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Research Focus 

Powering Japan after Fukushima 
 
Professor Tatsuo Hatta and Professor Jenny Corbett 

This article is based on a discussion 

between Professor Jenny Corbett of the 
ANU and Professor Tatsuo Hatta, of 

Gakushuin University and a former 
President of the Japanese Economic 

Association whilst he was a Visiting 
Fellow at ANU’s Research School of 

Asia and the Pacific. 

 

A version of this article appeared at 

www.theconversation.edu.au/
powering-japan-after-fukushima-

4693 on 20/12/2011 

 

Directly and indirectly, the 
Fukushima disaster of March 2011 
shut down much of Japan’s nuclear 
power generation. The impact of 
this shutdown on the Japanese 
economy is still being evaluated and 
plans for replacement sources of 
power being developed. These twin 
processes provide a challenging, 
vital opportunity for regulatory 

r e f o r m  a n d  e l e c t r i c i t y 
redevelopment. 

 

Any analysis of the challenges 
facing the Japanese electricity grid 
requires an understanding of the 
effect of the disasters in March 
2011, particularly on the Tokyo 
Electric Power Company (TEPCO)-
managed Fukushima Nuclear 

power plant. The total supply 

capacity of TEPCO before March 
11 was 63 million kilowatts. Of 
that, approximately 20% of the 
su pp ly  ca pa c i t y  w a s  lo s t 
immediately after the earthquake. 

About half of that was losses of 
nuclear and the other half thermal.  

 

That Fukushima Daichi was 
rendered unusable  i s  well 
understood, but Fukushima Daini, 
which is the neighbouring plant 
compound, also remains offline due 
to radioactive contamination. The 
combined power generation-

capacity loss, down by nearly 30% 
of potential supply, is serious. 
Previous to March 2011, 63 
kilowatts was the total supply 
capacity. In 2010 the maximum use 
of electricity in the TEPCO area
(covering the Kanto region, 
Yamanashi prefecture and eastern  
Shizuoka prefecture, including 
greater Tokyo and reaching over 50 

million people) was 60 million 
kilowatts at the peak time. With this 
very large loss, the grid was unable 
to cope with the summer power 
demand spike of increased 
household  and off ice  a i r -
conditioning. In an attempt to offset 
capacity constraints, TEPCO drew 
on supply from many of its thermal 
plants and imported electricity from 
other areas. TEPCO has now made 

significant efforts to construct many 

new gas turbine plants. 

 

The construction of new plants and 
cross-regional power drawings were 

insufficient short-term measures to 
p r e v e n t  p o w e r  s h o r t a g e s . 
Immediate ly  fo l lowing the 
earthquake, TEPCO introduced 
planned, rolling blackouts. This 
caused great inconvenience and was 
extremely unpopular because it 
stopped even trains and hospitals. 
There are still debates now as to 
whether such large scale rolling 
blackouts were necessary.  

 

The other major step was taken in 
summer when a consumption 
limitation order applied from July 
1st to September 22nd. Each buyer 
of electricity in the TEPCO area 
whose consumption capacity is 
greater than 500 megawatts had to 
cut their consumption by 15% 
compared with the previous year. 
There were some exceptions 
allowed to hospitals and industries 
which couldn’t cut consumption. 
But by and large most companies 
followed that order. These measures 
led to a decrease in peak electricity 
demand of 15% on the same period 
in 2010. 
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The issue of ongoing shortages 
remains relatively unaddressed. 

The early demand-control 
measures were widely followed, 

perhaps as users understood the 

p o s t - d i s a s t e r  s p e c i a l 
circumstances. But the root of the 

matter is that, in the Japanese 

electric supply system, practically  

no price mechanism is installed; 

in the face of extreme electricity 
shortages the price of electricity 

exhibits no compensatory rise. 

 

Buyers are not given any price 

incentive to cut consumption 

except for moral suasion. 
Factories with their own 

generators, if provided with price 
incentives, will try to cut their use 

and then sell the residual amount 

outside, but no such price 
incentives exist. One of the most 

important measures available to 

Japanese regulators would be to 
introduce price mechanisms 

quickly before next summer. 

 

A further price issue is that 

producing nuclear energy in Japan 
is far more expensive than was 

previously thought, especially 
considering the earthquake-ridden 

t ec ton ic  geo graph y .  The 

consumers of nuclear power have 

not been paying fees for the 
insurance that the government 

provides in the event of this sort of 

accident. 

 

There are not only pricing 
regulatory failures, but also direct 

concerns regarding the nuclear 

industry. Japan experienced a 
serious nuclear accident partly 

due to the lax regulation of 
nuclear plants. These two issues 

stem from a single root. 

 

In most countries, other than 

Japan and some parts of the US, 

transmitters and generators are 
separate business organisations. 

Scale economies exist in 
transmission, not in power plants. 

A competitive market should be 

maintained, so far as power plants 
are concerned. Further, should a 

price-based type of competition be 

introduced, nuclear plants would 
become simply another instance 

of generator that would be 
competing against other types of 

commercial power plants. Placing 

generators on the same playing 
field would also require any 

government subsidies to them to 
be scrutinised. But so far the 

alleged cheapness of nuclear 

plants has been used as a kind of 

deterrent for the entry of new 

competitors. 

 

Price and industrial organisation 

policies are forms of market 

deregulation, but post-disaster 
questions have naturally been 

raised concerning the potential 

need for additional regulations. 
Currently, on paper, Japanese 

power plants are supposed to be 
competitive. To make this 

genuinely so, the government has 

to regulate the transmission 
portion of activities so that they 

will be really fair. The problem is 

two-fold: even if transmission and 
the plants are separated, Japan 

needs very strong regulatory 
a ge nc ie s  t o  en sur e  f a i r 

competition. 

 

But before Japan reaches that 

stage, it will face a struggle from 

utilities who have an intrinsic 
desire to set up barriers to entry. 

In consequence regulatory 
agencies have to be even stronger 

than normal. The necessity of 

deregulation simultaneously 
implies the need for a very strong 

regulatory agency. 
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