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Energy Policy of Japan Adrift

Interview
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Studies Group JETRO Institute of Developing Economies

Interviewed by Ikuzo Kobayashi, President of

Salaam Association
-— Japan has been shaken by nuclear power plant-
related issues. Can you tell me your opinion about
Japan’ s energy policy?

As you know, we are faced with a very difficult time.
Japan’s energy policy has not been decided. When we
look at the energy policy, the “Basic Energy Plan” has
to be established first. The Basic Act on Energy Policy
enacted in 2002 stipulates that the government has to
establish the “Basic Energy Plan.” The “Basic Energy
Plan” is supposed to be renewed once every three
years and the latest renewal took place in 2010. So it
was supposed to be renewed in the spring of next
year. However, because of the Fukushima Nuclear
Power Plant accident, it has not been decided what to
do with the nuclear power generation.

For example, there is a long-term goal of completely
eliminating the nuclear power generation by 2030. It is
far from clear whether the goal is going to be
achieved or not. Because of this, the effort to create
the “Basic Energy Plan.” has been halted.

The share of the nuclear power among all the power
generation sources is about 31%. (See the reference 1).
What are we going to do with this? Are we going to
generate energy by operating the nuclear power plants
partially or are we going to shut them down
completely? If we shut them down completely, that will
have a huge impact and the “Basic Energy Plan” has
to be fundamentally reviewed. Are we going to
incorporate a plan to phase out of dependency on the
nuclear power generation in the energy policy by
20309 The discussion has been stalled over the
question.

If the general election is not going to be held until
the Democratic Party government completes its normal
term, the energy policy will not be decided before the
end of next year. There is a possibility that the
decision will be delayed until March of 2014.

The nuclear energy issue is a very delicate issue and
there are considerable opposition among the general
public. However, from the perspective of the industry,
there are opinions that the nuclear power generation
has to continue. As long as the Fukushima Nuclear
Power Plan problem lingers on, a decision will not be
made easily. It is unlikely that the “Basic Energy Plan”
will be decided before the next spring while the
nuclear energy policy remains undecided.
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-—|s there going to be some change in crude oil
import as a result of increased demand for thermal
power generation?

Currently, crude oil is not used for power generation.
The sales volume of fuel oil Bunker B and Bunker C
(footnote) has decreased to 8.4% of the imported crude
oil. Actually, the percentage of the crude oil used for
the thermal power generation has declined to 6~7%. In
other word, the percentage of the power generation
use in the crude oil consumption is not large. Because
of the limitation in capacity, it is not possible to
double the current thermal power generation by oil
and coals. It can increase 20% to 30% at most. Even if
the oil-based thermal power generation increases by
20% to 30%, Japan’s crude oil import will only increase
by 1% or 2%. Even though the nuclear power
generation is currently halted, that will not impact on
the oil import much.

-— Does the government’ s thinking about the
energy self-sufficiency rate consistent?

The outline has not changed. Although there is an
issue of how to mitigate the impact from the decreased
nuclear power, it is certain that Japan’s energy
consumption has decreased. Therefore, the oil
consumption has also decreased.

About ten years ago, the Agency for National
Resources and Energy was emphasizing a stable oil
supply. It was encouraging a collaboration with the
industry for energy plant development. But now, the
agency is shifting its emphasis to environmental issues
and stabilization of crude oil purchasing price. Its
attention is shifting from energy supply side to energy
demand side. For example, it talks about how to
conserve energy and says let us save energy by 15%.

Because the nuclear reactors remains shut down, the
electric power is in shortage. As a result, the natural
gas-based poser generation is attracting attentions
and people are becoming more interested in LNG. It
can generate power with a simple, small-size turbine
without generating CO2. It takes a few years to secure
support from the local residents and carry out
negotiation with the local government to construct an
additional turbine for oil-based thermal power
generation. Construction of additional gas turbines
will be the main effort in the next one to two years.
Additional turbines are constructed in existing power
plants or company factories.

In the past ten years, the crude oil import has
declined from 5 million barrels per day to 3 to 4
million barrels per day. The volume of import from
Middle East has been in cline. It is because oil
consumption has been decreasing.
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(Reference 1)

Source: Based on The
Qutline of Fiscal Year
2010 Electric Power
Supply Plan

FY2010
976.3 billion kWh
» nuclear power 30.8%

2010%FE

9,763@kWh

-oil, etc 8.3%
- LNG 27. 2%
- coals 23.8%

* hydroelectric 8. 7%
* new energy, etc.1.2%
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However, this does not mean the importance of crude
oil is decreasing. In general, to the extent that the
nuclear power plants are not operating, the oil is
becoming more important as an energy source. The
current temporary reality is different.

-—-What do you think about the impact of Japan’s
decreasing energy self-sufficiency rate on its
competitiveness?

The fact that we cannot use the nuclear power has
considerably negative impact on Japan’s economic
competitiveness. Although there is debate about the
nuclear power supply for the industry, because it is
considerably cheaper than oil, inability to use it is
creating obstacles and impacting on the competitive
power.

-—- What do you think about the competitiveness of
Japan’s energy policy itself?

It is inevitable that Japan’s energy policy’s power is
going to decline. For the past 10 years, Japan’s policy
has been to enhance the energy supply centered on the
nuclear power. The nuclear power is cheap and does
not cause global environmental problems, so Japan
was aiming at increasing the nuclear power ratio to
50%. That policy has collapsed. The nuclear power
policy is stalled and is adrift. Based on that, we cannot
deny that the energy policy is being weakened.

-—- Thank you very much for taking time today.

(Interview conducted at JETRO Asia Economic
Institute on October 30, 2012)

(Footnote)

Bunker B and Bunker C: Bunker B is used for diesel engines
of ships but the demand has shifted to Bunker C and little
is now produced. Bunker C is used for thermal power
generation or large diesel engines of ships. Before the
First 0il Shock, it had more than 50% share, but
consumption of gasoline, naphtha, and light oil
subsequently increased and shift to white oil has
accelerated. According to the 2009 breakdown of oil sales
Bunker b and Bunker C ratio has decreased to 8.4%

( “Energy White Paer 2011” from Agency for National
Resources and Energy)
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