draw on and remains the world’s biggest creditor nation 
No impact to debt – it’s all domestically-owned

Political Affairs Magazine 7/13 (7/13/10, " Japan: What Lessons Can be Drawn From Greek Fiscal Crisis? ", http://www.politicalaffairs.net/article/articleview/9492/)
Comparing the two countries’ debt level, Japan’s debt amounts to nearly 200 percent of its GDP while that for Greece is a little more than 100 percent of its GDP. Both of their debt-to-GDP ratios is about 80 percent when considering their net debt, the amount calculated by deducting government financial assets from the total debt. However, what should be emphasized is who owns these debts. In Japan, domestic financial institutions are the major holders of the bonds issued by the government. More than 90 percent of government bonds are domestically owned while only seven percent are held by foreign investors. In the case of Greece, more than 70 percent of its national bonds are in the hands of investors outside the country. Given the fact that about 50 percent of such bonds in the United States and Germany are possessed by foreign investors, it can be said that Japan’s rate of public bonds owned by foreigners is low. Whether selling government bonds domestically or overseas will create totally different outcomes in the country’s economic conditions. Interest payments received on government bonds will circulate within the country if the bonds are owned by domestic investors. On the other hand, they will flow outside the country if foreigners are the major bond holders. The other major difference is the danger of a possible increase in the speculative trading of public bonds. Greece, whose bonds are mainly owned by foreign investors, has witnessed a sharp fall in stock prices since the bond holders offered them up for sale all at once. 
No impact to debt

Diplomat 7/7 (Paul Jackson, 7/7/10, " Could Japan Collapse? ", http://the-diplomat.com/2010/07/08/could-japan-collapse/)
A glance at the figures suggests a real predicament for the government. But just how bad is Japan’s debt problem? Is Tokyo really in imminent danger of a financial meltdown similar to that of Athens? And if it does need to repair its finances, will raising the consumption tax be enough? Economists and analysts suggest that while the Greek debt crisis has opened eyes in Japan and served as an important example of what can happen to a nation that turns a blind eye to its debt problems, there are important differences. Takahira Ogawa, director of sovereign ratings at Standard & Poor’s, points out that Japan has the advantage of independent monetary policy unlike Greece, which is a member of the Eurozone. He also points out that Greece shot itself in the foot by possibly trying to ‘cook the books,’ fuelling a crisis in confidence. Ogawa said he can’t imagine Tokyo using derivatives to conceal its debt problem anytime soon. Japan also has deep pockets, which means on paper at least it has the potential to pay off a lot of that outstanding debt. ‘The Japanese government has a lot of financial assets,’ Ogawa says. ‘Of course, the extent to which they can actually be used is a very serious question. But if you use the OECD or IMF’s definition, Japan’s net general government debt level is slightly less than 100 percent. 

AT: Debt Impacts

No impact to debt – internally owned 
Diplomat 7/7 (Paul Jackson, 7/7/10, " Could Japan Collapse? ", http://the-diplomat.com/2010/07/08/could-japan-collapse/)
Another important feature of Japan’s national debt is that it is almost entirely held by Japanese. ‘The situation is different in Japan because here domestic investors hold 95 percent of government bonds,’ Akihiko Inoue, chief strategist at Mizuho Investors Securities said. ‘This makes Japan a difficult country for hedge funds around the world to attack.’ While Greece is reliant on foreign investors buying a significant part of their debt issues, Japan enjoys plenty of domestic demand for its bonds, keeping prices buoyant and yields low. Ministry of Finance statistics from December 2008 give a breakdown of Japan’s bond ownership: Japanese banks hold 41 percent, Japanese life and non-life insurers have 19 percent, Japanese public pension funds hold 12 percent, and the Bank of Japan has 8 percent. ‘About 60 percent of Japan’s government bonds are held by Japanese financial institutions, including the postal life and postal savings [companies],’ Ogawa says, adding that the problem with Japanese investors is that they’re risk averse. ‘They’re not lazy, but they don’t take risks. If they were to take calculated risks they would be like professional investors. But most of the institutional investors, maybe because of company policy or because of agreements with certain customers or clients…invest in almost nothing but traditional bonds and equities. Basically risk taking or new activities in the financial sector are weak points.’ Japan’s financial institutions, it seems, are flush with cash, aided by the Bank of Japan’s accommodative monetary policy. Without sufficient corporate demand for loans and given the risk-averse nature of Japanese investors described by Ogawa, there’s an apparently never-ending demand for government bonds—a cushy environment for a government spending beyond its means. 

No impact to the elections – economy rising and debt is contained

WSJ 7/12 (Colin Ng, Philip Vahn, 7/12/10, " CORRECT: UPDATE: Asian Shares Up;Tokyo Market Digests DPJ Election Loss ", http://online.wsj.com/article/BT-CO-20100712-703164.html)
SINGAPORE (Dow Jones)--Asian stocks were higher Monday after Wall Street's rise on Friday, while Tokyo shares eked out modest gains in a subdued session as investors digested news of a major election defeat for the ruling Democratic Party of Japan. Overall sentiment was also getting some support on Saturday's data showing that China's exports in June grew 43.9% on-year to a record $137 billion. That beat a 40.0% rise tipped by a Dow Jones Newswires poll of economists. The exports data suggested that global growth was holding up despite disappointing U.S. economic data. "The Chinese trade data add to the bullish leads inherited from Wall Street," said IG Markets strategist Ben Potter in Sydney. "They suggest the global economy is still reasonably strong." Japan's Nikkei 225 was up 0.4% while Australia's S&P/ASX 200 rose 0.5% and South Korea's Kospi Composite had turned higher by midday, and was up 0.4%. Hong Kong's Hang Seng Index rose 0.6%, Taiwan's main index was up 0.5% higher and the Shanghai Composite rose 0.8%. Dow Jones Industrial Average futures were 17 points lower in screen trade. Japanese stocks were up modestly after a choppy early session amid political uncertainty after the DPJ's losses at Sunday's Upper House elections. The DPJ claimed just 44 seats of the 121 seats contested--less than 40% of the total--down from 54. In last year's election, the DPJ took 64% of the seats at stake. "What's tough about this situation is that no party wants to form a coalition with the DPJ," dimming the outlook for the smooth implementation of policy, said Investrust Chief Executive Hiroyuki Fukunaga. Some exporters were rising on the back of the yen's weakness against the U.S. dollar and the euro in the wake of the elections. Sony climbed 2.2%, Sharp Corp. rose 2.2%, Honda Motor rose 1.5% and Toyota Motor was up 0.8%. Australian stocks was higher in a subdued session as investors were unwilling to take big bets before Alcoa kicks off the U.S. earnings season later on Monday. A strong debut for Orica spin-off Dulux rubbed off on the broader market, with the stock trading at A$2.68 from its listing price of A$2.50. Macquarie Private Wealth Division director Martin Lakos said the strong China exports data should be a plus for market sentiment. "It's been a sluggish start to the week," said Lakos. "There are a lot of U.S. and Chinese economic data due this week, as well as U.S. earnings. But the offshore leads were reasonably positive over the weekend." Rio Tinto was up 1.5%, BHP Billiton was up 0.5%, OZ Minerals was 2.3% higher and Fortescue Metals rose 0.3%. Banks were higher in China on growing hopes that policy makers will not introduce more credit tightening measures after the latest loans data indicated that China's credit growth will likely slow in the coming months. Bank of China was up 1.7% and China Merchants Bank advanced 2.0%. Financial institutions in China extended CNY603.4 billion worth of new yuan loans in June, central bank data showed Sunday. The lending total for June was generally in line with the CNY600 billion forecast in a Dow Jones Newswires poll of nine economists, but was lower than the CNY639.4 billion worth of new loans extended in May, highlighting the central bank's efforts to curb lending as Beijing works to gradually cool the domestic economy. In Korea, auto stocks and battery makers were leading the gainers with Hyundai Motor up 0.4% and Kia Motors up 1.1%. Battery makers were higher after local news agency Yonhap reported the government on Sunday said that it would invest KRW15 trillion in the rechargeable battery industry over the next 10 years. Samsung SDI was 2.4% higher and LG Chem rose 3.5%. Elsewhere in the region, New Zealand's NZX-50 was 0.2% higher, Philippine shares were up 0.2%, Malaysian shares gained 0.3%, while Singapore's Straits Times Index rose 0.2% and Thai shares were up 0.4%. In foreign exchange markets, the U.S. dollar was stronger against the yen following the weekend's Upper House elections. However, the DPJ's big loss should be yen-positive because Prime Minister Naoto Kan's influence in the ruling party and the coalition should decrease, said Barclays Capital chief Japan currency analyst Masafumi Yamamoto. Kan has in the past supported a weaker yen. The dollar was at Y89.10, compared with Y88.65 in late New York trade on Friday. The euro was at Y112.26, compared with Y112.07 and bought $1.2592 against the dollar, compared with $1.2640. "There is even the risk that Kan won't be re-elected as the leader of the DPJ at September's intra-party presidential election," Yamamoto said. He added that the government will have a tough time passing any bills in the Diet, suggesting that its efforts to improve the nation's fiscal health may not go smoothly. But since only a tiny portion of total outstanding Japanese government bonds were held by foreigners, the impact from an expected rise in JGB yields on the yen would be limited, he said. 

Kan Bad – US-Japan Relations

Kan’s economic agenda destroys relations with the US and causes worldwide depression

Newsweek 7/12/10 (Peter Tasker, “The Perils of Naoto Kan; The new leader's risky economics”, lexis, JB)
Most likely the DPJ will chalk up a decent result in the July 11 Upper House election, and Kan will prove more durable and effective than his hapless predecessors. That is exactly the problem. For if Kan gets his policy priorities wrong, he will create huge frictions with the U.S. and endanger the relationship that has been crucial to regional security for the past half century. The reason has nothing to do with security policy, on which he has said little, and everything to do with his "Kansian" economic policies. When the DPJ won power last autumn, its economic program consisted of increasing domestic demand through big child allowances. The party also favored a stronger yen, which would bump up the purchasing power of Japanese households. What Kan is now proposing is almost the reverse. In his short tenure as minister of finance, he appears to have been "turned" by the powerful mandarins who run Japan's economic policy and has morphed into a fiscal hawk. Now child allowances are likely to be capped at half the proposed amount. Worse, there is talk of doubling the consumption tax while cutting taxes on company profits. Younger lawmakers are also talking about engineering a depreciation in the yen-dollar rate to 120, even though tighter fiscal policy and aggressive monetary easing (also part of the Kan agenda) would deliver the weaker yen that Japanese exporters crave. The debt hawks justify their position by citing the Greek crisis. In reality, there is no comparison between the two countries. Whereas half of Greek debt is held by foreigners, Japan is entirely self-financing. True, the ratings agencies have been uttering dark threats, but remember that they also rated subprime junk as triple A. The best barometer is the Japanese bond market itself, which has risen this year. Ten-year yields under 1.2 percent indicate that the Japanese government is the best credit the world has ever seen. Japanese mercantilism is nothing new; what has changed is the global context. The credit crisis has highlighted the imbalances of savings and consumption that have been building for decades. If surplus countries like Japan and Germany squeeze consumption and depreciate their currencies, rebalancing will never happen. Debtor countries, like the U.S. and U.K., will have to carry on borrowing and spending. Something has to give. If Middle America sees jobs being "exported" to uncooperative trading partners, it is not likely to support free trade. There is already a bull market in populism and economic nationalism--as can be gauged by the bitter public response to the transgressions of BP and Toyota. It could get much uglier. We've seen this movie before--eight decades ago, to be exact. It does not have a happy ending. The situation is complicated by the shifting military relationship between the U.S. and Japan. During the Cold War, the bargain was simple: Japan got its security on the cheap, the U.S. got military bases strategically positioned on the Soviet Union's eastern flank. This is why the trade frictions of the 1980s (remember U.S. congressmen -smashing a Toshiba stereo on the steps of the Capitol?) never threatened -strategic links. In the 21st century, the logic of the alliance is fuzzier. The rise of China has Japan worried, and the U.S. wants to remain a player in Asia. But would the U.S. really be prepared to sacrifice its own relationship with China for Japan's benefit? Would Japan really support the U.S. in a face-off with China over Taiwan? In normal times, such doubts could be kicked into the long grass. But these are not normal times. With the "special relationship" between Britain and the U.S. in question, it would be more surprising if the U.S. Japan relationship survived this era of turmoil in its current shape. Japan's conversion to Kansianism could set the scene for a fracture. 
Kan Bad – India Reactors
Kan supports sale of reactor technology to India – causes nuclear war

Australian 7/14 (Rick Wallace, 7/14/10, " Anxiety on Japan's nuclear exports ", http://www.theaustralian.com.au/business/anxiety-mushrooms-over-japanese-nuclear-exports/story-e6frg8zx-1225891816559
For years the world's leading advocate of nuclear disarmament, Japan has recently opened talks with India about supplying reactor technology. It has also set up a powerful nuclear export organisation comprised of leading nuclear energy companies and government agencies. Against a backdrop of a sagging economy and growing public debt, Japan is desperate to find a new technological edge that can provide a meaningful boost to gross domestic product. With Japan's long and relatively incident-free history of nuclear power generation, exporting its skills in this area obviously appeals to the Kan government. In announcing its nuclear technology exports group, the government said it would target developing nations and aim to supply construction and operation services. "This is the first, important step towards promoting Japan's nuclear power technologies in emerging countries by public and private sector co-operation," Trade Minister Naoshima said. He suggested that "policy challenges" stemming from the deal could be dealt with via concluding nuclear co-operation agreements and education and legislation. The week before the group's formation was announced, Japan had its first meeting with energy-hungry India (which plans to build 20 reactors by 2020) on a proposed civilian nuclear co-operation pact. This rush to secure a nuclear future for the developing world comes as Japan continues to bang the non-proliferation drum. Japan, together with Australia, set up the International Commission on Nuclear Non-Proliferation & Disarmament and it is an active player in maintaining and strengthening the Nuclear Non-Proliferation Treaty (NPT). Its own suffering at the hands of nuclear weapons underpins its opposition to their spread. Japan emphasises that its technology exports are for the peaceful production of nuclear energy. But as it knows only too well, the plutonium produced in fission reactors can also be used to produce nuclear weapons. The cities of Hiroshima and Nagasaki, destroyed by US nuclear weapons at the end of World War II, have protested against the negotiations with India, which has refused to sign the NPT. India is expected to send an envoy to Japan to conduct a charm offensive on the issue, but concerns remain in Japan about how to ensure that the supplied technology is not deployed for arms production in India, which already has nuclear weapons and is locked in a perennial conflict with its nuclear-armed neighbour, Pakistan. Australia, which has 23 per cent of the world's uranium reserves, refuses to sell any to India because it is not a signatory to the NPT, despite considerable pressure from the Indian government. Aside from the economy, the other factor driving Japan is a reluctance to be left behind. A South Korean consortium recently clinched a $US20.4 billion ($23.4bn) deal to build four reactors in the United Arab Emirates. A deal is also in the pipeline for South Korea's Kepco in Malaysia. As ageing and economically moribund Japan looks across the Korea Strait at its brash and booming neighbour, it's not surprising that competitive instincts begin to stir. With Vietnam, Thailand and Indonesia also keen to build reactors, there is a significant economic opportunity for Japan to get in on the nuclear act abroad. But Professor Koichi Toyoshima of Japan's Saga University, a critic of nuclear exports, says the Middle East and India are not stable enough to sell nuclear power technology to, and the gains for Japan are not worth the risk. "If you look at the Middle East, they are in conflict with Israel and may be tempted to match its nuclear capacity," he said. "India has very tense relations with Pakistan. It is not wise to export nuclear technology to these sensitive areas. "Regardless of NPT membership status, I think Japan should not export its nuclear technology to the countries that produce nuclear weapons, including China. "It would be a big plus to the economy. But no matter how much it does for our economy, we just cannot compare it to the risk of a nuclear war." 
DPJ rule creates political instability

DPJ rule has created political instability

Glosserman, 4/13/10

(Brad, Executive Director of Pacific Forum CSIS, “Breaking point for the alliance?” Center for Strategic and International Studies, PacNet #19, http://csis.org/files/publication/pac1019.pdf)

The DPJ’s problem is that the party has no center of  gravity. No one – not even party members – could tell me  what it stood for. They argued that “the old order” was so  strong that the opposition had to accommodate all forces to  knock it down. The result is not just a spectrum of views, but a  mix that extends in every direction imaginable.  That “big tent” approach has compounded a host of other  problems: inexperience with governing, lack of familiarity  with the issues (which is magnified by the bureaucrat bashing  that was a pillar of the DPJ electoral platform), an overloaded  decision-making process (to be expected when bureaucrats are  isolated), a fickle prime minister, and a crowded electoral  calendar. Even DPJ members winced when asked about their  government’s performance.  The inability of politicians to look beyond the next  election is troubling (even if not unique to Japan). Even more  worrisome is a similar tendency on the part of the business  community and ordinary Japanese to shorten their horizons as  well. The country is increasingly inward looking and absorbed  with its own problems – which heightens the perception that  Japan is marginalizing itself. 

Weak DPJ Bad – Econ 
A weak DPJ downgrades Japan’s debt rating which increases the deficit
REUTERS 7-20

[“WRAPUP 2-Japan aims to cap 2011/12 spending, new bonds”, http://www.reuters.com/article/idUSTOE66J03T20100720]

Japan's government said on Tuesday it would cap spending and new bond issuance in next year's budget at this year's levels, although hitting the targets could be tough given rising social welfare costs and a wounded political leadership. Credit agencies have warned of possible downgrades of Japan's debt rating after a thrashing for the ruling Democratic Party of Japan (DPJ) in an upper house election this month jeopardised its efforts to rein in the country's budget deficit. Although the gap of 8.7 percent of GDP is modest compared with the United States and some European countries following the global financial crisis, Japan's overall public debt is the equivalent of twice the $5 trillion economy -- by far the biggest in the developed world. Chief Cabinet Secretary Yoshito Sengoku said Japan would keep new debt issuance in the fiscal year from April 2011 from exceeding the current year's 44.3 trillion yen ($511 billion). In an outline of the budget for 2011/12, the government said it aimed to limit spending, excluding debt servicing costs, at around 71 trillion yen -- about the same level as this year.

Uniqueness and impact: policy gridlock means no economic reform, which will have global economic repercussions

Associated Press, 7/18 (7/18/10, “Japan ruling party handed big defeat over tax plan”, http://www.lasvegassun.com/news/2010/jul/18/japan-ruling-party-handed-big-defeat-over-tax-plan/, JPW)

Voters handed a stinging defeat to Japan's ruling party in weekend elections, rejecting a proposal to increase taxes and handicapping a fledgling government struggling to keep the world's second-largest economy from financial meltdown. Results compiled Monday in major newspapers showed Prime Minister Naoto Kan's party fell far short of maintaining a majority in the upper house of parliament. The ruling Democratic Party of Japan won only 44 seats, far below Kan's target of 54, while the opposition won 51 and gained control together with its coalition partners. With public spending at more than double its GDP, Japan is trying to manage its ballooning debt while also addressing high unemployment and stagnant growth. Kan has warned the country could face a Greek-style meltdown if it does not get its finances in order _ possibly by raising the sales tax. But the grave losses indicate voters have rejected his solution, and will make it difficult for his government to effectively revive the economy. "I think the Democrats lost the election for a reason. It's wrong to raise the national consumption tax at a time when the economy is so bad and people are suffering," said Shigeru Sugawara, 60, an apartment building manager in Tokyo. The estimates were in stark contrast to the progressive party's landslide victory last August that ended the conservative party's nearly 50-year grip on power. Projections showed the Democrats ended up with 110 seats, well below its goal of maintaining a majority in the 242-member upper house. Many prominent candidates were defeated, including Justice Minister Keiko Chiba. Official government results were not expected until later Monday, but Kan acknowledged defeat early in the morning, saying he failed to fully explain his proposal to raise the sales tax from 5 percent to as much as 10 percent. "The biggest reason for the defeat of the Democratic Party was Prime Minister Kan's handling of the consumer tax issue," said an editorial in the national Yomiuri newspaper. The election won't directly affect the Democrats' grip on power because they control the more powerful lower house of parliament. But it does raise the serious prospect of gridlock. "It's bad news for Kan and the party, and its really bad news for the nation because it means there isn't going to be resolute action on all the festering problems facing the government," said Jeff Kingston, director of Asian studies at Temple University in Japan. "And that's got global repercussions." Japan is deeply invested in worldwide markets, and slow growth here can have a significant impact on the global economy. Kan said his experience as finance minister made him keenly aware of the need to keep Japan's economic engine running, and not seek short-term fixes. Kan vowed to press on with economic reforms even if they are not easy to stomach. "I sincerely and humbly accept this result," he said, adding: "I will continue to push for responsible government." 
Weak DPJ Bad – Alliance 
Weak DPJ can’t create alliance improvement
NEWSWEEK 7/16
[“Japan-U.S. Relations Could Get Bumpy”, http://www.newsweek.com/2010/07/16/a-fragile-alliance.html]
A mere month later, Japan is once again mired in political confusion. In July the DPJ fell well short of a majority in the upper-house elections. It will now have to find either permanent coalition partners or, failing that, parties willing to cooperate on an issue-by-issue basis. Kan has survived his party’s defeat but faces a party leadership election in September that looks certain to be contentious. The result is that the DPJ government will have little choice but to moderate its goals. Accordingly, for U.S. policymakers interested in strengthening the relationship often described as “the cornerstone of peace and security” in East Asia, Japan’s domestic political environment will continue to serve as an obstacle. For the foreseeable future, no government will be in a position to advance major new initiatives, especially those pertaining to Japan’s security policy. And the sad reality is that even if the DPJ had won a convincing victory, Washington’s interest in a more active security partnership—in which Japan would spend more on its armed forces, participate more in overseas operations, and perhaps even revise or reinterpret its Constitution to permit self-defense within the alliance—would continue to face serious obstacles.
Kan Good – Japan Policy (No Turns)
No turns – both LDP and DPJ are ineffective – strong Kan can re-unite the DPJ and ensure good policy
Klingner 2010 -senior research fellow for Northeast Asia at the Heritage Foundation's Asian Studies Center [Bruce, “More political stalemate for Japan” July 15, 2010, accessed July 17,  http://www.heritage.org/Research/Commentary/2010/07/More-political-stalemate-for-Japan]
Kan already faces internal party calls for his resignation but that is unlikely before the DPJ caucus in September. Working in Kan's favor will be the party's hesitancy to imitate the LDP's oft-criticized revolving door of prime ministers. Kan's tenure beyond September's party election is far more precarious, however, and he could still become one of Japan's shortest-ruling leaders. The recently disgraced and exiled Ozawa may strive to make a comeback at the September party caucus. Though he remains too unpopular to return as the party leader, he will try to exercise power through a proxy candidate. He may assess that he has greater leverage because a threat by him to depart the party, along with scores of "Ozawa's children" - legislators who won in last year's election and remain beholden to him, could precipitate a collapse of the DPJ government. The DPJ must now seek coalition partners, either in a formal power-sharing arrangement or on an ad-hoc basis to approve individual pieces of legislation. Doing so would add an additional layer of deal-making and compromising to Japanese policymaking. During the past year, the miniscule People's New Party and SDP were able to hold the much larger DPJ hostage on both domestic and foreign policies. The need to form a coalition to secure a majority gave outsized importance to these minor parties. The DPJ may seek to join forces with Your Party, making it the new tail that wags the political dog. Your Party leader Yoshimi Watanabe, however, repeated his vow not to join the ruling coalition without major changes in the DPJ party platform. Watanabe also called on Kan to dissolve the Lower House since Your Party would likely gain additional seats and leverage at the DPJ's expense. Even before the election, the DPJ was plagued by an inability to produce - let alone implement - policies. The DPJ encompasses broadly divergent ideological factions which hinders the party's ability to achieve consensus. On domestic issues, the party is divided between those advocating populist pump-priming economic stimulus initiatives to secure an election victory and those calling for fiscal restraint to overcome Japan's burgeoning public debt. On foreign policy, the DPJ is divided amongst those favoring a continued strong and close alliance with the US and those advocating a more independent security policy. This was encapsulated in the fierce debate over the fate of the US Marine Corps Futenma Air Station in Okinawa. Although Hatoyama and Kan eventually affirmed the pre-existing bilateral agreement, it was done in a manner that inflamed Okinawan anger against both Tokyo and Washington. The DPJ's election debacle will further constrain Japanese policymaking capabilities since party members will henceforth be more focused on politics than policies. Rampant speculation over the timing of Kan's departure will cause potential successors to vie for position while avoiding potentially unpopular policy stances. The DPJ's ability to deliver on promises will be severely undermined at a time when an increasingly impatient Japanese electorate is demanding results. The Japanese political instinct will be to sacrifice Kan on the altar of expediency to have him take the fall for the DPJ's failings. When Hatoyama was quickly replaced by Kan, the Japanese political system "worked" in the sense that it efficiently produced another leader, although without direct popular mandate. Yet, a system that results in four prime ministers in four years is flawed since it produces an assembly line of ineffective leaders. Having leaders jump overboard at the first gust of disapproval undermines important political concepts of perseverance and enduring leadership. Nor does it instill any inclination for a Japanese leader to remain faithful to principles and ideals by resolutely enduring critical yet vacillating public opinion in order to achieve national objectives. The result of such quick capitulation by the leadership is rapidly plummeting public confidence in the individual, cumulative cynicism of the parties and system, and decreasing national influence on the world stage. The DPJ has yet to prove it can lead and Kan is increasingly looking like yet another weak Japanese administration plagued by legislative stalemate and policy gridlock. But in a broader sense, neither the LDP nor the DPJ have displayed the vision or ability to govern the country effectively. This does not bode well for Japan's future. With the DPJ's aura of invincibility tarnished, the LDP and DPJ are now like two punch-drunk fighters bludgeoning each other to score tactical points but unable to deliver the knock out punch. The result is a Japan unable to fix its stagnant economic and massive government debt, address growing security challenges, or play a regional leadership role. Some analysts hope that the political tumult will eventually lead to a strategic political realignment in which the existing political parties disintegrate with new ideologically-based parties arising from their ashes. If that were to occur, it would offer the Japanese electorate a real choice between opposing political ideologies and policy objectives. This scenario, however, would require far greater dynamism than Japan has exhibited to date. In the meantime, the two Japanese political combatants will continue to inflict considerable damage on each other, as well as the country's hopes of economic revival or international influence.
Kan Good – Climate Bill
Kan key to the climate bill

Reuters 7/11 (Michael Watson, 7/11/10, " FACTBOX-Policies at stake after Japan govt loses election ", http://www.reuters.com/article/idUSTOE66B00Z20100712)
Kan has stuck to a 2020 goal to cut Japan's greenhouse gas emissions by 25 percent from 1990 levels, premised on an international framework in which major emitting countries would agree on ambitious targets. The more powerful lower house passed a climate bill including that goal and a shortlist of domestic measures to achieve it, but the upper house ran out of time to enact the legislation. But the fate of the legislation is murky after the ruling coalition suffered a major setback in the poll. 

Climate bill good – spills over to a global agreement

Reuters Africa 7/11 (Chisa Fujioka, 7/11/10, " SCENARIOS-Fate of Japan climate bill uncertain after election ", http://af.reuters.com/article/energyOilNews/idAFTOE66807T20100712)
If the DPJ fails to pass the bill in the upper house, the bill will stay stuck in parliament. The government will likely stick to its tough 2020 emission reduction target but it would lose political momentum for a mandatory emissions trading scheme, which analysts say is key for Japan to achieve deep cuts in domestic emissions. Failure to pass the bill could also weaken Japan's bargaining power at a U.N. climate meeting in Mexico from Nov. 29-Dec. 10 that aims to try to seal a tougher global agreement on fighting climate change. 
Kan Good – Forests (Warming)
Kan planning to fix the Japanese forestry industry – key to solve warming

Asahi Shimbun 7/11 (7/11/10, " EDITORIAL: Revitalizing Japan's forest industry ", http://www.asahi.com/english/TKY201007110212.html)
In his policy speech to the Diet in June, Prime Minister Naoto Kan expressed his intention to support the renewal of the forest industry. We hope he will stay true to his word. As the prime minister says, there is new hope for the forest industry because of shifts in supply and demand for lumber around the world. China has surpassed Japan to become the world's largest importer of logs, while exporters like Russia and Southeast Asian countries have begun preserving their natural resources. At the moment, wood chips made from broadleaf trees in Japan are cheaper. It is now possible to find ways to compete against foreign products, and Japan should make use of this opportunity. Efforts to stop global warming are also shining a light upon the forest industry. If Japan, blessed with rich forests, makes better use of its natural resources, it will move a step closer to responding to the needs of our time--shifting toward a low-carbon society. Japan is a rainy country with a mild climate, suitable for growing trees. The nation has an accumulation of forest trees exceeding 4 billion cubic meters in terms of tree trunks, and the figure is increasing by 80 million cubic meters a year. The annual increase is sufficient to meet domestic annual lumber demand. However, to our regret, the self-sufficiency rate for lumber is as low as 24 percent. It is little wonder the government led by the Democratic Party of Japan is calling for the revitalization of forestry. Its plan is to increase the number of simple and small-scale strip roads so that more large machinery can be brought into the forests to significantly reduce the costs for logging and transport. This is a pragmatic way to promote the industry, different from the previous approach of building large-scale forest roads. During the Diet session that ended in June, a law was enacted requiring central and local governments to make efforts to use wood for low-rise public buildings. This measure should be expanded. It is also important to simplify the overly complex distribution system, as well as to require clear labeling of the wood's origin. Public subsidies for tree-thinning work should also be increased. Heavy costs hinder such efforts, and this is harming the forests. Public understanding is essential in pursuing these policies. We should start by providing more opportunities for people to enter the dim and damaged forests and see firsthand how the forestry industry and the forest environment are both facing a crisis. On May 22, designated as the International Day for Biological Diversity, people around the world planted trees at the United Nations' behest. In Japan, volunteers held health checks of forests, enabling people to survey and understand the poor state of our manmade forests. Forests may seem beautiful from the outside, but once you step inside, you will find that is far from the truth. Japanese cedar and cypress trees as thin as bamboo are sprouting all over, preventing sunlight from shining through. There is no undergrowth on the dimly lit soil, and no signs of any animal or insect life. Many of the people must be shocked at the sorry state of the forests. Growing dependence on foreign imports crushed demand for Japanese lumber, leaving the domestic forests neglected. This is occurring in many of the artificial forests that cover 10 million hectares around the country. Something must be done. 

Kan Good – Japan-China Relations
Kan improves Sino-Japanese relations

Japan Times 7/11 (7/11/10, " China is pleased with Kan but keeps tabs on Ozawa ", http://search.japantimes.co.jp/cgi-bin/eo20100712a1.html)
China apparently views new Prime Minister Naoto Kan as easier to deal with than his predecessor Yukio Hatoyama, and has already started sending friendly signals to Tokyo in the hopes of promoting closer bilateral relations. Beijing was caught off guard by the sudden resignation of Hatoyama after just eight months in office. Chinese leaders had expected his regime to last at least two years, or even as long as the four-year term of current Lower House members. Beijing now appears relieved to learn that Kan, unlike Hatoyama, does not talk of making the Japanese-American relationship "more equitable," or of establishing an "East Asia Economic Community," which can be interpreted as challenging China's strategies. Prime Minister Wen Jiabao lost no time talking directly with Kan through the newly created "hot line" June 13. The two agreed to work closely on developing natural gas resources in the East China Sea as well as exchanging information on allegations that the North Korean navy sank a South Korean warship. According to a Chinese researcher well versed in Japanese politics, Beijing had been concerned that, after Hatoyama's Democratic Party of Japan came to power last year, he went too far in alienating bureaucrats in an attempt to shift power to elected politicians. Such a shift, he points out, was considered counterproductive in view of the vital roles those bureaucrats have long played in drafting and implementing domestic and diplomatic policies. As one example, the researcher cites the appointment of Uichiro Niwa, former chairman of Itochu Corp., one of Japan's major trading firms, as Japan's new ambassador to China, replacing Yuji Miyamoto, a career diplomat. It is thought, the researcher says, that the unusual move of naming a man from the business sector to such a high diplomatic post could conceivably lead to disharmony among policymakers. What has bothered the Chinese leadership is the political instability in Japan, exemplified by the frequent changes of government — there have been five prime ministers in as many years — and by the rise of a number of splinter political parties. This, it is feared, has led top Japanese politicians to pay more attention to the immediate wishes of voters than to basic strategies that will serve the nation in the long term. 

Kan Good – Postal Reform (Econ)
Kan key to postal reform

Reuters 7/11 (Michael Watson, 7/11/10, " FACTBOX-Policies at stake after Japan govt loses election ", http://www.reuters.com/article/idUSTOE66B00Z20100712)
The parliament session ended in mid-June without passage of a bill to scale back postal privatisation. Kan has said he will resubmit the legislation, sought by his tiny coalition partner the People's New Party, in an extra session in the autumn. But without a coalition upper house majority, it looks almost impossible for the legislation to be enacted any time soon. Not all Democratic Party lawmakers are keen on the legislation and banks complain it would give Japan Post an unfair advantage because of an implicit government guarantee. Japan Post, which has retail banking and insurance services, is the world's largest financial conglomerate with assets of about 300 trillion yen ($3,387 billion) and its fate could sway financial markets and industry. The United States and Europe have said the draft legislation had not addressed their concerns about what they see as the preferential treatment that Japan Post receives compared with private-sector companies. 

Japan postal reform saves the economy – boosts revenue, and creates an upward spiral in the stock market which solves deflation

Fink 6/30

Naomi, Senior Currency Analyst from Bank of Tokyo, Wall Street Journal, “The Business Case for Reforming Japan Post” http://online.wsj.com/article/SB10001424052748704895204575320060019503860.html?mod=googlenews_wsj
Investors have been watching Japan's government reshuffle closely for clues on the direction of economic policy. A key question is how the new government will handle one of the more controversial—and also more important—debates from the previous administration: postal reform. The postal bank's balance sheet totals roughly 200 trillion yen ($2.26 trillion), about one-quarter of the nation's household cash savings. The bank's fate has important business and economic implications too, both inside and outside Japan. Private-sector Japanese institutions have long been pressured by large-scale government interventions in the financial sector. Massive increases in public intermediary lending arguably obscure price-discovery mechanisms, and have in the past been followed by damage to private-sector profits, while achieving little to no net increase in country-wide lending to small businesses. Meanwhile, uncompetitive margins on private lending might be one reason why the plentiful liquidity provided by the Bank of Japan's loose monetary policies is clearly stopping at banks' doorsteps and flowing into "risk-free" government bonds, which grow more numerous as Tokyo struggles to get its fiscal house in order. A well-timed postal privatization could provide immediate support to Japan's fiscal balance, to Japanese assets and to Japan Post itself. Earlier rounds of privatization, especially Japan Railways and the telecom NTT in the 1980s, were big money-makers for the government. If, as seems possible, a series of initial public offerings for large chunks of Japan Post were similar in size to that of NTT, the government would gain a one-time revenue boost of between $70 billion and $80 billion each time it went to market. Assuming competitive pressures over time transformed Japan Post into a profitable institution, this could be a gift that keeps on giving: The government could tax both the bank's profits and the dividends and capital gains of shareholders. Privatization could also offer a lift to Japan's stock market. Earlier privatizations became catalysts for waves of other private-sector IPOs that tended to boost the market more broadly as successful offers reinforced appetite for new offers. A Japan Post IPO might spark, albeit with a lag, a surge in IPOs of financial, insurance and possibly postal services companies if a newly competitive and transparent postal bank sets a higher standard for private-sector institutions, creating incentives for them to boost their own risk-adjusted profitability. A privatization IPO would be especially helpful now since the market is nearer its trough than its peak; without some spark there would be little interest in bringing other IPOs to market. This in turn would benefit households and smaller enterprises. Retail investors are typically large buyers at privatization IPOs. Especially if Japan Post's IPO lifted the broader market like NTT and Japan Railways did, that increase in household investment income would itself be antideflationary—an alternative to employment income, which has been stagnant or shrinking. A second wave of IPOs in a bull market also might provide capital to firms currently unable to tap traditional bank lending, which also would combat deflation. New equity capital from private-sector investors could give rise to demand, in a more competitive financial services sector, for productivity-enhancing investments in both capital goods and human resources. That's a recipe for the "positive cycle" the Bank of Japan has long sought to create. 
Postal Reform Good – Relations

Japan Post reform solves US-Japan trade relations and increases competition

Fink 6/30

Naomi, Senior Currency Analyst from Bank of Tokyo, Wall Street Journal, “The Business Case for Reforming Japan Post” http://online.wsj.com/article/SB10001424052748704895204575320060019503860.html?mod=googlenews_wsj
All these are domestic reasons to privatize Japan Post, but there are international arguments, too. Japan's high propensity to save has made it an attractive market for foreign financial institutions, especially those in need of new capital after the financial crisis. Government intervention in the financial-services industry via its control of the country's largest savings institution is increasingly a sore point for foreign banks. Japan Post is becoming an international trade headache Tokyo doesn't need right now. The U.S. Trade Representative reportedly is considering filing a complaint against Japan at the World Trade Organization over, among other things, the lack of a level playing field in insurance, noting the overwhelming presence of state-backed activity. U.S. financial institutions are expressing concern that expansion of Japan Post's savings cap would give it an unfair advantage over foreign competitors who would have to attract depositors without the postal bank's implicit government guarantee. In terms of savings deposits and loans (core businesses for Japanese banks), foreign banks hold roughly 1% market share in each. Privatizing the postal bank and insurance company would be significant steps toward leveling the playing field for foreign institutions. Notably, this is one of those rare trade cases that is not exclusively beneficial to foreign firms—reduced government intervention might very well improve competition as a whole within the Japanese financial-services sector. 

Kan Good – Business Support
Kan good for the economy – business support
Dickie 6/18/10 (Mure Dickie, Staff Writer for the Financial Times, “Business lobby hails Kan as stable influence,” http://www.ft.com/cms/s/0/bf62a7b4-7a71-11df-9cd7-00144feabdc0.html) 

The election of Naoto Kan as Japan's prime minister has eased worries in the corporate sector about the economic and fiscal policies of his left-leaning Democratic Party of Japan, according to the head of the nation's most influential business lobby. Hiromasa Yonekura , Keidanren chairman, told the Financial Times that the group's relations with the DPJ had improved markedly since last year's historic change of power. His remarks underscore increasing confidence among Japanese companies that the DPJ is sympathetic to their interests in spite of its close ties with labour unions and its long-standing pro-welfare and pro-consumer agendas. Mr Yonekura, 73, offered a strong personal endorsement of Mr Kan's cabinet following the resignation early this month of Yukio Hatoyama, the DPJ's first prime minister. "Prime Minister Kan is a very realistic and practical man," said Mr Yonekura, describing Mr Hatoyama, by contrast, as a "very, very gentle person" who struggled to make timely decisions.

Kan Good – Economy 
Strong Kan key to solve Japanese debt – weak Kan causes reliance on the BOJ and bad policy

TODAYonline 7/16 (William Pesek, 7/16/10, " My US$80000 says Japan's deflation will only get worse ", http://www.todayonline.com/Commentary/EDC100717-0000058/My-US$80,000-says-Japans-deflation-will-only-get-worse)
Naoto Kan may get the state dinners and the motorcades but he no longer runs Japan. Masaaki Shirakawa does. If anything is clear since the drubbing that Prime Minister Kan's Democratic Party of Japan took earlier this week, it's that politicians are passing the buck to the central bank. Expect Bank of Japan (BOJ) Governor Shirakawa to feel more pressure to boost economic growth than ever before. You may think you have seen this movie before. You haven't. Increased reliance on the BOJ will end badly for the world. It's now entirely possible that, come September, Japan will have its sixth leader in four years. Speculation is growing that a power struggle could nudge Mr Kan out of a job he assumed just five weeks ago. That would be a blow to investors. Mr Kan is the only leader in 20 years who has talked seriously about ending Japan's debt-fuelled-growth insanity. With the Prime Minister weakened to lame-duck status, the odds of him reining in a debt that is double the size of Japan's US$4.9-trillion ($6.7-trillion) economy are dwindling  In the July 11 elections, his party lost control of Parliament's Upper House. The International Monetary Fund warned about the nation's fiscal trajectory. Before Greece's debt crisis, it was possible to downplay Japan's burden. Now, investors are questioning whether Japan can avoid an eventual default. That's admittedly a stretch. Japanese households are sitting on trillions of dollars in savings and more than 90 per cent of government debt is held domestically. Also, Chinese demand for Japan's debt is growing markedly, as Finance Minister Yoshihiko Noda told Bloomberg News. Japan is neither Greece today, nor Thailand circa 1997. Yet attention is turning to a depressing figure: US$80,000. Last November, the media worked itself into a tizzy over news that Japan owed US$76,000 for each of the 126 million people residing here. Around the same time, former IMF chief economist Simon Johnson told the United States Congress there is a "real risk that Japan could end up in a major default". Well, that figure has grown to US$80,000 per person. If I could wager my share, I'd bet Mr Kan's travails are a harbinger of even greater trouble for Japan. Demographics alone are enough to keep you awake at night. Sony Financial Holdings tells the story. The insurance and banking unit of Sony is expanding in Asia as an ageing population constrains growth at home. THE SAME-OLD, SAME-OLD Japanese leaders seem completely befuddled by this phenomenon and others. Mr Kan essentially committed political suicide by proposing higher consumption taxes amid deflation and weak employment. Even if he hangs on to his job, his credibility has taken a terrible blow. Mr Kan, missteps aside, may be the most prescient Japanese Premier in years. His focus on unsustainable debt trends is the right one. Japan needs to create growth organically, not via stimulus. His weakened position makes it much harder for him to balance the Budget in 10 years. It's possible Mr Kan will get a second wind and that two years from now Japan will be on stronger footing. He will have to stay in his job and then win broad support for radical change. Both accomplishments look unlikely. The DPJ's poor election showing gave rise to a new crop of lawmakers. Rather than offering fresh ideas, many see the central bank as the answer. The sudden emergence of Mr Yoshimi Watanabe's one-year-old "Your Party" is a case in point. Japan's newest political force is already calling on Mr Shirakawa to do more. This isn't change; it's the same-old-same-old. For 20 years now, politicians have relied on the central bank to boost the economy. Never mind that Japan's problems are more structural than monetary - critics say the BOJ isn't doing enough. Yet greater reliance on the BOJ is dangerous. In 2000, it was one thing to rely on monetary largess. Ten years on, it's quite another. Moody's Investors Service and Standard and Poor's are sniffing around Tokyo for any whiff of optimism to offset Japan's toxic fiscal and demographic trajectories. As Japan's credit rating edges lower, so will investor confidence. The Land of the Rising Sun will become the Land of the Setting Sun. With the benchmark interest rate at 0.1 per cent, what can Mr Shirakawa do? He could return to the quantitative easing of the early 2000s. He could buy loads of government and corporate debt, essentially monetising the economy. He could leave the yen-printing presses on indefinitely. Any of these actions will take even more of the onus off politicians to do their jobs. Two decades after the bubble years ended, Japan still doesn't know how to grow without massive government subsidies. BOJ moves to bail out the government will punt true change another five or 10 years down the road. Japan doesn't have that kind of time to spare. Pressure for the BOJ to take the lead smacks of desperation. It's also a sign Japan may underperform to an even greater degree in the years ahead. 
Kan Good – Economy 
Japanese fiscal reform solves but Kan must be strong

Japan Times 6/24 (6/24/10, " Devil in details for fiscal reform agenda ", http://search.japantimes.co.jp/cgi-bin/nn20100625f4.html)
Japan has finally gotten down to work on fiscal reform with specific targets to rein in state debt, but without strong political leadership from Prime Minister Naoto Kan it is at risk of being a pipe dream. The fiscal management plan unveiled Tuesday includes goals to achieve a primary surplus in fiscal 2020, cap annual spending at ¥71 trillion for three years from fiscal 2011, and introduce a pay-as-you-go scheme to secure funds for policy agenda items. Markets basically welcomed the plan, which was released at a time when the public debt has grown close to 200 percent of gross domestic product. The lack of a blueprint for achieving the goals, however, has drawn criticism. "It is certainly important to set goals, but we've seen similar ones end in failure over and over," said Hideki Matsumura, senior economist at Japan Research Institute. "What's more important is to lay out the process of how to get there." "Fiscal reforms, which are a challenging task for any prime minister, cannot be implemented without powerful political leadership," said Yoko Takeda at Mitsubishi Research Institute. She said reforms need to proceed without sectionalism at government offices and the National Policy Unit, set up last September when the Democratic Party of Japan took power, could take the lead in organizing reforms that influence multiple areas. 
Kan’s economic policies save Japan’s economy—eliminate debt and boost investor confidence

The Nation, 6/8 (6/8/10, “Kan’s Policies Likely to Boost Japan’s Economy”, http://www.lexisnexis.com.proxy.lib.umich.edu/us/lnacademic/results/docview/docview.do?docLinkInd=true&risb=21_T9613563872&format=GNBFI&sort=BOOLEAN&startDocNo=1&resultsUrlKey=29_T9613563875&cisb=22_T9613563874&treeMax=true&treeWidth=0&csi=220765&docNo=17)

Tokyo Japan's new Prime Minister Naoto Kan will introduce policies likely to spur economic growth and earnings, boosting stock prices, strategists at JPMorgan Chase & Co and Deutsche Bank said. Kan, who is succeeding Yukio Hatoyama,  will emphasise economic growth compared with his predecessor's focus on social issues, said Jesper Koll, head of equity research at JPMorgan. The new premier will also ease investor anxiety over the world's largest public debt by implementing a more disciplined fiscal policy, said Naoki Kamiyama, Deutsche Bank's chief equity strategist in Tokyo. "After the democrats came into power and after Hatoyama got into power, the number one priority was social policies," Koll said. "Now it's going to be economic policy. It's going to be to promote growth." Kan, who served as finance minister for five months, is taking the reins just weeks before the government is due to say how it intends to reduce public debt and release a strategy to sustain a nominal 3-per-cent growth rate over the next decade, a pace unseen since 1991. Japan's public debt is approaching 200 per cent of gross domestic product, the biggest among the 30-member Organisation for Economic Cooperation and Development. "Kan is better than Hatoyama in terms of fiscal discipline," Kamiyama said. "When investors are thinking of long-term investment in Japan, they are wondering whether it is a safe market." The nation's economy grew less than forecast in the first quarter as an export-led recovery failed to stoke consumer spending, a Cabinet Office report showed on May 20. Falling tax receipts and increasing social welfare costs helped push Japan's debt to a record high in the fiscal year ended March. Public debt totalled à¸…882.9 trillion (Bt314.6 trillion) as of March 31, up 4.3 per cent from a year earlier, according to the Finance Ministry. "Fiscal discipline is important for the popularity of the DPJ," Kamiyama said. "The policies may be good but the implementation may be a struggle as Kan faces an upper house election in July." 

Kan regime stability key to investor confidence and tackling the fiscal deficit

Rowley, 6/3 (6/3/10, Anthony, The Business Times Singapore, “Hatoyama’s Surprise Resignation Hits Japanese Stocks, Yen”, http://www.lexisnexis.com.proxy.lib.umich.edu/us/lnacademic/results/docview/docview.do?docLinkInd=true&risb=21_T9604571746&format=GNBFI&sort=BOOLEAN&startDocNo=1&resultsUrlKey=29_T9604571749&cisb=22_T9604571748&treeMax=true&treeWidth=0&csi=11432&docNo=6)

'I sincerely hope people will understand the agonising choice I had to make,' a tearful Mr Hatoyama said. 'I knew we had to maintain a trusting relationship with the US at any cost, while seeking cooperation with domestic political partners. I have to take responsibility' for the fracturing of the political coalition that resulted from the deal with Washington. LDP president Sadakazu Tanigaki was quick to seize on the resignations. The DPJ 'should seek a public mandate' by dissolving the House of Representatives (lower house of parliament) and calling a general election,' he said yesterday, while urging that Mr Ozawa be excluded from a post in the new Cabinet. Japanese business leaders also called for decisive actions to restore political stability in Japan. 'I want (the government) to quickly establish a new administration capable of securing confidence at home and abroad by maintaining solidarity,' Hiromasa Yonekura, chairman of the Japan Business Federation (Keidanren) said. Markets reacted fairly calmly to the political turmoil with the yen retreating slightly against the dollar and shares prices declining marginally. But analysts said the implications of renewed political turbulence in Japan might take time to work through, depending upon how decisively the new government acts. If Mr Kan becomes prime minister, he is expected to begin attacking Japan's gaping fiscal deficit, which would reassure the Japanese Government Bond market. Foreign exchange markets are likely to be nervous, however, if Mr Kan assumes leadership because he has spoken in favour of a weaker yen in the past. 
Kan Good – Deflation

Kan sales taxes good – solves deflation

BusinessWeek 6/30 (Aki Ito, 6/30/10, " Japan's Slowing Economy Exposes Risk of 1997 Redux ", http://www.businessweek.com/news/2010-06-30/japan-s-slowing-economy-exposes-risk-of-1997-redux.html
Higher sales taxes, introduced gradually, could help the economy by spurring inflation expectations, according to Masamichi Adachi, an economist at JPMorgan Chase & Co. in Tokyo. An annual 1 percentage point increase from next year, eventually reaching a 20 percent level, would minimize the impact on consumer spending, he said. “When people get used to the fact that the consumption tax rises a percentage point every year, they’ll begin to assume that prices will keep rising,” Adachi said. “That way, deflationary expectations will turn into inflationary ones.” In 1997, Hashimoto boosted the consumption levy by 2 percentage points, an increase followed by a recession that led to his resignation. Kan, 63, has said he’s considering the opposition Liberal Democratic Party’s proposal to double it to 10 percent, and called for cross-party talks on the issue. Japan’s dilemma is echoed around the world in developed nations with swelling public debt loads and historically high unemployment 

Deflation empirically kills the Japanese economy, it was the cause of the lost decade

Gandhi, 09 graduated from Chennai Mathematical Institute with degree in economics (Pratish, 12/31/2009, “Deflation, inflation, and the fate of our dreams”, http://pratishgandhi.blogspot.com/2009/12/deflation-inflation-and-fate-of-our.html
Now whom has deflation affected? The prime-most example is Japan and there are fears [and some data suggests - see below] that the U.S too, is facing deflation. How did it affect Japan? Well, to put it in a single line, deflation occurred to Japan immediately after a it was struck with a crisis which was almost the same in spirit as the U.S housing bubble of 2007-08. The real estate bubble grew in Japan in the 1980's and burst around 1989-90. How did the bubble form? After WWII, the Japanese government made laws that encouraged it's people to save money in banks. The traditional Japanese practice of considerable saving coupled with these laws ensured that Japanese banks started sitting on a large pool of funds. Since cash was easily available to banks and there was not adequate government regulation, obtaining loans became easier which in turn pushed manufacturing, real estate deals etc. Along with manufacturing, consumption also increased which pushed manufacturing even further. But what actually was happening was the creation of a massive bubble thanks to rampant speculation in the stock markets [owing to easy flowing credit in the market], house buying spree of the people and similar other factors. According to Wikipedia, in 1989, in a certain part of Tokyo, properties were fetching a whopping $93,000 per square foot! On Dec. 1989, the Nikkei stock index hit its all-time high of close to 39,000 points. Today it hovers around 10000 points [barely 1/3rd of it] and in all these years, has never even remotely touched that 20 yr. old high. As mentioned above, a clear housing bubble was being formed which went undetected for quite some time. And when the policymakers realized there was a mismatch, they suddenly and sharply increased the lending interest rates [of the central bank] to arrest the free flow of credit. What followed was a massive stock market crash which in turn led to a debt crisis. The bubble had been abruptly burst. The careless loans which had been made by the many different Japanese banks went bad and the banks collapsed. What followed was a government bailout of some/all of them. The life-support to these banks continued for a prolonged period of time thanks to the [too-big-to-fail philosophy] and although the banks began making loans gradually [sometimes even while knowing that it was a sure shot bad loan], the result of all this was a debt-ridden economy with many companies, individuals etc. under debt. This affected investment which affected growth. To ease the flow of credit in such a nervous situation, official interest rates were slashed to near zero values. The net effect of low investor confidence was a prolonged period [over 10 years] of near zero economic growth. The Japanese call this 'the lost decade'. As this forgettable decade dragged on, the policymakers kept on giving monetary stimulus to the economy [at times they thought were appropriate], and kept the official interest rate at near zero levels. However, the investor confidence had been so badly shaken that all efforts by the Government bore little result. This trial-and-error approach by the Japanese government resulted in not one, but two decades of near zero economic growth. The situation improved in the 2000s somewhat, but the global meltdown of 2007-08 affected Japan too, and it has returned to deflationary figures once again [See statistics here]. Based on 2009's figures, Japan faces the prospect of another prolonged deflation for the third time. For a country of such tremendous potential and such hard-working people, the past few years have been extremely sad. In spite of all different efforts by Japanese policymakers, Japan seems to be stuck in a deflationary spiral. And to come out of this downward trap seems to be one heck of a job.

Kan Key Economy

DPJ needs coalition partners now to pass agenda because Kan unpopular—means fiscal reform impossible and policy paralysis, weak yen, and no investor confidence[image: image1.wmf]
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WSJ 7/11 (Andrew Monahan, 7/11/10, " Japan PM's Election Setback Bad For Bonds, Yen, Shares; Banks May Gain ", http://online.wsj.com/article/BT-CO-20100711-703085.html, JB)

Japanese bond prices could fall this week after voters gave a thumbs down to the government's plans to raise the sales tax to curb the nation's huge debt. The yen and shares may also fall on the prospect for political paralysis as the ruling party apparently lost its hold on the Upper House of Parliament. But there could be bright spots from the Democratic Party of Japan's drubbing in Sunday's polls, such as for financial firms, on the dismal showing of a coalition partner that wanted to strengthen the postal savings system at the expense of private banks and insurers. Prime Minister Naoto Kan's DPJ suffered a big loss in Sunday's Upper House elections, winning less than 50 of the 54 seats it was contesting, and the coalition it dominates will lose its majority in the chamber, exit polls indicate. The DPJ will remain the ruling party because of its hold on the more powerful Lower House and Kan has said he will soldier on, but legislation could grind to a halt as the DPJ will need the help of other parties in the upper chamber to pass any laws other than budgets. This political uncertainty will likely weigh on Japanese markets, although most opinion polls before the election had already forecast a tough race for the DPJ. Kan will need to scramble to find other coalition partners or seek cooperation case-by-case to get a working majority for his political agenda. Whatever laws the government can enact, however, likely won't be focused on slashing Japan's debt because the two most likely new partners want to put fiscal consolidation on the back burner. DPJ officials themselves admitted Sunday night that Kan hurt the party's chances by calling for a debate on raising the consumption tax from 5% as part of a an effort to cut debt and avoid Japan facing a debt crisis like the one in Greece. "The market now expects a coalition with either New Komeito or Your Party, both of which are opposed to increasing the consumption tax in the near term," said Makoto Yamashita, chief Japan interest-rate strategist at Deutsche Bank. Investors will likely sell Japanese government bonds this week as they "will now have to price in that the consumption tax hike will be delayed." Kan's debt-cutting proposals had prompted investors to pile into JGBs, pushing the benchmark 10-year yield down to a seven-year low at 1.055% on July 1. But the benchmark yield may rise as high as 1.2% Monday, from 1.150% late Friday, Yamashita said. Investors are also wary that the government may now not stick with plans it announced last month to keep new bond sales in the year starting April 2011 below this fiscal year's projected Y44.3 trillion. In light of the election results, the pledge "is meaningless," said Deutsche Bank's Yamashita. "There is a high possibility that the Y44.3 trillion pledge will be broken." A bond sell-off would lead to higher interest rate rises and rising debt-servicing costs for the government, reigniting concerns about Japan's fiscal health. That could hurt the yen in the longer term, much as Greece's debt woes have hurt the euro, analysts said. The yen could also weaken this week as non-Japanese investors, who are less jaded to Japanese political changes, sell it in reaction to the government setback, said Hideaki Inoue, chief foreign-exchange manager at Mitsubishi UFJ Trust and Banking. Investors are likely to be concerned that the election results "mean that the government could have difficulties making policy." The dollar may rise to Y90.00 this week from Y88.65 late Friday in New York, said Minoru Shioiri, chief manager of foreign-exchange exchange trading at Mitsubishi UFJ Securities. Moreover, if Kan continues as prime minister, he might resume talking down the yen, some analysts said. Kan has often said the Japanese currency ought to be weak to support exporters. "During the election campaign the consumption tax has been the main issue, and the DPJ politicians haven't had room to comment on the yen or try to talk it down," said Tomoko Fujii, a strategist at Bank of America-Merrill Lynch. But that could change after the election, particularly if the dollar, which hit a seven-month low at Y86.96 July 1, renews its falls, she said. The DPJ's junior partner, the People's New Party, is projected to have lost all three of its contested seats in Sunday's election, meaning it may be of no further use to the ruling party, said Tatsuhiko Yoshizaki, executive vice-president at the Sojitz Research Institute. Given the PNP's dismal showing, the government may now revisit the postal-reform plans championed by the PNP. One such measure, doubling the deposit ceiling on postal savings to Y20 million per customer, could be reconsidered, analysts said. "Banks may be the big beneficiary," as this would relieve concern that the measure would give Japan Post an advantage over private banks, said Fujio Ando, senior managing director at Chibagin Asset Management. Otherwise, though, the election result may be slightly negative for equities, as investors worry about policy paralysis, said Kenji Shiomura, market analyst at Daiwa Securities. In particular, non-Japanese investors could sell Japan shares as they "would not like further uncertainty in the already unclear political situation in Japan," he said. Japan's benchmark Nikkei Stock Average could fall to 9,500 Monday from Friday's close of 9585.32, Shiomura said. 

Kan Key Economy

Kan’s agenda is key to preventing Japan’s Greece-like economic meltdown. 

Tabuchi, 6/12- Tokyo-based business, economy and technology reporter for the New York Times (Hiroko, 6/12/10, “Japan’s Prime Minister Warns that Debt Could Bring a Crisis Like That of Greece,” Lexis Nexis)
TOKYO -- Japan's newly installed prime minister startled the nation on Friday by warning that it could face a financial crisis of Greek proportions if it does not tackle its colossal debt. The stark words from the prime minister, Naoto Kan, followed by just hours the resignation of his banking minister and ally in the governing Democratic Party, Shizuka Kamei -- an advocate of big spending. Mr. Kamei's departure seemed to signal that the new government would focus on reducing Japan's heavy government debt, called sovereign debt, by far the highest in the industrialized world, and cutting back on the wasteful public works projects. ''It is difficult to sustain a policy that relies too heavily on issuing debt,'' Mr. Kan told the Japanese Parliament in his first policy speech. ''As we have seen with the financial confusion in the European Community stemming from Greece, our finances could collapse if trust in national bonds is lost and growing national debt is left alone.'' Worried by the Greek debt crisis, policy makers around the world have increasingly raised the alarm over runaway government spending of the past two years, as the world has grappled with an economic crisis. This week, Ben S. Bernanke, the Federal Reserve chairman, warned that the United States budget appeared to be on ''an unsustainable path,'' while also recognizing that an ''exceptional increase'' in the deficit had been necessary to ease the pain of recession. New prime ministers in both Britain and Hungary warned last week that their nations' budget problems were more severe than their predecessors had let on. Japan's public debt, at $9.7 trillion, was close to twice its gross domestic product in 2009. But in contrast to Greece, most of that is held domestically, putting Japan, the world's second largest economy after the United States, on a better financial footing. Still, some analysts have warned that Japan's graying population may begin to retire and cash in their bonds, forcing the government to look abroad for financing. In January, the ratings agency Standard & Poor's cut its outlook for Japan's sovereign debt rating, saying that the government appeared to have no plan to start containing debt. The statements Friday from Mr. Kan appeared to press for an agenda he calls the ''Third Way'' for the country's economy. This would avoid the mistakes of previous governments, he has said, by limiting the enormous investment in public works that propped up the economy in the 1990s, while also stepping back from the deregulation Japan dabbled with over the last decade. Instead, he envisions raising taxes and investing heavily in new fields like health and the environment, a move he says will create jobs, raise incomes and bring about economic growth. In his speech, Mr. Kan called for a bipartisan debate on raising the 5 percent sales tax in Japan to help pay for soaring social welfare costs brought on by the country's aging society. ''The stagnation we are experiencing now is due in great part to a struggling economy, burgeoning budget deficit and a breakdown of trust in social welfare,'' he said. ''Instead, the new government will build a strong economy, strong public finances and a strong social welfare system.'' Mr. Kan's new national strategy minister, Satoshi Arai, said Friday that the government would draft a mid- to long-term plan by June 22 to address Japan's debt. The government would seek to cap bond issuance below $500 billion in the fiscal year ending in March 2012. How aggressively Mr. Kan can pursue any agenda will depend on the outcome of nationwide elections for Parliament's upper house on July 11. Support for the Democrats, which slumped under the previous prime minister, Yukio Hatoyama, has rebounded under the new leadership. Mr. Kan's prospects may be buoyed further by the departure of Mr. Kamei, the banking minister and vocal head of a tiny coalition partner that has often undermined the Democrats by straying from the government line. Shozaburo Jimi, a lawmaker from Mr. Kamei's People's New Party, was named the new banking minister.
AT: Kan Impact Turns

No impact turns – weak Kan ensures failure of the National Strategy Bureau – dooms all policies

Japan Times 7/21 (7/21/10, " Ditching a political vision ", http://search.japantimes.co.jp/cgi-bin/ed20100722a1.html)
The Democratic Party of Japan's manifesto for the 2009 Lower House election envisaged establishing a National Strategy Bureau directly under the prime minister. The bureau would gather talented people from both the private and public sectors to work out a national vision and decide on the framework of the government budget. It and the Government Revitalization Unit to detect and eliminate government waste were to serve as the "two wheels" of a political setup in which elected lawmakers take the initiative in developing policy measures. But Prime Minister Naoto Kan's July 15 decision could wreck this vision. He has given up on the plan to upgrade the current National Strategy Office to a legally backed "Bureau" and decided to downgrade the functions of the office. It will be deprived of the power to coordinate different government ministries and agencies; instead, it will focus on making proposals and providing information on domestic matters and diplomacy to the prime minister. This follows the July 11 election loss of the ruling camp's majority in the Upper House. The prospect of Diet passage of government reform bills, including the planned upgrade of the National Strategy Office to the National Strategy Bureau, has weakened. The Kan administration appears to have lost the tenacity and perseverance to do the necessary groundwork to get cooperation from the opposition forces or to form a coalition with an opposition party so that important bills can pass the Diet. 
Kan = Weak Yen
Kan supports a weaker yen

Reuters 7/11 (Michael Watson, 7/11/10, " FACTBOX-Policies at stake after Japan govt loses election ", http://www.reuters.com/article/idUSTOE66B00Z20100712)
Kan caused a stir in January when he said he would work with the BOJ to weaken the yen, and that "it would be nice" if the Japanese currency slipped further. He has subsequently toed the government line that stable exchange rates are desirable but levels should be set by the markets -- but noted after becoming prime minister that there was a general view that a weaker yen would be better for Japan's export-driven economy. 
Economy Key to International Relations

Failure of Kan’s fiscal changes collapse international relations
THE DAILY YOUMURI 7-19

[“Is Kan's new fiscal body up to task?”, http://www.yomiuri.co.jp/dy/business/T100719003661.htm]
Kan was hoping that the consumption tax debate would be the first step toward building a strong economy. But his plans hit a stumbling block when the issue instead cost the DPJ seats in the recent election. The prime minister has yet to come up with a clear path toward significant fiscal reconstruction. A joint declaration issued at the G-20 summit meeting late last month in Canada states advanced nations will aim to halve their fiscal deficits by 2013. Japan was excluded from the goal as it had mapped out a financial management strategy to halve its primary balance deficit by fiscal 2015 just prior to the meeting. The strategy is almost equivalent to an international commitment. If Kan's government fails to appropriately discuss the consumption tax and reduce expenditures, it may find itself in a difficult position internationally.   

International skepticism regarding Japanese investment
ASASHI 7-16

[KATSUYUKI YAKUSHIJI, ASAHI SHIMBUN SENIOR STAFF WRITER,“The way forward is for the DPJ to consider alliances on specific policies”, http://www.asahi.com/english/TKY201007160526.html]

 Yakushiji: What do you think about the fact that the Group of 20 summit in Toronto exempted Japan alone from the agreed target for financial reconstruction? Ito: Japanese government bonds are purchased mostly by domestic investors, and any problem can be resolved domestically by raising taxes in Japan. I believe this understanding made other G-20 members feel Japan's issue was not for discussion by the group. It would be unfortunate if the Japanese people find there is no other choice but to accept tax hike proposal that is hastily prepared after the market takes a wrong turn. I believe Japan's fiscal authorities ought to start working on how to avoid such an eventuality before any external pressure is applied. Yakushiji: Looking back on the mistakes made by the Hatoyama administration, I have to conclude that the DPJ has yet to establish its own mechanism of governance as a ruling party. 
Stability Impact – Economy 
Political stability key to solving the economy - econ collapse in 2015

The Huffington Post 7-22

[Devin Stewart, Program Director and Senior Fellow, Carnegie Council for Ethics in International Affairs, “Will a Rudderless Japan Drift Into Crisis?”, http://www.huffingtonpost.com/devin-stewart/will-a-rudderless-japan-d_b_648321.html]
The upper house election in Japan last Sunday dealt a huge blow to the ruling Democratic Party of Japan (DPJ), leaving the country with a "twisted" parliament and no clear path forward. In contrast to the previous decades of nearly uninterrupted single-party rule, the new, messier political environment is a positive sign for Japanese democracy.But this difficult transition to a new mode of governing comes at a time when strong leadership is needed to address a possible sovereign debt crisis that could hit within five years. Ironically, the DPJ's defeat last Sunday was partly the result of Prime Minister Naoto Kan's flip-flopping over a consumption tax that was meant to help stave off any problems emanating from its exceptionally large debt-to-GDP ratio. 
Stability Impact – Japan Regional Influence
Japan’s political stability is key to its leadership role in East Asia. 
Tanaka 8– Senior Fellow at the Japan Center for International Exchange [Hitoshi, “Prospects for Japan's Domestic Politics and Implications for Its Foreign Policy,” pp. #, vol. 3 no. 3, pub JCIE, Sept. 2008, accessed 7/14/10, http://www.jcie.or.jp/insights/3-3.html] Red
Since the historic defeat of the Liberal Democratic Party (LDP) in the House of Councillors election last year, many foreign observers have become concerned about an apparent "stagnation" in Japan's domestic politics. Some have suggested that divided government has had an adverse impact on Japan's foreign policy and are uneasy about the long-term implications of this development for Japan's international role. East Asia is in the midst of a major transformation and it would be very unfortunate if Japan—the world's second largest economy and a major democracy in the region—were to fail to meet the challenges presented by its changing environment. At arguably no other time in the postwar era has it been more necessary for Japan to adopt a proactive leadership role in East Asia and actively work to ensure the long-term stability of the region. Nevertheless, the manner in which circumstances will evolve in the coming months and years on the domestic political front remains uncertain; there is little doubt that the July 2007 election was a harbinger of further change to come. How events play out will have significant bearing on the kind of regional and global role that Japan is able to undertake.
Political stability key to Japanese diplomacy. 
Tanaka 09 – Senior Fellow at the Japan Center for International Exchange [Hitoshi, “A New Vision for the US-Japan Alliance”, vol. 4 no. 1, pub JCIE, April 2009, accessed 7/14/10, http://www.jcie.or.jp/insights/4-1.html] Red
One prerequisite for proactive Japanese diplomacy is greater stability in Japanese domestic politics. Ever since the opposition Democratic Party of Japan took control of the House of Councillors in July 2007, Diet politics have reached an impasse. In the two and a half years since former Prime Minister Koizumi stepped down at the end of his term as Liberal Democratic Party (LDP) president, the ruling coalition has anointed a series of ineffectual prime ministers. Unfortunately, high turnover among Japanese prime ministers is not merely a recent trend. Former US President George W. Bush interacted with five Japanese prime ministers over the course of his eight-year administration (2001– 2009). His predecessor, Bill Clinton (1993–2001), interacted with seven. In the past, such high turnover was not seen as a serious problem. After all, although the prime minister changed often, the party in power—the LDP—was a constant. Additionally, the Japanese bureaucracy was very powerful, particularly the Ministry of Foreign Affairs. Together, these two factors ensured relative stability in Japanese foreign policy. However, circumstances have changed over the past several years. Not only must the LDP now deal with an opposition-controlled House of Councillors, but public discontent with its leadership has reached a boiling point, and it is increasingly likely that it will lose the upcoming general election. Furthermore, the bureaucracy is under constant attack, and it is unlikely that it will ever exercise as much influence over foreign policy as it once did. It is abundantly clear that the time has come for political realignment and reform. Without stable leadership and a prime minister who has received a strong policy mandate from the voters, Japan will be unable to make a proactive contribution to its alliance with the United States.

Japan’s political stability key to its foreign policies. 
Tanaka 8– Senior Fellow at the Japan Center for International Exchange [Hitoshi, “Prospects for Japan's Domestic Politics and Implications for Its Foreign Policy,” pp. #, vol. 3 no. 3, pub JCIE, Sept. 2008, accessed 7/14/10, http://www.jcie.or.jp/insights/3-3.html] Red
Recent developments have raised a substantial amount of concern about how current domestic political difficulties in Japan will affect foreign policy. While it is impossible to be sure how circumstances will evolve in the coming months, it is clear that Japan desperately needs political leadership capable of putting aside intra- and interparty squabbles and willing to proactively address the profound changes taking place overseas. Of particular concern is Japan's future role in East Asia. The stakes are simply too large for Japan to continue improvising its foreign policy. Regardless of the outcome, it is imperative that Japanese politicians embrace the current power struggle in the Diet as an unprecedented opportunity to engage one another in a candid, healthy, and wide-ranging domestic debate over foreign policy. The hope is that in doing so policymakers will once again be able to articulate a clear foreign policy doctrine around which the entire nation can coalesce. Only then will Japan be able to begin tackling the manifold challenges that lie ahead.
Gridlock Impact – Debt
Gridlock exasperates Japan’s debt 
The Huffington Post 7-22

[Devin Stewart, Program Director and Senior Fellow, Carnegie Council for Ethics in International Affairs, “Will a Rudderless Japan Drift Into Crisis?”, http://www.huffingtonpost.com/devin-stewart/will-a-rudderless-japan-d_b_648321.html]
Most voters support the tax but the prime minister buckled under criticism on the issue, fostering the impression that he is simply an opportunist. The party's loss may have made prospects for reform "an uphill battle." I had the chance to talk with people from media, politics, government, business, and academia in Japan during the week leading up to election day. Consistent with the polls, many of the people I spoke with were undecided about which party to support, and the murky election result may delay financial reforms. Rating agencies Standard & Poor's and Fitch have warned of possible credit rating downgrades due to Japan's expected political gridlock, which may hinder the country's ability to reign in its sovereign debt. Hatoyama's Parting Gift Yet there is good news. While the lower house election last August was a rejection of the long-ruling Liberal Democratic Party (LDP), last week's upper house election was about real issues while also serving as a referendum on the DPJ's 10 months in power. A political monopoly has been replaced by a period of what Japan expert Gerald Curtis calls political "creative destruction." One DPJ staffer told me that the current, more pluralistic public debate over policy issues was the legacy of former Prime Minister Yukio Hatoyama.

Gridlock Impact – Credit Downgrade
Japan will get a credit downgrade in the squo because of failure to pass a consumption tax – there will be gridlock

Reuters 7/12 (Masayuki Kitano, 7/12/10, " S&P says political hurdles to Japan fiscal reform ", http://www.reuters.com/article/idUSTOE66B06620100712)
Standard & Poor's may lower Japan's sovereign ratings if the government's fiscal position erodes further or there is a lack of concrete measures aimed at fiscal consolidation, the ratings agency said on Monday. S&P said in a statement that stabilising the political environment is a key challenge for Japan to implement meaningful and sustainable fiscal consolidation following Japan's upper house election on Sunday. Japanese government bonds and the yen took S&P's statement in their stride. Lead September 10-year JGB futures stood at 141.50 in evening session trade 1JGBv1, after finishing the day's session 0.24 point higher at 141.45 2JGBv1. The yen was hovering near 89 yen to the dollar JPY= and last stood at 88.85 yen, down 0.2 percent from late U.S. trading on Friday. Japan's ruling coalition, led by Prime Minister Naoto Kan's Democratic Party of Japan (DPJ), lost its upper house majority in Sunday's election, putting Kan's policies to deal with the country's massive debt at risk. [ID:nTOE66A02V] "As a result, a hung parliament is the most likely outcome, as leaders of opposition parties are rejecting the possibility of joining the coalition. A hung parliament would make it very difficult for the government to push through major policies," S&P said. "As such, structural reforms, including those of the public sector and public pension system, and increases in the consumption tax rate will be difficult to implement in the new political landscape, and thus, potentially act as a negative factor on the sovereign ratings," it added. S&P said the DPJ's party leadership election scheduled to be held in September 2010, could also affect government policy. "Although Prime Minister Naoto Kan expressed his determination not to resign after the election, he may be pressured to change the current leadership to take responsibility for the election outcome, and this could destabilize the leadership of the DPJ as well as the government," it said. S&P, which threatened in January to cut Japan's credit rating unless it produced a credible plan to rein in its soaring debt and lift growth in an economy plagued by persistent deflation, said it would consider revising the outlook for Japan's ratings to stable if the government consolidates its political foundations and takes concrete measures for fiscal consolidation 
Credit downgrade coming without financial reform – Fitch statement

Reuters 7/12 (Umesh Desai, Jacqueline Wong, 7/12/10, " Fitch says Japan fiscal consolidation harder now ", http://www.reuters.com/article/idUSTOE66C04320100713)
Japan's ruling party's poor showing at Sunday's elections will make it more difficult for the country to push through fiscal consolidation and a delay in a credible plan beyond the year-end would increase the risk of a rating downgrade, Fitch Ratings said on Tuesday. Prime Minister Naoto Kan's ruling coalition suffered a major blow in Sunday's upper house election, putting his policies to deal with the country's massive debt at risk. [ID:nTOE66B066] "If we don't see a credible plan come through by the end of the year, it will send a negative signal for its rating, adding pressure to the credit rating," Andrew Colquhoun, Fitch's sovereign analyst for Japan, told Reuters. Fitch has rated Japan's foreign currency debt AA and its local currency debt at AA-minus, both with a stable outlook. 
Gridlock Impact – BOJ (Econ)

Policy gridlock forces BOJ action – tanks the economy

Reuters 7/12 (Leika Kihara, Izumi Nakagawa, 7/12/10, " RPT-BOJ FOCUS-Japan ruling party defeat spells trouble for BOJ ", http://www.reuters.com/article/idUSTOE66C00520100713)
The policy deadlock in Japan resulting from the ruling party's drubbing in upper house elections raises obvious concerns for Prime Minister Naoto Kan. But the Bank of Japan should be worried too. The government is likely to turn to the central bank to ease its already super-loose monetary policy further should the economic recovery face any risks and so threaten to add to deflation, which has been at the heart of the economy's sluggish performance for years. A failure to sell a proposal to Japanese voters to double the country's sales tax was blamed by Kan for the election result, so politicians will be reluctant to push fiscal reform despite the country's massive debt problems. On top of that, Kan's Democratic Party of Japan will now be reliant on several smaller parties to push policies that may require compromise, or just lead to gridlock in policy making. "The Democrats won't be able to do much in terms of economic policy, so pressure on the BOJ to do more for the economy will heighten significantly," said Koichi Haji, chief economist at NLI Research Institute. 
Stability KT Deterrence

Regime stability key to US power projection, prevent an East Asian power vacuum, and contain China

Kapila, ’10 an International Relations and Strategic Affairs analyst, and the Consultant, Strategic Affairs with South Asia Analysis Group (6/7/10, Subhash, South Asian Analysis, http://www.southasiaanalysis.org//papers39/paper3848.html)
This significant change can be attributed to two strategic factors, both pertaining to the United States. In the past United States reigned supreme strategically in East Asia. That strategic strength provided Japan with a sheet anchor for its security. Today, United States strategic power is on the decline and China is rising strategically strong in East Asia. Japanese insecurities therefore are raised. More seriously, Japanese insecurities are magnified further when Japan perceives that United States policy formulations in East Asia exhibit ambiguities about Japan’s strategic sensitivities. Under the present US Administration, even though the US President and US Secretary of State visited Japan first in East Asia, but in their pronouncements in Tokyo they seemed to indicate that the United States intends to adopt China as a partner in the security management of East Asia. With such US attitudinal adoptions, it becomes logical for Japanese public to question the very premises of US-Japan Mutual Security Treaty, Japan’s financial underwriting of US forward military presence in Asia and the sizeable US Marines presence on Okinawa Island. One gets a feeling from media features in Japanese press that strong resentment is surfacing in Japan on these issues. More importantly the arrogance of US officials in dealings with Japan’s security matters is being resented. No wonder outgoing Japanese PM Hatoyama made pointed public references during President Obama’s visit to Tokyo that United States needs to manage relations with Japan on a more "equitable basis". He was airing widespread Japanese sentiments on the issue. The United States security architecture in East Asia could collapse without Japan’s participation. The United States would need to address Japan’s sensibilities on security issues on a more imaginative and equitable basis. US obliviousness to this aspect could generate more political instability in Japan endangering US security interests. A politically unstable Japan could create a strategic vacuum in East Asia in which China could assertively step in to fill the vacuum to the strategic discomfiture of the United States.
Regime stability key to deterring Chinese aggression and overtaking US leadership

Kapila, ’10 -  an International Relations and Strategic Affairs analyst, and the Consultant, Strategic Affairs with South Asia Analysis Group (6/7/10, Subhash, South Asian Analysis, http://www.southasiaanalysis.org//papers39/paper3848.html)
Japan has a vital role to play in the stability and security of North East Asia. North East Asia encompasses within its confines some of the most explosive flashpoints around the globe. China’s latent hostility towards United States forward military presence in North East Asia is exercised by proxy through its militarily wayward protégé North Korea. Both target Japan's security and political stability to weaken its resolve to be an effective strategic partner of the United States. A strategically over-stretched United States especially under the present US Administration is engaged in a misplaced strategic initiative to enlist China as a partner in the strategic management of North East Asia and Asia. Japan whose security environment has been made more threatening by China’s military ambitions and North Korea as a nuclear weapons state, courtesy China, views US moves towards China as strategically insensitive. Its spill-off effect on Japanese domestic politics is the growing figuring of US-Japan Security Relationship issues in Japan’s domestic politics, including frequent change of Prime Ministers. Japan’s recurrent political instability has a wide strategic impact on Japan’s policy formulations, crisis-management responses and its international image. Any further downslide in this direction can only help China and endanger US security interests and architecture in East Asia. The United States needs to awaken to this fact and also that the more “equitability” it endows to the Japan-US relationship may assist in lessening Japan’s political instability.
Japanese Stability KT Asian Stability

Japanese stability solves Asian peace

Sukma 6/14  PhD degree in international relations from the London School of Economics and Political Science (Rizal, 6/14/10, The Jakarta Post, “ East Asia needs a strong Japan”, http://www.thejakartapost.com/news/2010/06/14/east-asia-needs-a-strong-japan.html) 

 Despite all the difficulties, we hope Japan would be able to withstand the challenges. As international relations in East Asia enter its most crucial juncture, the role of Japan as a major regional power is very much needed. It is for the first time in Asia’s history that regional politics would be characterized by more than two powerful players. China will undoubtedly soon emerge as the most powerful country, second only to the US. India too will become a power that would shape the future of East Asia. As a result, a new emerging regional order is in the making. Southeast Asian countries, having good relationships with all four major powers, expect that the ongoing power shift in East Asia will continue to be peaceful and to the benefits of all regional nations, small and big. I, for one, believe that some sort of multi-polar structure in East Asia would ensure that the region continues to enjoy the stability it has experienced over the last five decades. In that context, a strong Japan would greatly contribute to the preservation of peace, stability and prosperity in the region. A strong Japan would be beneficial for the fulfillment of the ideal of an East Asian community. The role that Japan has played in Southeast Asia — an important component of East Asia’s stability and security — has helped the region flourish economically, which in turn contributes to peace and stability in the region. Southeast Asian states wish to see Japan, under the new administration led by Prime Minister Kan, to succeed. Southeast Asian states, and also East Asia as a whole, needs a strong partnership with Japan to ensure that the 21st century is indeed an Asian century. Indonesia is no exception. Our relationship with Japan will continue to occupy an important place in our foreign policy. Japan is the largest trading partner and investor in Indonesia. Japan has been playing an important role in our economic development and is a fellow democracy with whom we share many values and norms.
Corporate Tax Cut Good
Kan corporate tax cut key to Japanese competitiveness

Hayashi, 6/18 (6/18/10, Yuka, The Wall Street Journal, “Japan’s Kan Seeks Corporate Tax Cut”, http://online.wsj.com/article/SB10001424052748703438604575314552136751966.html?mod=rss_whats_news_us)

TOKYO—Japan's new prime minister is pushing deep cuts in corporate taxes in hopes of spurring more business investment, even as he embraces higher income and consumption taxes to curb the country's mammoth public debt. At 40%, Japan's corporate tax rate is highest among major nations—a longtime source of frustration among executives. Japan's disadvantage has been further highlighted in recent years as nations have raced to lower their tax rates in an increasingly competitive global business landscape. Japan Real Time Debt & Taxes .A corporate tax cut would "strengthen the competitiveness of companies based in Japan and encourage investments by foreign companies," says the government's "growth strategy" document, released Friday. With a goal of achieving a 3% nominal growth rate and ending deflation, Prime Minister Naoto Kan's aides identify in the blueprint scores of "national strategy" projects in key areas like the environment, health care and infrastructure exports to Asia. The document also calls for merging various financial exchanges to try to enhance Japan's role as a regional financial hub. .As for corporate tax, the government said the effective rate will be lowered in phases to "levels in other major nations," referring to the average rate of 26% among the Organization for Economic Cooperation and Development nations. Japan didn't specify further. The equivalent rate in the U.S. is close to Japan at 39%, but different rules on depreciation and other areas make the total tax burden generally lighter in the U.S., experts say. In Singapore, the corporate tax rate is 17%, in South Korea 24%, and in Germany, 30%, according to the OECD. Business investment in Japan could use a boost, analysts say. The nation is facing an increasing risk for "hollowed out" industries due to competition from lower-cost nations like China and the high cost of operating in Japan. Nissan Motor Co., for example, this year ended production of the March compact car, one of its most popular models, at its factory near Tokyo and shifted it to a plant in Thailand where the government had offered a huge tax incentive. In a survey of chief executives of 69 top companies conducted by the Nihon Keizai Shimbun daily this month, lowering the corporate tax was No. 2 onthe list of their wish list, trailing behind a comprehensive growth strategy from the government. They have a friend in Masayuki Naoshima, minister of economy, industry and trade. Noting that the corporate tax rate in Japan is 10 to 15 points higher than in other major nations, the senior lawmaker repeatedly said this month the tax should be lowered in phases, saying the first cut of 5 points should take place in April. "We have had this kind of discussion for 10 long years," Mr. Naoshima said at a news conference. "Companies from Japan and overseas have been looking at this, thinking where is this country headed?" Still, lowering the tax is a concession for Tokyo, given its large government borrowing. Japan's national debt is highest among major nations, a result of many years of hefty stimulus spending on infrastructure projects that have largely failed to deliver sustainable growth. The government's gross debt is likely to reach 225% of its gross domestic product this year, according to the International Monetary Fund. Since taking office on June 8, Mr. Kan has stressed the need to put the nation's fiscal house in order, warning that continued reliance on debt would cause Japan to face the risk of "fiscal collapse." On Thursday, Mr. Kan surprised the nation by unveiling a plan to double its broad sales tax from 5%. Economists also expect rises in the income tax. 
Consumption Tax Good
Absent consumption tax increases Japanese economic collapse is inevitable

The Economist, 4/10 (4/10/10, “Crisis in Slow Motion; Japan’s Debt-Ridden Economy”, http://www.lexisnexis.com.proxy.lib.umich.edu/us/lnacademic/results/docview/docview.do?docLinkInd=true&risb=21_T9621498533&format=GNBFI&sort=BOOLEAN&startDocNo=1&resultsUrlKey=29_T9621498537&cisb=22_T9621498536&treeMax=true&treeWidth=0&csi=7955&docNo=6)

Paradoxically, however, the belief that there is no imminent crisis brewing may be Japan's biggest problem. Without it, there may be nothing to force Japan's policymakers out of a deep paralysis. The scale of the institutional lethargy in Japan is at times breathtaking. Everyone, it seems, puts the blame for deflation and rising debt elsewhere. Take deflation, for instance. By any reckoning it has had a corrosive effect on consumption, debt and investment in the past decade. And expectations of further deflation are entrenched: more than 35% of people expect prices to be flat or lower in five years' time. The finance ministry, led by Naoto Kan, a newish finance minister, argues with increasing stridency that it is necessary for the BoJ to root out deflation, so that Japan can once again resume nominal GDP growth. Yukio Hatoyama, the prime minister, has collared Masaaki Shirakawa, the BoJ's governor, on the issue. Yet because the annual decline in consumer prices has been only moderate— they have never fallen by more than 1.4%, in contrast with the rapidly plunging prices of America's Depression in the 1930s—the central bank tends to view deflation as insidious, rather than cataclysmic. As one insider rather nonchalantly puts it, it is a symptom of bigger underlying problems, rather than the problem itself. The bank thinks the real problems are low productivity growth in Japan, which keeps wages low and suppresses demand for goods and services, and high public debt. In that sense, bizarrely for a central bank, it does not appear to believe that deflation is a monetary problem. Its own earlier experience of monetary stimulus since 1995, when it more than doubled the monetary base with little discernible effect on nominal growth, has left it unimpressed. As a result, it injected liquidity only half-heartedly into the system during the global financial crisis, putting it at odds with central banks in other rich countries. The BoJ's resistance to acting more forcefully may be rooted in its own analysis of its earlier experience. It also seems to be haunted by the potential consequences for its credibility if it acts and fails. That position might be understandable if it were a clearly stated policy. But the bank seems to want it both ways. After much government pressure, in March it said it would extend its emergency supply of three-month loans to the banking system by {Yen}10 trillion. But far from being seen as a principled move to jump-start lending, this was perceived as a weak attempt by the bank to get the government off its back—and the BoJ's credibility took a further knock. When it comes to public debt, the finance ministry's ostrich-like argument that there is little it can do about it until the BoJ deals with deflation is just as frustrating. It, too, appears to think that things are not as bad as the outside world believes. As one central banker ruefully puts it: "Japan is not faced with an imminent debt crisis. But that is a mixed blessing." The torpor dates back years. The finance ministry is haunted by its premature attempt to raise consumption taxes before a recovery was fully under way in 1997. Another attempt to overhaul spending and taxation was launched in 2006, not long before the bursting of the global credit bubble brought it to a halt. According to the OECD, under previous LDP governments, much of the emphasis on improving public finances was focused on spending cuts rather than tax increases. Taxation as a share of GDP remains among the lowest in the OECD. But the tax system is hardly conducive to growth, with some of the highest corporate-tax rates and lowest consumption-tax rates in the rich world. To bureaucrats in the finance ministry, this suggests there is plenty of fiscal flexibility in Japan to deal with the debt problem. The trouble is they have never succeeded at tax reform. Into this policy vacuum came the new DPJ government last year, with Mr Hatoyama vowing that he would not consider raising the consumption tax until the next elections in 2013. Greece's fiscal mess may have knocked a greater sense of urgency into his administration. After his first G7 meeting in February, Mr Kan, the newly appointed finance minister, began to speak more publicly of fiscal reform. Others have taken up his call. Yoshito Sengoku, Mr Kan's replacement as strategy minister, says that the moment borrowing exceeded tax revenues in the 2010 budget, it was clear that Japan had reached a turning point. "I don't think the situation will go immediately as it did in Greece. But going forward the Japanese bond market will always be under pressure and the government officials who are in charge of fiscal policies have to be ten times more cautious than before," he says. He favours an increase in the consumption tax and may also support cuts in corporate tax when he announces a medium-term plan for fiscal reform in the spring. But the politics of a significant overhaul are excruciatingly complicated. After a series of political-funding scandals involving Mr Hatoyama, support for his administration has fallen sharply ahead of upper- house elections in the summer. So it is a safe bet that any talk of tax reform will be accompanied by soothing promises of higher welfare spending. At present none of the ideas being aired to deal with Japan's problems is anything like bold or concrete enough to sound convincing. And though the government may muddle through for a few years yet, ultimately the situation is unsustainable. At some point, unless radical steps are taken, Japan's government will go bust. The IMF's Mr Tokuoka reckons that as the population ages, savings will dwindle, which could reduce inflows to the government-bond market. He calculates that even if the household savings rate remains at 2.2%, by 2015 gross public debt could exceed households' financial assets, which might make domestic funding more difficult and lead Japan to rely more on foreigners. Meanwhile, government pension funds have more flexibility to invest in other assets besides government bonds. With interest payments at 26% of tax revenues, rising yields would come as a huge shock to Japan. Already, some economists argue that flat bond yields give only the illusion of market stability. Ryutaro Kono, chief economist of BNP Paribas in Japan, says that given the fall in Japan's potential growth rate and the drop in inflation expectations, yields should normally have plunged. "The fact that the long-term rate has generally been flat for the last 18 months suggests the risk premium is rising on questions of the sustainability of Japan's public debt," he says. What's more, rising social-security payments as the population ages are likely to put even more pressure on public financing, while the shrinking workforce will mean even slower growth and smaller tax revenues. In 1990 almost six people of working age supported each retiree. By 2025 the Japanese government expects that ratio to fall to two. At some point Japan may have no other option than a domestic default in which the older generation, who hold most of the government bonds, will see the value of their investments cut to reduce the pressure on the younger generation. Such an intergenerational transfer would come at enormous political and social cost, not least in a society with such a strong sense of communal well-being.
Consumption Tax Good – Stops BOJ Involvement
The bank of Japan will be charged to fix the economy if Kan can’t pass the consumption tax
REUTERS 7-12

[“RPT-BOJ FOCUS-Japan ruling party defeat spells trouble for BOJ, http://www.reuters.com/article/idUSTOE66C00520100713]
TOKYO, July 12 (Reuters) - The policy deadlock in Japan resulting from the ruling party's drubbing in upper house elections raises obvious concerns for Prime Minister Naoto Kan. But the Bank of Japan should be worried too. The government is likely to turn to the central bank to ease its already super-loose monetary policy further should the economic recovery face any risks and so threaten to add to deflation, which has been at the heart of the economy's sluggish performance for years. A failure to sell a proposal to Japanese voters to double the country's sales tax was blamed by Kan for the election result, so politicians will be reluctant to push fiscal reform despite the country's massive debt problems. On top of that, Kan's Democratic Party of Japan will now be reliant on several smaller parties to push policies that may require compromise, or just lead to gridlock in policy making. "The Democrats won't be able to do much in terms of economic policy, so pressure on the BOJ to do more for the economy will heighten significantly," said Koichi Haji, chief economist at NLI Research Institute.
Coalition KT Japanese Econ

Kan’s ability to form an alliance is key to Japanese economic growth

McCurry, 7/17  reports for the Guardian and Observer newspapers in London. He contributes to the Lancet medical journal and several other publications in Japan and the UK, and reports from Japan for radio stations in France, the UK, Ireland and New Zealand. Justin graduated from the London School of Economics and later gained an master's degree in Japanese studies from the School of Oriental and African Studies, London University. (Justin, 7/17/10, “Japan economy: the wrath of Kan”, http://www.globalpost.com/dispatch/japan/100715/global-economy-japan, JPW)

TOKYO, Japan — If recent pivotal moments in Japanese politics have been characterized by disillusionment and incompetence, the upper house elections on July 11 left no doubt that the economy is firmly back on the top of the agenda. The country’s new prime minister, the Democratic Party of Japan leader Naoto Kan, saw his coalition’s majority in the chamber slip away as voters registered their anxiety over his drastic plans to knock the world’s second biggest economy into shape. Although the Democratic Party has a comfortable majority in the powerful lower house, last Sunday’s result, which left no single party with an overall majority, could lead to policy gridlock unless the ruling party can find a new coalition partner to restore its control of both chambers. Early indications are that it will seek policy support on an ad hoc basis. If he is lucky, Kan might be able to persuade a junior partner to join him in his mission to prevent what he has described as a Greece-style meltdown in the world’s second biggest economy. But the consensus is that the gridlock in parliament will thwart attempts to kick start growth and address Japan’s huge public debt, which at nearly 200 percent of GDP is the biggest in the industrialized world.
Coalition = Better Policy
Compromise good – creates better policies

Forex Pros 7/22 (Linda Sieg, Yuko Yoshikawa, 7/22/10, " INTERVIEW-Japan DPJ exec: learn to live with hung parliament ", http://www.forexpros.com/news/interest-rates-news/interview-japan-dpj-exec:-learn-to-live-with-hung-parliament-150106)
As the ruling party lawmaker responsible for dealing with Japan's hung parliament, Shinji Tarutoko might be forgiven for being down in the dumps, but the 50-year-old Democrat says there's no need to make a fuss. In fact, reaching compromises with the opposition might even lead to more practical policies, Tarutoko said on Thursday, less than two weeks after the Democratic Party of Japan (DPJ) and a tiny ally lost their upper house majority, threatening political deadlock and putting Prime Minister Naoto Kan's job at risk. "I don't think there is anything wrong with compromises. By making compromises, we may get closer to being practical," an upbeat-sounding Tarutoko told Reuters in an interview. Tarutoko, who ran against Kan in a party leadership race last month after the unpopular Yukio Hatoyama resigned as premier, declined to say whether he would do so again in a party vote in September or whether other candidates should do so. Many suspect party powerbroker Ichiro Ozawa, who backed Tarutoko last time and was sidelined during the upper house poll in an effort to woo voters put off by his scandal-tainted image, may be preparing a challenge to the prime minister. "The issue is what would best unite the party, but I still don't know what action would be the best way," Tarutoko said when asked whether he would run in the vote. The Democrats have a huge majority in parliament's powerful lower house, which picks the prime minister. But they lack enough seats to override the upper chamber, so must seek backing for bills from opposition parties such as the long-dominant Liberal Democratic Party (LDP) or the small Your Party, which made big strides in the July 11 election. Tarutoko said the situation, similar to that confronted by the then-ruling LDP three years ago after the Democrats became the biggest party in the upper house, was par for the course in many democracies with dual chambers, and could last for years. "There has been until now a tacit belief that bills sponsored by the government should not be revised at all. But that is what lead to bureaucratic control," he said. "There is nothing wrong with taking opposition parties' views into account and revising bills. By doing that, I think we can achieve true 'political leadership'," he added. Tarutoko said the way Kan had suddenly floated the idea of a possible doubling of Japan's 5 percent sales tax just before the election was the major cause of the party's defeat, but the problem was one of process rather than content. "In Japan, the sales tax is a very sensitive issue and opinions are divided," he said. "The problem was that it was broached without discussion inside the party ... and the party appeared to be divided. If there had been internal discussion in the party first, the outcome might have been different. 
Econ Collapse Timeframe
Econ collapse comes before 2014
The Huffington Post 7-22

[Devin Stewart, Program Director and Senior Fellow, Carnegie Council for Ethics in International Affairs, “Will a Rudderless Japan Drift Into Crisis?”, http://www.huffingtonpost.com/devin-stewart/will-a-rudderless-japan-d_b_648321.html]
Nevertheless, the slowness of Japan's new politics could launch the country adrift into a debt crisis. Although 95 percent of Japanese government bonds are held by domestic investors, several factors could create risks. First, with Japan's low savings ratio and low economic growth, if its aging population starts to draw on its savings, the government may be forced to rely on foreign funders who will demand higher interest rates. Second, a deteriorating Japanese current account, due to a stronger yen or weaker global demand for Japanese products, would also reduce a source of debt funding. Reuters has quoted one analyst as predicting a current account deficit by 2016. Finally, it isn't clear whether a consumption tax would generate enough revenue or whether the tax would only dampen an already stagnant economy. But whatever happens, five to ten years seems to be the critical time horizon. The next lower house election will take place in 2013, and by 2015 Japan is expected to shift toward external funding of its debt and will therefore face higher interest rates. "Three to four years from now I expect a sovereign debt crisis to hit Japan and long-term interest rates to surge," former Bank of Japan board member Teizo Taya said in a May interview with Reuters. Taya also believes that the five percent foreign holdings of Japanese debt would be sufficient to trigger a crisis if there were a sell off. One government official echoed these views when I visited Tokyo last week, saying the current account was the figure to watch. 

***Your Party*** Coalition YES
DPJ will join the Your Party now on a few policies

WSJ (blog) 7/11 (7/11/10, " Your Party: No to DPJ… So Far ", http://blogs.wsj.com/japanrealtime/2010/07/12/your-party-no-to-dpj-so-far/)
With the Democratic Party of Japan-led ruling coalition set to lose majority control of Japan’s Upper House of parliament, the various feelers, overtures and approaches between potential new coalition partners are already quickly taking shape behind the scenes. And Your Party, one of the biggest gainers in Sunday’s elections, is in the DPJ’s sights. Kenji Eda, secretary-general of Your Party, said in a post-election interview with state broadcaster NHK Sunday that the party may cooperate with the DPJ. “If they are agreeable to our plans, we would cooperate (with DPJ) on a legislation-by-legislation basis,” he said. Although he clearly said no to the prospect of a full-scale coalition, it’s worth bearing in mind that political associations can fuse – and melt – quickly in Japan as the notion of a potential role in government takes hold (or fades). The legislation plans Mr. Eda has in mind include a tax reform bill and a bill to revise Bank of Japan regulations as part of a growth strategy that would enable the central bank to more actively engage in monetary policy to combat deflation. 
Kan can overcome lack of seats through bipartisanship with the Your Party—means fiscal reform is probable

Fink 7/11—Japan strategist (economist) Bank of Tokyo-Mitsubishi UFJ (Naomi, Japan Realtime blog at Wall Street Journal, 7/11/10, " What It All Means: The Experts Opine Part 2", http://blogs.wsj.com/japanrealtime/2010/07/12/what-it-all-means-the-experts-opine-2/, JB)
This is a setback for the DPJ but no disaster. The LDP is little better off – it gained a greater number of new seats but still might be around 18 seats short of the 67 needed for a majority (assuming Komeito regains its 11 contested seats and remains in the coalition). In this light, the DPJ/PNP coalition’s likely shortfall of 7 to 13 seats is not an outright loss to the opposition. Kan’s decision to put fiscal reform – and the long-debated suggestion of a consumption tax hike – front and center on the election agenda was risky yet astute. In reality, Kan himself admitted that consumption taxes are unlikely to rise until 2013 at the earliest, which leaves plenty of room for negotiation on fiscal reform ahead of then – with the proposal ostensibly voted down Kan merely goes back to the drawing board on fiscal reform. Kan’s ability to compromise is now crucial and early attempts at bipartisanship look hopeful. Your Party says that it is not considering a coalition with the DPJ but does leave the door open to bipartisan co-operation. With consumption tax hikes ostensibly voted down, there is room to negotiate on tax, as well as postal reform.

Coalition NO
No Your party coalition- Party leader has refused

Financial Times 7/12 (Mure Dickie – FT Tokyo Bureau Chief, 7/12/10, Support surges for Japan’s new party, http://www.ft.com/cms/s/0/fd836520-8dd5-11df-9153-00144feab49a.html)

Japan’s battered Liberal Democrats were the biggest winners in elections to the Diet’s upper house election but the smuggest grin in politics was on the face of Yoshimi Watanabe, head of the much smaller but rapidly rising Your party. Launched only last year, Your party won 10 new seats in the higher chamber, bringing Mr Watanabe a big step closer to his goal of creating a reformist “third force” alternative to the opposition LDP and the ruling Democratic party that has stumbled badly in its 10 months in office.   The growing influence of Your party is bad news for advocates of higher taxes to narrow Japan’s yawning fiscal deficit and for the conservative leadership of the Bank of Japan, which Mr Watanabe wants to force into more aggressive monetary policy to boost growth and employment. The sharp-tongued and spiky-haired Mr Watanabe is also unpopular among Japan’s elite bureaucrats – the former Liberal Democratic party state minister for administrative reform is even more outspoken on the need to reduce officials’ perks and influence over policy than is the ruling DPJ.   Yet the success of Your party candidates, ranging from former bureaucrats to the founder of a café chain, has highlighted the appeal to voters of Mr Watanabe’s promise of a new approach to politics.  The question now is how Your party will make use of the clout brought by its expanded upper house presence. Even before their painful defeat in Sunday’s election, DPJ leaders were hinting at offers of a coalition deal. But for all Mr Watanabe’s ebullience at his electoral success – “I’m very happy this morning,” he told national broadcaster NHK – he was clearly in no mood to play nice with the humbled ruling party, demanding instead the resignation of Naoto Kan, the prime minister, or an early general election   Mr Watanabe has already ruled out a coalition, saying that Your party’s market-liberalising “small government” philosophy is at odds with the DPJ’s big spending policies. 
Link: Supports Alliance
Your party doesn’t like the plan – supports the alliance

Economist 7/15 (7/15/10, " An up-and-coming force in Japanese politics: Young, free and single ", http://www.economist.com/world/asia/displaystory.cfm?story_id=16591297&fsrc=rss)
THERE is something forgivably yuppie-like about Your Party, the 11-month old outfit that in the upper-house elections on July 11th burst out as a new force in Japanese politics. It may be the pineapple-like quiff on the head of Yoshimi Watanabe, its 58-year-old leader. Or it may be the way that young Japanese businessmen discuss it with the reverence usually reserved for MBA courses. Its success on Sunday is owed chiefly to two factors. First, disenchantment with the Democratic Party of Japan. Keiichiro Asao, one of Your Party’s founding MPs, says that of the 5m new voters it picked up since the general election last August, about three-quarters were defectors from the ruling party. Second was its campaign message of small government, strong economic growth and backing for Japan’s strategic alliance with America. Such policies attract the support of business—which in turn brings plenty of funding. With a tally of 11 out of 242 seats in the upper house and five out of 480 in the lower house, it is hardly a direct threat to the two main parties. But it has the clout to propose important legislation: Mr Watanabe says he wants to change the law governing the Bank of Japan if it does not adopt an inflation target to pull Japan out of deflation. Its rivals hope it will be a one-hit wonder, and think its business leanings will, in time, alienate the public. But if the new party keeps its focus on growth, Japan’s disenchanted and underemployed youth may yet take a greater interest. The two main parties, run by men in their sixties, rarely spare youngsters a thought. 
Your Party Key
Your party key to DPJ policy – it’s a gatekeeper

Institute for Defence Studies and Analyses 7/16 (7/16/10, " Tumultuous Phase ahead in Japanese Politics as DPJ loses Polls in Upper House ", http://www.idsa.in/idsacomments/TumultuousPhaseaheadinJapanesePoliticsasDPJlosesPollsinUpperHouse_rpanda_160710)

Opinion polls had predicted a tough race for the Democrats, particularly after Hatoyama’s popularity had plummeted. Though the party chose Kan to succeed Hatoyama, his approval ratings too fell after he proposed to increase the consumption tax.3 Now, the DPJ may be forced to seek a coalition partner if it wants to pass bills to reform the nation’s economy. If it fails to forge a coalition, the country may see renewed political paralysis leading to the possible dissolution of Parliament and call for new elections. One possibility seems to be of approaching the opposition parties to cooperate on a policy-by-policy basis. The other possibility could be inviting the Your Party (a new party formed a year ago by disgruntled former LDP and DPJ members), which advocates small-government policies and which has emerged as an important party with 10 seats in a hung parliament. If its President Yoshimi Watanabe sticks to his position of not entering into a coalition with the DPJ, its role as a “gatekeeper”

 worse for Japan,\” The Economist, 12 July 2010, 


http://www.economist.com/blogs/banyan/2010/07/japans_upper-house_election_results/print" 
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 in the Diet would add a new dimension to Japanese politics.
Your party has key influence over votes

Sakamaki and Hirokawa 7/11- Tokyo journalists at the Bloomberg BusinessWeek (Sachiko and Takashi, 7/11/10, “Japan’s Your Party Gains in Vote, Making it Key to Legislation,” http://www.businessweek.com/news/2010-07-11/japan-s-your-party-gains-in-vote-making-it-key-to-legislation.html)
Japan’s opposition Your Party won 10 seats in upper house elections yesterday, vaulting the group formed 11 months ago into a position to make or break legislation proposed by a weakened ruling bloc. Your Party leader Yoshimi Watanabe vowed not to join Prime Minister Naoto Kan’s Democratic Party of Japan-led coalition and to pursue a separate legislative agenda. Kan will have to negotiate with the new group as well as the main opposition Liberal Democratic Party on legislation, potentially signaling renewed political gridlock. Watanabe is a former LDP cabinet minister. “We’ll see political power games and Kan won’t be able to deliver policies easily,” said Jiro Yamaguchi, political science professor at Hokkaido University in northern Japan. Your Party “will try to play a kingmaker role.” Watanabe’s group campaigned on a promise to slash the ranks of civil servants by one third and to cut corporate taxes. Its members also opposed raising the sales tax to curb the nation’s debt, an approach favored by both the LDP and DPJ. Raising the consumption tax would drag on the economy at a time when it is struggling to overcome two decades of stagnant growth, Kenji Nakanishi, a former JPMorgan Chase & Co. executive and Your Party candidate, said earlier this month. Nakanishi defeated Justice Minister Keiko Chiba in Yokohama to win yesterday. Former Tully’s Coffee Japan Co. President Kota Matsuda was another of Watanabe’s candidates who won. Coalition Strength Kan’s coalition now has 110 lawmakers in the 242-seat upper house after yesterday’s vote, compared with Your Party’s 11. Kan’s block has 311 seats in the lower house, short of the two- thirds majority necessary to overrule upper house decisions. “It’s inevitable that the influence of the policy agendas of the LDP and Your Party will increase,” Hiromichi Shirakawa, chief Japan economist at Credit Suisse Group AG in Tokyo, wrote today in a report. Watanabe, a financial services minister in the LDP, formed Your Party ahead of last year’s lower house contest. Support for the group gained as Kan’s predecessor Yukio Hatoyama failed to make good on campaign promises such as relocating a U.S. military base off the island of Okinawa. “Your Party will become a key player in the divided parliament,” Hiroyuki Kishi, professor of economic policies at Tokyo-based Keio University, said in an interview. “The party presents an alternative.”
Your Party Coalition KT Agenda

Your Party key – could partner with the DPJ

WSJ 7/14 (Yuka Hayashi, Takeshi Nakamichi, 7/14/10, " Japan's Your Party Leader Wants Inflation Target ", http://online.wsj.com/article/SB10001424052748703792704575366292022084292.html?mod=googlenews_wsj)
Your Party, formed just last August, is in a sweet spot. With a simple platform of administrative overhaul and small government, the party boosted its presence in Sunday's upper-house election to 11 seats from just one. Because of their policy similarities, It is viewed as an attractive partner for Mr. Kan's DPJ, which now faces a so-called twisted parliament, where a lack of majority in one of the chambers makes it impossible to pass legislation without cooperation from opposition parties. The DPJ-led coalition lost its upper-house majority Sunday, while still retaining a large majority in the lower house. Mr. Watanabe said that he hasn't had any discussion with the DPJ leadership about possible policy cooperation since the election, but that he is willing to join hands with the ruling party on individual policies where there is agreement. 
Kan must make coalitions with Your Party- key to passage of policies

Bloomberg 7/11/10 (Sachiko Sakamaki and Takashi Hirokawa, “ Japan’s Your Party Gains in Vote, Making It Key to Legislation,” http://www.businessweek.com/news/2010-07-11/japan-s-your-party-gains-in-vote-making-it-key-to-legislation.html) 

July 12 (Bloomberg) -- Japan’s opposition Your Party won 10 seats in upper house elections yesterday, vaulting the group formed 11 months ago into a position to make or break legislation proposed by a weakened ruling bloc. Your Party leader Yoshimi Watanabe vowed not to join Prime Minister Naoto Kan’s Democratic Party of Japan-led coalition and to pursue a separate legislative agenda. Kan will have to negotiate with the new group as well as the main opposition Liberal Democratic Party on legislation, potentially signaling renewed political gridlock. Watanabe is a former LDP cabinet minister. “We’ll see political power games and Kan won’t be able to deliver policies easily,” said Jiro Yamaguchi, political science professor at Hokkaido University in northern Japan. Your Party “will try to play a kingmaker role.” Watanabe’s group campaigned on a promise to slash the ranks of civil servants by one third and to cut corporate taxes. Its members also opposed raising the sales tax to curb the nation’s debt, an approach favored by both the LDP and DPJ. Raising the consumption tax would drag on the economy at a time when it is struggling to overcome two decades of stagnant growth, Kenji Nakanishi, a former JPMorgan Chase & Co. executive and Your Party candidate, said earlier this month. Nakanishi defeated Justice Minister Keiko Chiba in Yokohama to win yesterday. Former Tully’s Coffee Japan Co. President Kota Matsuda was another of Watanabe’s candidates who won. Coalition Strength Kan’s coalition now has 110 lawmakers in the 242-seat upper house after yesterday’s vote, compared with Your Party’s 11. Kan’s block has 311 seats in the lower house, short of the two- thirds majority necessary to overrule upper house decisions. “It’s inevitable that the influence of the policy agendas of the LDP and Your Party will increase,” Hiromichi Shirakawa, chief Japan economist at Credit Suisse Group AG in Tokyo, wrote today in a report. Watanabe, a financial services minister in the LDP, formed Your Party ahead of last year’s lower house contest. Support for the group gained as Kan’s predecessor Yukio Hatoyama failed to make good on campaign promises such as relocating a U.S. military base off the island of Okinawa. “Your Party will become a key player in the divided parliament,” Hiroyuki Kishi, professor of economic policies at Tokyo-based Keio University, said in an interview. “The party presents an alternative.” 

Your Party = BOJ
Increased Your Party influence forces BOJ action

Reuters 7/12 (Leika Kihara, Izumi Nakagawa, 7/12/10, " RPT-BOJ FOCUS-Japan ruling party defeat spells trouble for BOJ ", http://www.reuters.com/article/idUSTOE66C00520100713)
Your Party wants to push the BOJ further, pledging to revise the BOJ Law that guarantees central bank independence. Party head Yoshimi Watanabe told Reuters on Monday he wants the BOJ Law revised so it is similar to laws governing the U.S. Federal Reserve by adding the need to seek maximum employment. Your Party has won enough seats to submit legislation to parliament on its own. Analysts doubt the bill will garner enough support to pass through the Diet, but the proposals are still a headache for the central bank. "Your Party's calls for a bill to pull Japan out of deflation resonates with views held by some in Kan's own party," said Takeshi Minami, chief economist at Norinchukin Research Institute. "It probably won't go as far as a BOJ Law revision. But the views could influence government policy. The bank undoubtedly will come under consistent pressure for further easing." 

Your Party-DPJ Alliance = BOJ solution
A DPJ alliance with Your Party will force a bank solution, instead of taxes
REUTERS 7-12

[“RPT-BOJ FOCUS-Japan ruling party defeat spells trouble for BOJ, http://www.reuters.com/article/idUSTOE66C00520100713]
Following the election, the Democrats have opted to enter alliances with smaller parties on a policy-by-policy basis, rather than trying to form a coalition. Some opposition parties back some of the DPJ's fiscal policies, such as raising the sales tax -- long seen as a way to whittle down the country's public debt, which is double the size of the $5 trillion economy. But they are cool to the notion of joining hands with the Democrats to help pass bills. On the other hand, there is far less disagreement on the need for Japan to overcome deflation with easy monetary policy. "Major opposition parties like the Liberal Democratic Party and Your Party seem very eager to pursue monetary easing to beat deflation," said Hiromichi Shirakawa, chief Japan economist at Credit Suisse. "I think the BOJ was the one most alarmed by the Democrat's big defeat." One small party, the Your Party, is touted by analysts as among the most likely of alliance partners for the Democrats. They expect it to push a more extreme view on the BOJ's role compared with the ruling Democratic Party, another sign of trouble for the central bank that has argued it has done enough to pull Japan out of deflation. 

Your Party-DPJ Coalition Good – Deflation (BOJ)
DPJ-Your Party coalition key to BOJ reform – solves deflation

Reuters 7/11 (Michael Watson, 7/11/10, " FACTBOX-Policies at stake after Japan govt loses election ", http://www.reuters.com/article/idUSTOE66B00Z20100712)
Political instability after Sunday's election means it would be difficult for the government to carry out steps to support a fragile recovery in the world's No.2 economy. That could renew government pressure for a more aggressive monetary policy. While the BOJ is independent from the government by law, direct pressure from the premier might be hard to resist. The opposition Your Party, seen by some as a potential DPJ ally after it won 10 seats in Sunday's poll, wants to revise the law governing the central bank to seek stronger government-BOJ cooperation to end deflation by making maximum employment one of the BOJ's objectives, similar to a law governing the U.S. Federal Reserve. 

***New Komeito*** Link: Okinawa
New Komeito won’t cooperate with DPJ because of drifting over Okinawa

Hayashi, 7/23    Political reporter for the Wall Street Journal (Yuka, 7/23/10, “New Komeito Unlikely to Partner With DPJ”, http://online.wsj.com/article/SB10001424052748703294904575384763505191770.html?mod=googlenews_wsj, JPW)
TOKYO—The head of a key opposition party in Japan said Friday it is unlikely to join forces with Prime Minister Naoto Kan's Democratic Party of Japan any time soon, underscoring the difficulty the ruling party faces in enacting policies following its election defeat earlier this month. Natsuo Yamaguchi, chief representative of New Komeito party, said in an interview that the ruling party must stop "drifting" over important policy issues—such as a proposed increase in the national sales tax and the relocation of U.S. bases in Okinawa—before his party can consider taking joint action with it in parliament. DPJ leaders also must explain their involvement in campaign fund scandals more clearly, he said, and improve their "governance" in managing party affairs. 

No Coalition
Your Party and New Komeito won’t cooperate with the DPJ

Hayashi, 7/23    Political reporter for the Wall Street Journal (Yuka, 7/23/10, “New Komeito Unlikely to Partner With DPJ”, http://online.wsj.com/article/SB10001424052748703294904575384763505191770.html?mod=googlenews_wsj, JPW)
The spotlight on New Komeito, a party closely associated with a powerful Buddhist sect in Japan called Sokagakkai, has intensified as it is considered a potential coalition partner to Mr. Kan's DPJ. Having lost its majority in one of the two chambers of parliament as a result of the July 11 elections, the DPJ now needs cooperation from smaller parties to secure a working majority to pass most types of legislation. But none of its potential partners have expressed willingness to ally with the ruling party, having witnessed the DPJ's major defeat in the elections. Your Party, another opposition party seen as a potential DPJ partner, hasn't ruled out cooperating on individual policies, but it is playing hard-to-get. Mr. Yamaguchi said his party—the third largest in Japan, though a distant third to the DPJ and the Liberal Democratic Party—isn't interested in forming a full-fledged coalition with the ruling party, and it is reluctant to cooperate even on a policy-by-policy basis. "Right now, the DPJ doesn't have the trust of the people," he said. "Joining hands with a party like that would mean we'd also lose trust of the people." New Komeito has 19 seats in the upper house of parliament, more than enough to fill the 16 seats the DPJ needs to reach a majority. The DPJ remains the ruling party as it has a majority in the more powerful lower house, but still lacks an absolute majority of two-thirds needed to overturn the upper houses' decisions. A tie-up with New Komeito would also give the DPJ an absolute majority in the lower house. 
Policy-By-Policy Coalition
New Komeito won’t form a coalition with the DPJ, but might cooperate on individual issues

Mainichi Daily News, 7/24 (7/24/10, Mainichi Daily News, “Your Pary, New Komeito now hold decisive vote in upper chamber”, http://mdn.mainichi.jp/mdnnews/news/20100712p2a00m0na030000c.html, JPW)
New Komeito, which suffered a third consecutive setback following two earlier Diet elections -- the previous upper house race in 2007 and last year's lower chamber election -- are unlikely to join up with the DPJ any time soon. "We've held up the red card against the administration, so we have no intention of forming an alliance or a coalition with the DPJ," New Komeito leader Natsuo Yamaguchi told journalists. Nevertheless, there are some legislators within the party who hope to join hands with the DPJ because the party's social security, diplomatic and defense policies are similar to those of the DPJ. As if to reflect their hope, New Komeito Secretary-General Yoshihisa Inoue told an NHK TV program that the party "will take action while keeping close attention to public opinion." For the time being, however, New Komeito will have no choice but to consider whether to cooperate with the DPJ over each individual policy issue, as it has repeatedly denied that it will form a coalition with the DPJ and cooperated closely with the LDP in the campaign for the latest election. 

New Komeito won’t join a coalition now, but cooperation on a policy-by-policy basis will pass anything

Yomiuri Shimbun, 7/14 (Yomiuri Shimbun, 7/14/10, “High barriers to creating new coalition”, http://www.yomiuri.co.jp/dy/national/20100714TDY03T04.htm
The second scenario involves New Komeito, which holds 19 seats in the upper chamber, including 10 that were not up for grabs in Sunday's election. To ensure a stable government, one DPJ lawmaker considers Komeito to be the best choice as an additional coalition partner, in view of its many years of experience in coalition governments led by the Liberal Democratic Party. "[Komeito's participation] would let us quickly establish the most stable coalition government," the lawmaker said. However, Komeito leader Natsuo Yamaguchi has not toned down his criticism of the DPJ. At a press conference Monday, he again denied the possibility of taking part in a DPJ-led coalition, saying, "We handed the DPJ-led administration a red card. I have no intention whatsoever of forming a tie-up or coalition with the DPJ." Members of Soka Gakkai--a lay Buddhist organization that is Komeito's main supporter--reportedly have a deep-rooted distrust of the DPJ over the political funding scandals involving former Prime Minister Yukio Hatoyama and former DPJ Secretary General Ichiro Ozawa. They also object to Kan's reference to the advisability of raising the consumption tax rate. In campaigning for the upper house election, Komeito maintained its cooperation with the LDP. "We're not in a situation that would allow us to ally with the DPJ immediately, so it's impossible to make a policy shift right away," a Komeito lawmaker said. 
***Ozawa***1NC Ozawa Good

1. Ozawa planning to challenge Kan in the September DPJ elections – Hosono statement proves

WSJ (blog) 7/21 (Tomomichi Amano, 7/21/10, " DPJ's Next Challenge: Who Will Lead? ", http://blogs.wsj.com/japanrealtime/2010/07/21/dpjs-next-challenge-who-will-lead/)
Japan has had 14 prime ministers in the past twenty years – and uncomfortably enough for incumbent Naoto Kan, it could have yet another one in September. Goshi Hosono, deputy secretary general of the Democratic Party of Japan, left some room for speculation at a news conference Wednesday on what could happen at the ruling party’s internal election to choose its new leader in September. Here is why we should listen to Mr. Hosono carefully. The 38-year-old lawmaker is a rising star within the ruling party, known for his expertise in economic policy issues. But more importantly, he is known as a close associate of Ichiro Ozawa, the powerful politician who presided over the DPJ’s personnel matters until he was forced to step down as party secretary general in June. In order to stay party president, and thereby prime minister, Naoto Kan must win approval of party members in the September election. And there is speculation in the media that Mr. Ozawa and his followers may choose their own candidate to run against Mr. Kan. Asked about pressure from within the party to make Mr. Kan step down, Mr. Hosono said he believes that DPJ members want to avoid what happened during previous governments, when the head of the state changed frequently. “There was a common understanding within the DPJ that we don’t want to do the same thing,” he said. However, Mr. Hosono suggested a change in party leadership is possible in September. “A suitable leader emerging (as the result of the election) is not a bad thing,” he said. “It will be preferable for the DPJ if discussion is actively conducted (ahead of the elections).” For the time being, though, Mr. Hosono assures Mr. Kan’s job is secure, saying that there should be no political void during the months of July and August. These months are important for drafting the following year’s budget, he said Wednesday. Asked about Mr. Ozawa, Mr. Hosono commented: “Mr. Ozawa has played a very important role in politics, and personally, I have learned many things from him. I believe there is no change in the fact that he is a large presence (within the party).” 
2. The Okinawa air base issue is contentious – solving it overcomes a crucial test for Kan

CNA 10 (“Japan PM faces first big test” 4 July 2010 Channel News Asia http://www.channelnewsasia.com/stories/afp_asiapacific/view/1067491/1/.html) AK
A majority would see both houses controlled by a single party for the first time in two decades and analysts say this is crucial in fostering stability as Japan looks to turn around an economic "lost decade".  "Japan has utterly lacked political leadership," said Naoto Nonaka, professor of Japanese politics at Gakushuin University in Tokyo. "Japanese industries are still competitive and what they need is political initiative" to guide the stagnant economy onto a fresh growth path, Nonaka said. "Japan is facing a crucial test." Hatoyama resigned because he had mishandled a dispute over the relocation of the US Marine Corps Air Station Futenma, triggering local protests, losing Socialist coalition partners and souring ties with  Washington.  "Although prime ministers have changed, nothing has been resolved yet (on Okinawa)," said Koji Nakakita, professor of politics at Tokyo's Rikkyo University.  "The Okinawa issue remains a grave task."
1NC Ozawa Good
3. Kan must prove he can control the Diet or Ozawa will be elected

Daily Yomiuri 7/18 (7/18/10, " Kan faces rough road to reelection as DPJ head ", http://www.yomiuri.co.jp/dy/national/20100719TDY03T03.htm)
With the Democratic Party of Japan preparing to hold its presidential election in September, Prime Minister and current DPJ leader Naoto Kan is facing a tough battle for reelection as some party members are trying to pin the blame on him for the party's stunning losses in last week's House of Councillors election. "DPJ members are watching to see if you can deal with the problem of the divided Diet," a Cabinet minister close to Kan told the prime minister. In a divided Diet, the ruling camp controls the House of Representatives while the opposition dominates the House of Councillors. "If they think [former Secretary General Ichiro] Ozawa has more direct access to opposition parties, you'll lose the presidential election," the minister told Kan. Kan listened to the Cabinet minister's advice without saying anything, the Cabinet minister said. Whether Kan can get around the divided Diet by cooperating with the opposition camp will be key to the outcome of the party presidential election. The Cabinet minister said what he did because Kan's supporters are very conscious of Ozawa's presence as a counterforce in the election. Ozawa has strong connections with the Liberal Democratic Party, which he once belonged to, as well as with New Komeito. Kan has not announced if he will run in the presidential election, but since he has continued as prime minister despite the party's losses in the upper house election, no one doubts he wants to be reelected. One DPJ member who belongs to the group that supports the prime minister envisioned how the party could make a fresh start. "After Kan is reelected [as DPJ president], we'll reshuffle the Cabinet and choose party executives, and decide on a replacement for Justice Minister Keiko Chiba, who lost her seat in the upper house election," he said. The focus now is on what moves the group led by Ozawa will make regarding the presidential election. About 150 members, or 40 percent of the DPJ, are believed to belong to the Ozawa group. Many DPJ members close to Ozawa have shown an inclination to field a rival candidate to Kan. "We can't accept that the prime minister hasn't taken responsibility even though the DPJ was soundly defeated in the election," an aide to Ozawa said. Quite a few DPJ members support Ozawa as a rival candidate, including Kenko Matsuki, deputy chairman in chief of the DPJ Diet Affairs Committee, who said, "I want Ozawa to run." 
4. Ozawa improves relations with China – this evidence is comparative

Japan Times 7/11 (7/11/10, " China is pleased with Kan but keeps tabs on Ozawa ", http://search.japantimes.co.jp/cgi-bin/eo20100712a1.html)
In the same issue, Global magazine carried a feature article saying that Ichiro Ozawa, who stepped down as the all-powerful DPJ secretary general when Hatoyama resigned, still exerts strong influence within the party and, depending on the outcome of Sunday's Upper House election, could become a stumbling block to Kan's bid to remain in power. Ozawa received a big welcome from the highest Chinese leadership when he visited Beijing as head of a large mission last fall. Even after he was forced to step down, China appears to think highly of him. This is reminiscent of how China continued to show deep respect for former Prime Minister Kakuei Tanaka, who restored diplomatic ties between Tokyo and Beijing in 1972, even after Tanaka was arrested and indicted for involvement in the Lockheed payoff scandal. In the view of Chinese leaders, only Ozawa has the power to build a strategic relationship between Japan and China, just as nobody else could have done what Tanaka did nearly four decades ago in overcoming opposition from anti-Beijing forces within his own party. Chinese officials responsible for drawing up policies toward Japan saw a shadow of Ozawa in former Prime Minister Hatoyama's call for a "more equitable relationship" with the United States and the establishment of an East Asia Economic Community. One leading Chinese official has confided that if Japan became less dependent on the U.S., it would promote better ties with China and contribute to peace and stability in the region. That being the case, the Chinese leadership is not happy with the rise to power of new DPJ Secretary General Yukio Edano and other people who have distanced themselves from Ozawa. One Chinese expert on Japan was quoted as saying: "Prime Minister Kan has only limited leadership. Besides, we hear he is not much interested in strategic matters. Nevertheless, since we welcome his basic posture of promoting friendly relations with China, what we have to do is to work closely with him on individual issues." China is paying keen attention to how Kan and his new DPJ leadership fare in the Upper House election, as its outcome could open the way for a comeback by Ozawa 
1NC Ozawa Good

5. Japan-China Relations solve US-China war
Shirk 7
Susan L., professor in the Graduate School of International Relations and Pacific Studies at the University of California, San Diego, and research director of the University of California's system-wide Institute on Global Conflict and Cooperation, China: fragile superpower p. 4 google books

Taiwan is the most likely flashpoint for a military clash between China and the United States but it is not the only one. Relations between China and America’s close ally, Japan, have grown dangerously acrimonious over the past several years. Chinese People’s Liberation Navy vessels have begun patrolling in waters in the East China Sea near Diayu Islands,  which are claimed by both China and Japan. A maritime incident could spin out of control if Chinese and Japanese politicians feel pushed hostile public opinion. China’s neighbor and former ally, North Korea, has tested long-range missiles and nuclear weapons. So far negotiations have failed to solve the problem, and international economic sanctions are squeezing the regime. If North Korea collapses violently and sends thousands of troops into the country to restore order over the objections of South Korea and the United States. In a situation like one of these, China’s leaders may be able to manage the domestic pressures that could drive them into an eyeball-to-eyeball confrontation with the United States.
UQ – Ozawa Up
Ozawa gaining influence for the party election

Mainichi Daily News 7/22 (7/22/10, " Ozawa rebuilding support base in DPJ ahead of September leadership election ", http://mdn.mainichi.jp/mdnnews/news/20100722p2a00m0na009000c.html)
In the wake of his party's losses in the July 11 House of Councillors poll, former Democratic Party of Japan (DPJ) Secretary-General Ichiro Ozawa is working hard to regain lost ground ahead of the party leadership election slated for September. Ozawa, who had not appeared in public since July 8 -- during the final phase of the election campaign -- has also resumed criticism of Prime Minister Naoto Kan for his consumption tax hike plan, saying, "Taxes cannot be raised without improving the economy." On July 21, Ozawa met with a number of DPJ candidates who lost their upper house election races, including Daijiro Harada, who ran in the Yamaguchi constituency, Maki Mihashi (Hyogo), Mitsue Kawakami (Kyoto), Koichi Honda (Kumamoto) and Kotaro Tamura (proportional representation bloc) -- all of whom had stood for election on the DPJ heavyweight's initiative. "The DPJ was predestined to lose seats. That's the outcome of misreading the data," Ozawa said in criticism of the party leadership, according to one of the unsuccessful candidates who met Ozawa. While Ozawa usually holds meetings at his personal office outside the Diet, he used the Diet members' building on July 21 in an apparent bid to garner more attention. During his meeting with Honda, former Deputy Chief Cabinet Secretary Yorihisa Matsuno -- who belongs to a group close to former Prime Minister Yukio Hatoyama -- was also present, implying that Ozawa has begun contacting members of other factions ahead of the DPJ's September leadership election.

Ozawa planning to challenge Kan – Hosono statement proves

WSJ (blog) 7/21 (Tomomichi Amano, 7/21/10, " DPJ's Next Challenge: Who Will Lead? ", http://blogs.wsj.com/japanrealtime/2010/07/21/dpjs-next-challenge-who-will-lead/)
Japan has had 14 prime ministers in the past twenty years – and uncomfortably enough for incumbent Naoto Kan, it could have yet another one in September. Goshi Hosono, deputy secretary general of the Democratic Party of Japan, left some room for speculation at a news conference Wednesday on what could happen at the ruling party’s internal election to choose its new leader in September. Here is why we should listen to Mr. Hosono carefully. The 38-year-old lawmaker is a rising star within the ruling party, known for his expertise in economic policy issues. But more importantly, he is known as a close associate of Ichiro Ozawa, the powerful politician who presided over the DPJ’s personnel matters until he was forced to step down as party secretary general in June. In order to stay party president, and thereby prime minister, Naoto Kan must win approval of party members in the September election. And there is speculation in the media that Mr. Ozawa and his followers may choose their own candidate to run against Mr. Kan. Asked about pressure from within the party to make Mr. Kan step down, Mr. Hosono said he believes that DPJ members want to avoid what happened during previous governments, when the head of the state changed frequently. “There was a common understanding within the DPJ that we don’t want to do the same thing,” he said. However, Mr. Hosono suggested a change in party leadership is possible in September. “A suitable leader emerging (as the result of the election) is not a bad thing,” he said. “It will be preferable for the DPJ if discussion is actively conducted (ahead of the elections).” For the time being, though, Mr. Hosono assures Mr. Kan’s job is secure, saying that there should be no political void during the months of July and August. These months are important for drafting the following year’s budget, he said Wednesday. Asked about Mr. Ozawa, Mr. Hosono commented: “Mr. Ozawa has played a very important role in politics, and personally, I have learned many things from him. I believe there is no change in the fact that he is a large presence (within the party).” 
AT: Funding Scandal
Ozawa won’t be hurt by the funding scandal – he isn’t guaranteed indictment

Mainichi Daily News 7/16 (7/16/10, " Ozawa camp relieved DPJ bigwig not recommended for indictment over funding scandal ", http://mdn.mainichi.jp/mdnnews/news/20100716p2a00m0na040000c.html)
Former Democratic Party of Japan (DPJ) Secretary-General Ichiro Ozawa and his allies are apparently relieved that Ozawa has been spared mandatory indictment over a political fund scandal involving his fund-management organization, Rikuzan-kai. The Tokyo No. 1 Committee for the Inquest of Prosecution concluded on July 8 that it was "unjust" for prosecutors not to indict Ozawa over Rikuzan-kai's alleged falsification of a 2007 political fund report, but the decision exempted Ozawa from mandatory indictment that would have come if the committee had decided he "merits indictment." "I believe former Secretary-General Ozawa has steadily cleared this one issue," Yoshimitsu Takashima, secretary-general of the DPJ caucus of the House of Councillors, who is close to Ozawa, told reporters at the Diet. A House of Representatives member belonging to the Ozawa group also hailed the committee's decision, saying, "The wind is blowing Ozawa's way." However, since the Tokyo No. 5 Committee for the Inquest of Prosecution had concluded in April that Ozawa merits indictment over the case, many in the government and the DPJ are waiting to see how Ozawa's fate will turn out when a final decision is made in the autumn. 
UQ – Ozawa Weak
Ozawa weak – indicted in funding scandals

Japan Times 7/15 (Jun Hongo, 7/15/10, " Panel votes to reopen Ozawa case ", http://search.japantimes.co.jp/cgi-bin/nn20100716a1.html)
Former Democratic Party of Japan Secretary General Ichiro Ozawa should be indicted over his alleged involvement in falsifying a 2007 report compiled by his political fund management body, an independent judicial panel concluded Thursday in yet another blow to the ruling DPJ. The decision by the No. 1 Committee for the Inquest of Prosecution said the prosecutors' decision in February not to indict Ozawa was "unjust." Technically, however, the wording leaves open the possibility the 2007 case will be closed if the prosecutors decide once again not to indict Ozawa. However, if he is charged, he will face trial. Three Ozawa aides were earier charged with alleged misreporting of political funds, including in connection with money from at least one general contractor. Ozawa, who stepped down from his position last month over political funds scandals, is also entangled in a case involving falsified fund reports in 2004 and 2005. A special task force for the Tokyo District Public Prosecutor's Office will reinvestigate the 2007 case following Thursday's decision. "I am aware of the decision but will not comment on each specific case," Chief Cabinet Secretary Yoshito Sengoku told reporters. "I am certain the prosecutors will handle the matter appropriately. I will not comment on the impact that it may have on the government." Ozawa, 68, has laid low following his exit from the DPJ's No. 2 post. But the DPJ's Sunday defeat in the Upper House election had pundits predicting the kingpin would gain more power within the party. Thursday's development is likely to touch off maneuvering ahead of the DPJ presidential election in September. The panel alleged that Ozawa had a hand in concealing the shady transfer of ¥400 million that is believed to have been used in a Tokyo land purchase. In February, prosecutors decided not to charge him, citing a lack of evidence that Ozawa was actively involved in cooking the books, but the panel called that conclusion "unjust." "The suspect was questioned only three times during the investigation" and should face further questioning, the panel, formed by 11 citizens selected by lottery, said in a statement. The decision was supported by a majority of its members. The group also found "credible" testimony, including by Mie Prefecture-based Mizutani Construction Co., that Ozawa took part in falsifying reports. The panel cited the acknowledgment of Ozawa aides that they showed the funding reports to the secretary general before filing them, and called on prosecutors to further examine the case. In April, a different judicial panel — the No. 5 Committee for the Inquest of Prosecution — looking into his 2004 and 2005 reports, found that the DPJ don "merits indictment" for his alleged false reporting of political donations. That decision was reached unanimously by the 11-member panel. The following month, prosecutors for the second time decided not to indict over the 2004 and 2005 case — a decision they will likely reach again in the latest case. 
UQ and IL – Ozawa Challenge
Kan’s re-election is threatened by recent loss of DPJ seats – Ozawa will challenge – strong Kan key to prevent loss

Daily Yomiuri, 7/17- (7/17/10, “Kan faces rough road to reelection as DPJ head,” http://www.yomiuri.co.jp/dy/national/20100719TDY03T03.htm)
With the Democratic Party of Japan preparing to hold its presidential election in September, Prime Minister and current DPJ leader Naoto Kan is facing a tough battle for reelection as some party members are trying to pin the blame on him for the party's stunning losses in last week's House of Councillors election. "DPJ members are watching to see if you can deal with the problem of the divided Diet," a Cabinet minister close to Kan told the prime minister. In a divided Diet, the ruling camp controls the House of Representatives while the opposition dominates the House of Councillors. "If they think [former Secretary General Ichiro] Ozawa has more direct access to opposition parties, you'll lose the presidential election," the minister told Kan. Kan listened to the Cabinet minister's advice without saying anything, the Cabinet minister said. Whether Kan can get around the divided Diet by cooperating with the opposition camp will be key to the outcome of the party presidential election. The Cabinet minister said what he did because Kan's supporters are very conscious of Ozawa's presence as a counterforce in the election. Ozawa has strong connections with the Liberal Democratic Party, which he once belonged to, as well as with New Komeito. Kan has not announced if he will run in the presidential election, but since he has continued as prime minister despite the party's losses in the upper house election, no one doubts he wants to be reelected. One DPJ member who belongs to the group that supports the prime minister envisioned how the party could make a fresh start. "After Kan is reelected [as DPJ president], we'll reshuffle the Cabinet and choose party executives, and decide on a replacement for Justice Minister Keiko Chiba, who lost her seat in the upper house election," he said. The focus now is on what moves the group led by Ozawa will make regarding the presidential election. About 150 members, or 40 percent of the DPJ, are believed to belong to the Ozawa group. Many DPJ members close to Ozawa have shown an inclination to field a rival candidate to Kan. "We can't accept that the prime minister hasn't taken responsibility even though the DPJ was soundly defeated in the election," an aide to Ozawa said. Quite a few DPJ members support Ozawa as a rival candidate, including Kenko Matsuki, deputy chairman in chief of the DPJ Diet Affairs Committee, who said, "I want Ozawa to run." There is no specific No. 2 man in the group after Ozawa. When the DPJ presidential election was held in June, there was confusion over choosing a rival to Kan, the ultimate winner. For the Ozawa group, fielding Ozawa is natural as there is a high probability he would win the election. However, Ozawa has problems that may end his political career. The Tokyo No. 5 Committee for the Inquest of Prosecution concluded in April that Ozawa should be indicted for alleged violations of the Political Control Funds Law over shady bookkeeping practices at Rikuzan-kai, his political fund management organization. The committee is scheduled to make a second decision on the issue. The decision is likely to come after the presidential election, but if the committee decides for a second time that Ozawa merits indictment, it will certainly provoke public criticism. Therefore, Ozawa will have to make a tough choice about whether to run in the election. The two camps have already begun making preliminary moves for the election. A party group led by Land, Infrastructure, Transport and Tourism Minister Seiji Maehara, comprising about 60 DPJ members, supports Kan. About a dozen of the group's members met in Tokyo on Wednesday, and one suggested group member and DPJ Secretary General Yukio Edano speak with groups DPJ members who had been elected the same number of times, sources said. Edano said it was a good idea. Edano--who is close to the prime minister--appears to believe that if he has a good relationship with each DPJ member, Kan's group can increase the number of supporters within the party. Meanwhile, several middle-ranking DPJ members in Ozawa's group also gathered at a restaurant in Tokyo on Wednesday night and confirmed that they would proceed with preparations for the presidential election. In reality, however, it is not easy for the leader of a party that has suffered a loss in a national election to maintain his or her post. When an upper house election was held under the administration of former Prime Minister Tomiichi Murayama in July 1995, the LDP's coalition with the Social Democratic Party and New Party Sakigake (Pioneers) allowed opposition party Shinshinto (New Frontier Party) to make impressive gains. Nevertheless, then LDP President Yohei Kono expressed his intention to run for the LDP presidential election to be held in September. However, Kono failed to dispel criticism within the LDP, and was forced to abandon his plans. Former Prime Minister Shinzo Abe also said he would remain in his post after the LDP lost in the upper house election in July 2007. He reshuffled the Cabinet and took other steps to rejuvenate his administration, but was not able to withstand criticism inside the party. Abe eventually resigned as prime minister in September, partly because of health problems. "[Kan] expressed his intention to stay in his post, disregarding the will of the people demonstrated in the upper house election," said Kenji Eda, secretary general of Your Party. "History tells us how governments that ignore public opinion end up." A source close to the prime minister said, "One option is to ask for Ozawa's cooperation and avoid the presidential election." But it is likely to be difficult for Kan to cooperate with Ozawa as Ozawa's group is more inclined for a fight. 
Strong Kan KT Stop Ozawa
Kan must prove he can control the Diet or Ozawa will be elected

Daily Yomiuri 7/18 (7/18/10, " Kan faces rough road to reelection as DPJ head ", http://www.yomiuri.co.jp/dy/national/20100719TDY03T03.htm)
With the Democratic Party of Japan preparing to hold its presidential election in September, Prime Minister and current DPJ leader Naoto Kan is facing a tough battle for reelection as some party members are trying to pin the blame on him for the party's stunning losses in last week's House of Councillors election. "DPJ members are watching to see if you can deal with the problem of the divided Diet," a Cabinet minister close to Kan told the prime minister. In a divided Diet, the ruling camp controls the House of Representatives while the opposition dominates the House of Councillors. "If they think [former Secretary General Ichiro] Ozawa has more direct access to opposition parties, you'll lose the presidential election," the minister told Kan. Kan listened to the Cabinet minister's advice without saying anything, the Cabinet minister said. Whether Kan can get around the divided Diet by cooperating with the opposition camp will be key to the outcome of the party presidential election. The Cabinet minister said what he did because Kan's supporters are very conscious of Ozawa's presence as a counterforce in the election. Ozawa has strong connections with the Liberal Democratic Party, which he once belonged to, as well as with New Komeito. Kan has not announced if he will run in the presidential election, but since he has continued as prime minister despite the party's losses in the upper house election, no one doubts he wants to be reelected. One DPJ member who belongs to the group that supports the prime minister envisioned how the party could make a fresh start. "After Kan is reelected [as DPJ president], we'll reshuffle the Cabinet and choose party executives, and decide on a replacement for Justice Minister Keiko Chiba, who lost her seat in the upper house election," he said. The focus now is on what moves the group led by Ozawa will make regarding the presidential election. About 150 members, or 40 percent of the DPJ, are believed to belong to the Ozawa group. Many DPJ members close to Ozawa have shown an inclination to field a rival candidate to Kan. "We can't accept that the prime minister hasn't taken responsibility even though the DPJ was soundly defeated in the election," an aide to Ozawa said. Quite a few DPJ members support Ozawa as a rival candidate, including Kenko Matsuki, deputy chairman in chief of the DPJ Diet Affairs Committee, who said, "I want Ozawa to run." 
Kan-Ozawa Alliance Good – Gridlock 
Kan needs to placate Ozawa to pass anything – he’s key to negotiating

News International 7/14 (7/14/10, " Japan's DPJ may need Ozawa ", http://www.thenews.com.pk/daily_detail.asp?id=250855)
Japan’s wounded Democratic Party, having sidelined powerbroker Ichiro Ozawa to placate voters, may find it needs the wily veteran’s talents as it seeks new allies to break political deadlock after a thrashing at the polls. But whether Ozawa, who many expect to engineer a challenge to Prime Minister Naoto Kan, will play along is in doubt. And if he does, voters might again be turned off and the party forced to shift policy gears away from Kan’s proposal to rein in Japan’s giant public debt with a possible sales tax rise. The Democratic Party of Japan (DPJ) and a small coalition ally lost their upper house majority in a weekend election, jeopardising policies to curb a debt nearly twice the size of the $5 trillion economy and engineer growth in a fast-ageing society. Although the Democrats still control the more powerful lower house, they need help from other parties to push bills through the upper chamber — but for now, potential partners are cool. Two smaller opposition parties, the pro-market reformist Your Party and the Buddhist-backed New Komeito, have rejected the possibility of a tie-up. And the long-dominant Liberal Democratic Party has ruled out a “grand coalition” with the DPJ. That means Ozawa’s skills at political manoeuvring, honed during decades in and out of power, will be at a premium. Kan — whose support rate has kept falling since the election — told reporters on Tuesday he wanted to meet Ozawa, but there was no word the next day on whether the chat would take place. “What Ozawa has and Kan and (DPJ Secretary-general Yukio)Edano don’t have is the ability to do politicking and steal people from other parties,” said Sophia University professor Koichi Nakano. “Kan should find a way to placate Ozawa.” 
Ozawa Bad – DPJ Support
Ozawa rise bad – crushes DPJ support and credibility

AFP 7/13 (Kyoko Hasegawa, 7/13/10, " Japan PM pledges 'fresh start' after poll defeat ", http://www.google.com/hostednews/afp/article/ALeqM5j6JnsuFfNFoCo2I4AKhlNJYSLhPw)
But he added: "I doubt that Mr Ozawa can do anything at the moment. If he forces Mr Kan out of the premier's post, Mr Ozawa will be the Japanese people's public enemy number one." Defence Minister Toshimi Kitazawa suggested the party must change its top officials to take responsibility for the poll defeat, telling reporters: "It is necessary for the party to somehow draw a line." But he defended the prime minister, saying with a nod to Japan's rotating door leadership of recent years: "It would be troublesome if the prime minister were changed once every season." 

Kan Re-election KT Stability
If Kan isn’t re-elected- political and economic instability will ensue

Reuters 7/12 (Masayuki Kitano, 7/12/10, " S&P says political hurdles to Japan fiscal reform ", http://www.reuters.com/article/idUSTOE66B06620100712)
Standard & Poor's may lower Japan's sovereign ratings if the government's fiscal position erodes further or there is a lack of concrete measures aimed at fiscal consolidation, the ratings agency said on Monday. S&P said in a statement that stabilising the political environment is a key challenge for Japan to implement meaningful and sustainable fiscal consolidation following Japan's upper house election on Sunday. Japanese government bonds and the yen took S&P's statement in their stride. Lead September 10-year JGB futures stood at 141.50 in evening session trade 1JGBv1, after finishing the day's session 0.24 point higher at 141.45 2JGBv1. The yen was hovering near 89 yen to the dollar JPY= and last stood at 88.85 yen, down 0.2 percent from late U.S. trading on Friday. Japan's ruling coalition, led by Prime Minister Naoto Kan's Democratic Party of Japan (DPJ), lost its upper house majority in Sunday's election, putting Kan's policies to deal with the country's massive debt at risk. [ID:nTOE66A02V] "As a result, a hung parliament is the most likely outcome, as leaders of opposition parties are rejecting the possibility of joining the coalition. A hung parliament would make it very difficult for the government to push through major policies," S&P said. "As such, structural reforms, including those of the public sector and public pension system, and increases in the consumption tax rate will be difficult to implement in the new political landscape, and thus, potentially act as a negative factor on the sovereign ratings," it added. S&P said the DPJ's party leadership election scheduled to be held in September 2010, could also affect government policy. "Although Prime Minister Naoto Kan expressed his determination not to resign after the election, he may be pressured to change the current leadership to take responsibility for the election outcome, and this could destabilize the leadership of the DPJ as well as the government," it said. S&P, which threatened in January to cut Japan's credit rating unless it produced a credible plan to rein in its soaring debt and lift growth in an economy plagued by persistent deflation, said it would consider revising the outlook for Japan's ratings to stable if the government consolidates its political foundations and takes concrete measures for fiscal consolidation 
Ozawa = No Consumption Tax
Ozawa stops the consumption tax
WSJ (blog) 7/2 (Yuka Hayashi, 7/2/10, " He's Baaaack: Ozawa as Kan Critic ", http://blogs.wsj.com/japanrealtime/2010/07/02/hes-baaaack-ozawa-as-kan-critic/)
Blasting the centerpiece of Mr. Kan’s campaign platform — a proposal to double the consumption tax from the current 5% — Mr. Ozawa said such an action would turn the DPJ a liar as the party only last year promised to keep the tax rate steady for at least four years. He also disparaged the party leadership for backtracking on other promises such as an increase in child allowance and the elimination of highway tolls. “We must be making our utmost effort to keep our promises to the voters,” Mr. Ozawa said Thursday. As he spoke to voters in various rural communities this week, he sometimes stood on a plastic beer case — a touch meant to enhance his image as a populist. 
Ozawa Good – Japan-China Relations
Ozawa good – improves relations with China – this evidence is comparative

Japan Times 7/11 (7/11/10, " China is pleased with Kan but keeps tabs on Ozawa ", http://search.japantimes.co.jp/cgi-bin/eo20100712a1.html)
In the same issue, Global magazine carried a feature article saying that Ichiro Ozawa, who stepped down as the all-powerful DPJ secretary general when Hatoyama resigned, still exerts strong influence within the party and, depending on the outcome of Sunday's Upper House election, could become a stumbling block to Kan's bid to remain in power. Ozawa received a big welcome from the highest Chinese leadership when he visited Beijing as head of a large mission last fall. Even after he was forced to step down, China appears to think highly of him. This is reminiscent of how China continued to show deep respect for former Prime Minister Kakuei Tanaka, who restored diplomatic ties between Tokyo and Beijing in 1972, even after Tanaka was arrested and indicted for involvement in the Lockheed payoff scandal. In the view of Chinese leaders, only Ozawa has the power to build a strategic relationship between Japan and China, just as nobody else could have done what Tanaka did nearly four decades ago in overcoming opposition from anti-Beijing forces within his own party. Chinese officials responsible for drawing up policies toward Japan saw a shadow of Ozawa in former Prime Minister Hatoyama's call for a "more equitable relationship" with the United States and the establishment of an East Asia Economic Community. One leading Chinese official has confided that if Japan became less dependent on the U.S., it would promote better ties with China and contribute to peace and stability in the region. That being the case, the Chinese leadership is not happy with the rise to power of new DPJ Secretary General Yukio Edano and other people who have distanced themselves from Ozawa. One Chinese expert on Japan was quoted as saying: "Prime Minister Kan has only limited leadership. Besides, we hear he is not much interested in strategic matters. Nevertheless, since we welcome his basic posture of promoting friendly relations with China, what we have to do is to work closely with him on individual issues." China is paying keen attention to how Kan and his new DPJ leadership fare in the Upper House election, as its outcome could open the way for a comeback by Ozawa 
Sino-Japan Relations Impact

Sino-Japan relations solve multiple scenarios for war and remilitarization

Calder 6

Kent E., Ph.D. Harvard University (1979); M.A. in Government at Harvard University (1972); B.A. degree (Honors) in Political Science, University of Utah (1970), Director, Edwin O. Reischauer Center for East Asian Studies Director, Japan Studies at SAIS “China and Japan’s Simmering Rivalry” Foreign Affairs March-April 2006, lexisnexis
Some liken current Sino-Japanese relations to the Anglo-German rivalry prior to World War I. As with the United Kingdom and Germany a century ago, the contest for regional leadership between China and Japan today is creating new security dilemmas, prompting concerns over Chinese ambitions in Japan and fears of renewed Japanese militarism in China. Both states are adopting confrontational stances, partly because of rising popular involvement in politics and resurgent nationalism exacerbated by revived memories of World War II; mutually beneficial economic dealings alone are not effectively soothing these tensions. Fluid perceptions of power and fear, Thucydides observed, are the classic causes of war. And they are increasingly present in Northeast Asia today. PAIR OF RIVALS Many contentious issues confront China and Japan. Among the most pressing is their thirst for energy. Japan depends on imports for 99 percent of its oil and natural gas; coastal China is similarly bereft of resources. Thus, the offshore oil and gas fields under the East China Sea are attractive "domestic" sources of energy for both Beijing and Tokyo -- and both have laid claim to them. China argues that the entire East China Sea continental shelf, extending eastward nearly all the way to Okinawa, is a "natural prolongation" of the Chinese mainland. Japan has declared its boundary to be a median line between its undisputed territory and China -- a line that runs roughly 100 miles west of the Okinawa Trough, which lies undersea just west of Okinawa and is where the richest petroleum deposits in the area are believed to be concentrated. The conflict began escalating in May 2004 when China started serious exploratory operations in the Chunxiao gas fields, only four kilometers from the median line. Actions by both parties have since raised tensions. In November 2004, a Chinese nuclear-powered attack submarine intruded into Japanese waters near Okinawa for more than two hours, ostensibly by accident. Since the spring of 2005, the number of flights into disputed airspace by Chinese military surveillance aircraft has risen to record levels. In May 2005, Japan's Ministry of Economy, Trade, and Industry (METI) authorized Japanese companies to explore contested areas for natural gas. On the eve of the Japanese elections in September 2005, Chinese warships patrolled near the now-active Chunxiao fields. In response, both Japan's ruling coalition, led by the Liberal Democratic Party (LDP), and the opposition Democratic Party of Japan (DPJ) have prepared bills proposing to protect the operations of Japanese drillers and fishermen in disputed waters -- by force, if necessary. The Korean Peninsula and the Taiwan Strait also present challenges for the Sino-Japanese relationship and for regional stability. Since the Pyongyang summit in June 2000, trade between South Korea and North Korea has grown by 150 percent, cross-border tourism has boomed, railway lines across the demilitarized zone have been reconnected, and a special economic zone in the peninsula's ancient capital of Kaesong, now in North Korea, has begun to flourish with South Korea's backing. As the likelihood of inter-Korean conflict declines, the long-term rivalry between China and Japan for influence on the peninsula may be rekindled -- a rivalry that helped spark the first Sino-Japanese War, of 1894-95. Unification or reconciliation could also deepen the sense Japan has that its position in Northeast Asia is under siege. Were the military forces of North Korea and South Korea to be combined, they would number close to ten times those in Japan's Self-Defense Forces (SDF). Like the Koreas, Taiwan and China have grown more intertwined economically. According to most estimates, investment across the Taiwan Strait now totals over $100 billion. More than 70 percent of Taiwan's foreign investment went to the mainland in 2004, 10 percent of Taiwan's labor force works in China, and four Taiwanese-owned firms are among the mainland's top ten exporters. (Taiwan now trades substantially more with China than it does with the United States.) There have also been signs of an emerging political detente between Beijing and Taiwan's opposition parties: Lien Chan, chair of the Kuomintang Party (KMT) that Chiang Kai-shek led to Taiwan at the end of 1949, went to the mainland in April 2005, where he visited his ancestors' graves and the former KMT capital of Nanjing and met with China's president, Hu Jintao. Meanwhile, both countries' military capabilities have increased. China has deployed dozens of submarines and frigates, 800 short-range missiles, over 1,200 fighter aircraft, and tens of thousands of troops along the Taiwan Strait. Taiwan has countered by deploying its own missiles and nearly 300 top-of-the-line fighter planes, mainly U.S.-built F-16s. Beijing's military buildup has implications for Tokyo: the missiles China has aimed at Taiwan could easily reach Japan's main islands as well as Okinawa, where 70 percent of U.S. defense facilities in Japan, including the indispensable Kadena Air Force Base, are located. Both U.S. and Japanese defense specialists thus view neutralizing this potential threat as a vital goal. The United States and Japan will conduct missile tests in Hawaii during the spring of 2006 to establish the efficacy of ballistic missile defenses. If a missile defense system were deployed, the U.S.-Japanese alliance's capabilities would be enhanced -- and Beijing would be alarmed by the weakening of its relative position. The issue is therefore emerging as yet another area of controversy in Sino-Japanese relations. As Sino-Japanese tensions increase, it is becoming more and more likely that Japan will revise its constitution in ways that will allow the SDF greater freedom of action, even as other nonmilitary reforms are achieved as well. (The constitution, written in 1947, limits the SDF to a narrowly defensive role.) Beyond the regional tensions themselves, important long-term structural changes in Japanese politics are at work: the combined socialist and communist representation in the Diet has fallen from 14 to 3 percent over the past decade, leaving the conservative LDP and its coalition partner with the two-thirds majority needed to begin amendment of the constitution and leaving the left with only 16 of 480 seats in the Diet's dominant lower house. The recent ascendancy of defense hawks in the DPJ has also amplified the left's collapse. The current LDP draft amendment, published in October 2005, would retain the historic Article 9, which states that "the Japanese people forever renounce war as a sovereign right of the nation." But the proposal would also clearly legitimate the SDF (an institution whose role has been constitutionally ambiguous); clarify Japan's prerogative to participate in collective self-defense, the linchpin of the security cooperation between Japan and the United States; and simplify procedures for amending the constitution in the future. This procedural change could further exacerbate Sino-Japanese tensions by increasing uncertainty regarding Japan's future rearmament. THE NIGHTMARE OF POLITICIZED HISTORY The prospect, however distant, of Japanese remilitarization has a disturbing historical resonance in the region. Although World War II is more than a half century in the past and Japanese expansionism in Asia dates back another half century still, this history continues to haunt relations between Japan and China. The War of Resistance Against Japan, as the Chinese call their version of World War II, lasted more than twice as long as Japan's conflict with the United States; it had already been raging for more than four years when Japan attacked Pearl Harbor. By the time the war ended, it had caused far more casualties and atrocities than had the bitter struggle between Japan and the United States. The debate over the war's legacy remains volatile, hindering efforts at cooperation. There have been occasional signs of progress: Japan's emperor, Akihito, whose father reigned during the conflict, visited Beijing in 1992, for example. Sadly, however, the situation has worsened lately, although generational change might have been expected to bring greater prospects for reconciliation. In China, the legitimacy of the Chinese Communist Party (CCP) is bound up with its perceived role as the stalwart defender of national interests during the war with Japan. The deference the party derives from that legacy grows ever more important to sustaining its rule as social inequities resulting from economic growth increase. Government policy, reflecting CCP concerns, promotes nationalist curricula in schools and intensive broadcasting of accounts of the war. The Internet has facilitated the expression of nationalist sentiments. In the spring of 2005, 44 million Chinese signed an electronic petition opposing Japan's quest for a permanent seat on the UN Security Council. Positive sentiments toward China among the Japanese have also declined dramatically. According to polls conducted by the secretariat of Japan's cabinet, in October 2005, only 32 percent of respondents felt warmly toward China, down from 38 percent in 2004 and 48 percent in October 2001 (just after Japanese Prime Minister Junichiro Koizumi's only visit to China so far while in office). During the 1980s, before the massacre in Tiananmen Square, similar polls reported that more than 75 percent of respondents had positive feelings about China. The dramatic hardening of sentiment toward China is clearly a reaction to anti-Japanese demonstrations in China, as well as to China's military actions, including the nuclear submarine intrusion into Japanese waters in November 2004. 

Ozawa Impact Trick
No impact turns – Failed Ozawa challenge splits the party

News International 7/14 (7/14/10, " Japan's DPJ may need Ozawa ", http://www.thenews.com.pk/daily_detail.asp?id=250855)
Analysts say Ozawa may well be plotting to back a rival candidate to Kan — Japan’s fifth leader in three years —ahead of a DPJ leadership election that must be held by September. But Ozawa’s own position is hardly unassailable. A panel of ordinary citizens is expected to rule soon whether he must face charges over a political funding scandal, while many of the candidates he personally backed in Sunday’s election lost. “Ozawa is not in a position to take front stage right away. He needs to be rehabilitated,” Nakano said. If Ozawa mounts a challenge to Kan and fails, the bickering could end up splitting the party, although he would find it hard to take enough lawmakers with him to deprive the Democrats of their lower house majority, analysts said. 
***Random*** Japan Econ Rising
Japan’s Economy rising in the squo

AFP 7/14 (Kimiko de Freytas-Tamura, 7/14/10, " Japan central bank raises growth forecast ", http://www.google.com/hostednews/afp/article/ALeqM5jUG8m51RZAc2StJVPYeGjn1W5Now)

Japan's central bank Thursday raised its growth forecast to 2.6 percent for this fiscal year as recovery in Asia's biggest economy inches ahead thanks to demand in emerging nations. "Japan's economy is staging a self-sustained recovery, induced by improvement in overseas economic conditions," the Bank of Japan governor Masaaki Shirakawa told reporters after a two-day board meeting. "Exports and production have been increasing mainly due to high growth in emerging economies and increased global demand for IT-related goods." The GDP upgrade compared with the 1.8 percent the bank predicted in April. Demand especially from China and Southeast Asia has helped Japanese exporters. Japan's sluggish growth sharply contrasts with that of China, which Thursday said its economy had expanded 10.3 percent in the second quarter 
Japan economy key to world economy

Japanese economic downturn will collapse US and world economy- Dwarfs Greece problems

BBC News 7/12 (Roland Buerk, 7/12/10, Poll blow raises Japanese economy fears, http://www.bbc.co.uk/news/10594674)

Debt crisis Opinion is divided about the threat posed by the country's debt. Many feel Mr Kan's warnings of an impending crisis may have gone too far because 95% of the government's bonds are held by Japanese savers and institutions. They are much less likely to cut and run than the foreign creditors to which many other countries owe money. But doom-mongers argue that as Japan's population continues to age the savings rate is likely to decline further, forcing Japan eventually to borrow more from abroad. The higher interest rates demanded could make servicing the debt unsustainable, tipping the country into the abyss. What is not in doubt is if the crunch comes it would dwarf the problems posed by Greece. Japan is the world's second biggest economy, and in a crisis could be expected to draw in its resources, massive corporate investment abroad and a huge stake in the debt of the US government.

Gotta have a “Kan do” attitude…
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