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U.S.-based Enron urges Japan to separate transmission from the operations of electric power companies, saying it is a barrier to entering the market
- The company says a reform will save industries 4 trillion yen in electricity costs, and an independent body is necessary to promote liberalization -

Whether or not to break up the operations of electric power companies is likely to be the largest focus in a review of liberalization of the electricity market, which the Ministry of Economy, Trade and Industry (METI) plans to conduct two years later.  The Enron group, a U.S. general energy company that has announced its entry into the Japanese market, indicated on May 9 that it would call on the government to separate transmission from the operations of electric power companies because, “New players can not enter the market due to the barrier of transmission.”  In the past, the U.S. government also urged Japan to separate transmission.  However, the electricity industry fiercely opposes, insisting, “(Separation) would hinder stable supply.” 
(By Kenji Sato)

High-cost management
Nicholas O'Day, the vice president in charge of public affairs at Enron Japan Corp. - Enron Corp.’s Japanese subsidiary - told a news conference, held on May 9 in Tokyo, that the company would make concrete proposals for the review of liberalization measures, planned for two years later.  The company is to announce the details of the proposals on May 15.

Mr. O’Day pointed out that Japanese electric power companies continued high-cost management – for example, procurement of expensive fuel.  He maintained, “If Japan reforms the electricity market, industries will be able to cut electricity costs by 4 trillion yen.  Japan should encourage competition.”  Mr. O’Day expressed distrust of METI, the government body in charge of liberalization, saying, “(METI) is in a complex position between promotion of competition and ties with electric power companies (in favor of protecting industries).”  He also indicated it was necessary to establish an independent government body that would strongly promote liberalization.

In many places in the United States and Europe, independent transmission companies or organizations transmit power at the request of generation companies.  Meanwhile, Japan adopts a system under which electric power companies engage in all process of generation, transmission and distribution.  When new market entrants want to transmit electricity, electric power companies are obliged to do it for them.  Mr. O’Day stressed his intention to call for the review of the system.  “(The system) lacks transparency, so we can not draw up flexible transmission plans.”

Enron’s new power plant is likely to spark off controversy
E Power Corp., the Japanese subsidiary of the Enron group, plans to construct a thermal power plant with an output of 2 million kilowatts (equivalent to two nuclear reactors) in Rokkasho Village, Aomori Prefecture, by around 2005.  The issue of transmission from the power plant is likely to trigger dispute between Japan and the United States.

Enron asked Tohoku Electric Power Co. to transmit electricity from the new power plant, but the utility’s facilities will have no capacity to do so after its own power plant is completed.  Tohoku Electric is to give its answer to Enron by the end of June.  The company is bewildered because, “There is no way to meet Enron’s needs except for constructing new power lines.  And the construction will require an investment of around 500 billion yen.” (A senior official at an electric power company)

If Tohoku Electric has Enron pay for construction costs, the current transmission system may be criticized as “a barrier to entering the market.”

Domestic opinions are divided
Despite the U.S. demand for break-up, the electricity industry has not changed its attitude to firmly support the conventional style of operation. “Power plants and transmission lines need coordinated maintenance work.” (Hiroji Ohta, the chairman of the Federation of Electric Power Companies Japan)

As for breaking up electric power companies, domestic opinions are also divided. “Though electricity rates are higher than the global standard, the current system functions well in terms of the stability of supply and universal service, which means supplying power to all customers at a same rate.” (Munenori Nomura, a professor of economics at Kwansei Gakuin University)  “It is not proven that integrated investment in power generation and transmission is efficient.  Currently, expansion of the spot power trading system and other factors are creating an environment that would enable the break-up of electric power companies.”  (Kenji Yamaji, a professor at the faculty of engineering, the University of Tokyo)

METI plans to resume discussion toward the review of current liberalization measures as early as the end of July.  Heated argument is expected.
