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Enron Corp. of the United States may withdraw from the Japanese market 

due to a financial crisis

The possible disappearance of “foreign pressure” is expected to give a large impact to the liberalization of the electricity market

(By Hideo Kesen)

November 26, WASHINGTON – The revelation of the financial crisis of Enron Corp., a major energy company in the United States, is likely to influence the future of deregulation in the Japanese electricity market to a great extent.  The Japanese government had intended to use Enron’s willingness to enter the Japanese market as leverage when it eases regulations further on the electricity market.  Therefore, Enron’s withdrawal means that it will be difficult for the Japanese government to use its favorite weapon, “foreign pressure.”  Now the domestic electricity industry is highly likely to begin pushing its policy.  Cautious views about an open market may become dominant from now on.

Enron was established in 1985 as a result of a merger between two Texas companies mainly providing gas-related services.  The energy venture grew rapidly under the leadership of the current chairman Kenneth Lay.

The company launched a variety of businesses from power generation to retail power sales in Europe and Asia, as well as inside the United States.  The company made a lot of profit by setting up and operating Enron Online, an electronic marketplace for futures and options for electricity and natural gas.

What triggered the current crisis was a huge loss generated by the company’s transactions with an investment company established for fundraising purposes.  Suspicions of the company’s account rigging also surfaced.  Enron posted a one-time charge of more than $1 billion and a net loss of $618 million in its earnings report for the third quarter released on October 16.

Following these events, Dynegy Inc., an electric power company affiliated with the U.S. oil major Chevron Texaco decided to take over Enron.  Dynegy insists, “the acquisition procedures are making progress, and we are optimistic about the completion of the deal.” (A Dynegy spokesman John Sousa) But markets, concerned about Enron’s financial position, predict that the merger deal may be broken off, driving down Enron shares further.

If Enron fails, its subsidiary E Power Corp. will likely be forced to give up its plans to build power plants in Rokkasho Village, Aomori Prefecture, and Matsuyama City, Ehime Prefecture.  

Enron played a role in Japan’s liberalization of the large-lot electricity market.  It also called for deregulation of the small-lot market.

Therefore, it is almost certain that the domestic electricity industry will use the blunder of Enron as strong evidence of the negative effects of hastily liberalizing the electricity business.  The company’s financial crisis has become an unexpected foe for the Ministry of Economy, Trade and Industry.








































