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Three years have passed since the Japanese retail electricity market
was partially deregulated in March 2000. Now, the regulatory reform
of the electricity utilities industry is taking the next step — namely,
“the formation of a wide-area electricity market,” “the development of a
power market function,” and “greater independence of the transmission
and distribution sections.” This paper examines the proper system rules
and factors to be taken into consideration regarding the establishment
of neutral organization, the elimination of the practice of “pancaking,”
and the setting up of the power trading market, while studying the
cases in other countries.

Of particular importance is how to strike a balance between the
incentive to invest in transmission facilities and the independence of the
neutral organization. As for elimination of “pancaking,” due consideration
must be given to strategies for avoiding decline in supply reliability
due to overuse of limited transmission capacity, as well as problems
of burden as investments in transmission facilities start to grow. The
varieties of power trading schedules need to be broadened as much as
possible, and the market functions need to be strengthened through the
dealings not only inside but also outside the power trading market.

Munenori Nomura, Kiyoshi Nishimura, Shin-ichi Saito
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