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 Figure 29 

Generation and Transmission Capacity by Fuel Source
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CRITIQUE

The Japanese electricity system continues to be one of the most diversified 
in the IEA in terms of generation sources, which is of critical importance 
for a country deprived of natural resources like Japan. The sector has seen 
ongoing reform since the last IEA review and before. The establishment of 
the Electric Power System Council of Japan (ESCJ) has increased transparency 
and consistency in the rules for third-party access to transmission grids. 
Some new players have entered the market and retail prices have decreased, 
although price decreases are not only due to the effects of competition. The 
efforts of the government to maintain diversity and enhance competition 
are commendable. Some efficiency improvements have been harvested and 
reliability of electricity supply remains very high.

It is recognised that the stepwise approach to reform is undertaken with a 
view to carefully balancing the need to improve economic efficiency in the 
sector without jeopardising reliability of supply. Experiences from other IEA 
countries demonstrate that competition can also be an effective tool to meet 
reliability requirements – and at a lower cost – and so we urge the government 
to continue its efforts in this area. Effective competition creates incentives for 
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