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SUMMARY

This paper examines the debate concerning the character of
natural monopoly in the electricity industries that is the
basis for regulation that' industry and investigates the past
and present execution of the introduction of competition to
the electricity industry system in the United State and
England. : ~

The electricity industry in many countries allows monopolistic
supply privileges to specific companies in certain areas while
the rate charges are directly regulated to preventing the
companies from obtaining a monopolistic profit margin.

These natural monopolies arise in cases where "economy of
scale exists over a large scale compared with market size and
they are maintained in cases where “sunken costs” are a large
part of total expenses. ' : :

However, in recent years, it is there is the increasing belief
that if we look at only the electric power generation instead
of the whole electricity industry, we will find the range
where scale of economics exits is actually narrow and it is
possible to manage the industry with several electric
generation companies are competing. According to this way .of
thinking, nowadays the United States and Great Britain are
introducing competition into the industry as describe below.

In the United = States, in 1976, the Public - Utilities
Restriction Policies Act  (PURPA) was enacted to promote
energy-saving measures and develop alternative energy. This
Act promoted new entrants into electric power generation
industry and increased competition. : v

On the other hand, problems with this act have been noted
,such as the difficulties in deciding Tfair and appropriate
wholesale prices for electricity that the Act required the
local electricity companies to. To handle these problems, some
states have introduced regulation on a form of bidding for new
electricity generation station. . ' _

In. Great Britain, under the 1983 Electricity Power Act,the
government required to  Central Electricity Governing
Board (CEGB), the only Electricity company having the privilege
to distribute electricity to the region of England and Wales,




to purchase electric power from any power generator according
to a fixed schedule. On besides this effort of English.
government, there were no new entrants. .into electricity
generation _ S : v
1990, under the Electricity Act of 1990, the CEGB was
privatized "and was divided. up into three divisions:
generation, transmission and distribution. Since then
wholesale prices of electricity to the distribution companies
from power companies is determined by price competition in
daily bidding between new entrant power companies and those
established when CEGB was divided. - :
Furthermore completion 1is also - introduced into the retail
market consumer can choose their suppler from among
distribution companies and power companies.
The purpose of introducing competition polices for electricity
generation in both countries is increase supply capacities and
to lower its price. o
In increasing supply capabilities, it could be said that
United States’ new system surpasses Great Britain's because
risk of developer of power station 1is smaller and easier to
enter.. On the other hand, in lowering the price of
electricity, the Great Britain’s. systems superior because the
competltlon continue after the construction of power station.

In  both cases it is difficult to secure 'substantial
competition and additional measure is maybe necessary to
continue completion in electricity industry. A

‘Since retail. market «competition has- only recently been
introduced in England, and it is hard to say now whether they
can solve problems like enforcement of wheeling and so-called
“cream skimming” in their system or not.

" In either case, these systems have just been 1ntroduced -and
much more time will be needed for assessment and amendment,
maybe even more than 10 years.

This research focuses only on- the -economic debate - and
systematic research on this matter and +echnical problems are
left as a next step of our research.




