Impact of Japanese Leadership Change
Introduction
The Liberal Democratic Party (LDP) will hold an election
 for party president on April 24th.  As leader of the majority party, the party president is typically elected by the Diet to the position of Prime Minister
.

The vote is being taken against a backdrop of an upper house election to be held on July 20th in which it is likely that the ruling coalition will lose its majority. This adds an element of uncertainty to a vote that would otherwise take place largely along factional lines.

Impact on Energy Deregulation

· A major change in the direction of energy policy is unlikely

· Current momentum is for continued regulatory reform
· LDP is ‘status quo’ party - no single leader is powerful enough to radically change direction of energy deregulation

· LDP represents only one pillar of policy-making triangle (others are the bureaucracy and large industry)

· Differences in fiscal policy between the candidates will likely impact the market and therefore, indirectly, the pace of reform

Candidate Profiles
1. Ryutaro HASHIMOTO
· Likelihood of success: 50%

· Advocate of macro-economic reform and fiscal constraint
· But promised to continue public spending policies if elected
· Former Prime Minister and leader of the largest faction within the LDP
· Has front runner position as leader of the largest faction
· Unpopular within some elements of the party and the public
2. Junichiro KOIZUMI

· Likelihood of success: 30%

· Reformist candidate who may lack the consensus to undertake major reform

· Supported by Mori and YKK factions – both successors to the Nakasone faction (responsible for privatisation of NTT, Japan Rail and Japan Tobacco)  

· Has the overwhelming support of the electorate

· Election would assist LDP in the upper house elections
· LDP independents and opposition parties may support for PM if not elected party president

· Considered too independent by party heavyweights
3. Shizuka KAMEI
· Likelihood of success: 15%
· Supports continued public spending and lower taxes

· Election would have a negative impact on market sentiment
· Head of the third largest faction and policy chairman in the current Mori cabinet
· Secured Y Kamei’s appointment to Head of LDP Energy Policy Committee

· Supports Hiranuma  - the pro reform METI minister 

· Possibly running to maintain influence in the new cabinet

4. Taro ASO
· Likelihood of success: 5%

· Advocate of aggressive write off of bad loans and structural reforms
· Currently Minister for Economic and Fiscal Policy
· Member of smaller Kono faction
· Lacks the internal power base to implement major policy change

Major Factors in Vote

1. Factional Strength

Traditionally the most important factor in deciding result. Now, less of a guarantee of victory. Hashimoto heads faction with roughly one-third of LDP members and is therefore front-runner.
2. Support of the Electorate

The proximity of the upper house elections will assist Koizumi who has the support of the electorate. Local chapters have 141 votes of a total of 487. Local chapters are extremely worried about the coming upper house election due to the unpopularity of the current government, and may therefore shy away from voting for the unpopular Hashimoto.
3. Position of Opposition Parties

LDP non-factional members and the opposition parties have threatened to support Koizumi as Prime Minister notwithstanding the outcome of the election for party president. While possible, it would be unprecedented. Koizumi has recently resigned from the Mori faction to garner support from the LDP non-factional members. However, he is still receiving support from both the Mori and YKK factions
. 

� The presidential election gives one vote to each MP, and three votes (total 141) to each of the prefectural party chapters, for a total vote tally of 487.  If no candidate wins a majority in the first round of voting (highly likely in this vote), a run-off is held between the top two candidates.


� It is possible that if Koizumi loses the vote for party president the opposition parties will join forces to vote him into the position of Prime Minister. This is unprecedented and would result in a further period of political uncertainty.   


� YKK – Yamazaki, Kato and Koizumi. Yamazaki and Kato were the instigators of the failed attempt to oust Prime Minister Mori in September last year.
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