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Crippled reactors cloud the future of nuclear power
By the time the earthquake-spawned tsunami triggered explosions at the Fukushima
Daiichi nuclear complex, some 50 countries worldwide were planning to meet more of
their future energy needs with nuclear power. Despite rekindled safety concerns and a
heightened sense of caution, most remain committed to their plans. Although the ultimate
outcome of the lingering crisis may deter some from building nuclear plants, opportunities
for enhancing safety at new and existing plants will stem from lessons learned from
Fukushima Daiichi.

Pumping the brakes on nuclear energy
As the world watches the continuing crisis at the
crippled reactors in northeastern Japan, a decade of
momentum that seemed to be building toward a
global nuclear energy renaissance is stalling.
Although most large producers, including the
United States, are watching and waiting for lessons
to be learned from the Fukushima Daiichi disaster,
Germany has announced plans to abandon nuclear
power by 2022. In China and India, perhaps the
world’s most important nuclear growth markets,
ambitious expansion plans remain unchanged
despite pauses for safety reviews.
Higher fossil fuel prices and concerns about climate
change remain key factors driving interest in nuclear
power, despite its relatively high capital costs and
renewed safety concerns. And while solar, wind, and
other clean technologies remain part of the
conversation for meeting the world's future energy
needs, most agree cleantech is not yet to scale
sufficient for replacing nuclear capacity.

Japan committed to nuclear energy
Although the crisis at Tokyo Electric Power Co.’s
Fukushima Daiichi plant has driven public support
for nuclear power lower, the central government is
still clinging to nuclear as a key pillar of energy
policy. The Japanese Business Federation, fearing
increased electricity costs, opposes shutting nuclear
plants.
Meanwhile, local governments’ safety concerns have
prevented utilities from restarting all but two plants
that had been undergoing routine maintenance at
the time of the earthquake or have been taken
offline since. Had none of the plants been allowed
to restart, the last reactor would have shut down in
April 2012, leaving the daunting task of replacing
nearly a third of Japan’s electricity generating
capacity.
Japan’s Economy, Trade, and Industry Ministry
estimates replacing some of the electricity lost to the
closures will cost 2.4 trillion yen this year and 3
trillion yen next. Power shortages are expected to
continue for at least three years as Japan navigates
such obstacles as importing additional natural gas
and oil.
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The post-earthquake energy landscape
The disaster at the Fukushima Daiichi complex carries
implications for all facets of the power business. To
provide for the safety of the power infrastructure and to
enhance energy security, new emphasis on risk
management will be required—regardless of whether
companies are using coal, gas, nuclear, or renewable
energy sources. As this crisis has made clear, one
catastrophic event can threaten the survival of even the
largest utility.
Although the full impact on Japan’s nuclear power
industry will not be known for months or years, the
disaster will prompt more stringent safety standards and
likely new incident reporting and crisis management
requirements. Older plants may be retired if the cost of
complying is greater than the expected return and funding
for new plants may become more difficult to obtain in the
face of increased public resistance and stiffer permitting.
While summer power shortages are likely to underscore
the importance of nuclear in meeting Japan’s power needs,
particularly in the short- and mid-term, the central
government has ambitious plans for renewable energy.
With a number of Japanese companies already
manufacturing photovoltaic panels, solar energy is
considered the frontrunner for benefitting from
government efforts to promote greater investment in
power generation. Wind power—and the foreign and
domestic

companies that supply it—also stands to benefit from the
government’s intention to promote development of large
offshore wind farms. Taking a broader view, however, the
threat of higher electricity prices concerns most
companies operating in Japan.

Challenges and opportunities abound
• Energy-related M&A transactions are likely as

companies position themselves to benefit from the
increasing emphasis on renewable energy sources and
as they look to secure oil and gas rights to replace lost
nuclear power generation capacity. Utilities might
expedite divestitures of non-core assets.

• Influence over energy policy is gradually shifting from
the central government toward regional and local
governments. What that means for individual
companies is likely to vary widely.

• Although the 10 regional power companies that
dominate Japan are against it, momentum may be
building for separating generation and transmission.

• The nationwide drive to conserve energy will create
opportunities for products and services aimed at
helping businesses and consumers save and store
power.

• Energy management systems that enable companies to
visualize and better understand and manage their
energy use with data and graphs is forecast to grow to
14.5 billion yen by 2015, almost 10 times its market size
in 2009.
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