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Enron considers withdrawal from the Japanese market

The company tells the possibility of dismissal to the staff members 

of its Japanese units

 Enron Corp., a major energy company based in the United States, has begun examining the possibility of pullout from the Japanese market.  The company’s financial condition was deteriorated by its failed derivatives trading.  As a result, it decided to be taken over by its rival Dynegy Inc.  Dynegy has indicated its policy to focus on businesses in Europe and the Unite States.  The company has apparently judged that business on the Japanese market would be unprofitable, as demand is stagnating and there is little room for newcomers to provide services.

Sources close to Enron Japan Corp. (headquarters: Chiyoda, Tokyo), Enron’s Japanese unit, say that the U.S. company has told all staff members of Enron Japan and E Power (headquarters: Chiyoda, Tokyo), Enron’s power generating division in Japan, about “the possibility of dismissal.”  The company will also examine the option of selling the Japanese units to other companies.  However, sales negotiation is likely to face rough going.

Enron began operations in Japan in 1999, anticipating deregulation on the Japanese electricity market.  The company planned to build a 2 million-kw power plant by 2007 in Aomori Prefecture, and a 1.4 million-kw plant by 2006 in Yamaguchi Prefecture in a bid to retail electricity at a price lower than offered by incumbent utilities.  In spring this year, the company released a report that pointed out barriers to newcomers’ entry into the Japanese electricity market.  Enron had urged adamantly breaking up incumbent electric power companies and expanding the scope of liberalization on the retail power market.

However, the company found out that the profitability of the above projects was not as high as expected because it would need new investments to lay cables to transmit electricity to customers.  In addition, deregulation did not make progress in Japan’s electricity industry as much as Enron had anticipated, and demand for electricity stagnated due to recession.

Dynegy, which has decided to acquire Enron, announced, “a new company resulting from the merger will focus on the wholesale of energy products in North America and Europe,” on November 9, but has avoided commenting on Enron’s operations in Asia including Japan.


























