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1. Nuclear Power Development in Japan

Japan's nuclear generating capacity as of the end of

May, 1984, totalled IS,440 MWe with 26 operating reactors.

This figure is expected to increase to 19,850 MV.'j with 28

reactors by the end of this year, which will account for 13%

of total generating capacity and 2Q\ of generated electricity.

At present, Japan's economy is in a period of low growth.

Reformation of industrial structures to a less energy intensive

pattern is in progress and energy conservation measures are now

in the forefront. Consequently, growth in electricity demand

in Japan decreased substantially. In 1982, it was forecast that

the annual growth rate of electricity for the next ten years

would be 4.5v, but. last November, in the latest Japanese

government forecast, this figure was revised downward to 31.

As Japan almost totally lacks domestic energy resources,

Japan's dependency on imported oil is very high at 62% in 1982,

and this is a major weak-point in our national energy security.

Because of this, ever since the first oil crisis in 1973, Japan

lias been actively expediting development of alternative energy

sources, with particular emphasis on nuclear power as the nucleus

of our national enorj'.y policy.

Although the economics of nuclear power generation is

cun'ciit ly a topic ol discussion in many countries, I believe
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that, in the long term, nuclear power in Japan will maintain its

cost advantage over coal and oil if we continue to keep clown

costs. Progress has been made in cost reduction such as

shortening construction periods, improving plant designs,

achieving high-capacity factor, and so on.

Therefore, nuclear power remains the mainstay of Japan's

energy policy, even though targets have been lowered in the past

couple of years in light of the declining growth in electricity

demand.

According to the Japanese government's latest forecast

published last November, total nuclear capacity will become •.-

54,000 MWe in 1990 and 48,000 Mh'e in 1995, which will raise

nuclear power's share in the total generating capacity to 191

in 1990 and to 23% in 1995.

Uranium Procurements

(1) Quantity of Uranium Procured:

As Japan has no domestic uranium resources and

had no equity interest in overseas projects, Japanese

utilities directed their efforts to procure as much

uranium as possible for the long term operation of

nuclear power plants, soon after Japan's long term

nuclear development plan was set in 1972.
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In 19 72, Japan's Atomic Energy Commission

set long term targets for nuclear development of

60,000 MWe in 1985 and 100,000 MWe in 1990. By

1975, based on these targets, Japanese utilities

had secured around 80% of the cumulative uranium

requirements up to the year 1990 through long-term

contracts, aiming for security of supply. Up to

now, Japanese utilities have arranged for supply

of a total of 191,000 short tons of U308.

\'

(2) Increase of Inventory: ._.

The downward revision of the nuclear power

development program is more or less a common trend

worldwide. In Japan's case, the scale of the

nuclear power development program has now shrunk

drastically to about one-third of what it was

tt»n years ago.

This is due somewhat to the fact that

government forecasts had been set up on rather

the optimistic side for the purpose of achieving

the government's objective to materialize less

dependency on imported oil.
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As a rt-.[ilt, t.he quantity of uranium under

long term contracts by fai exceed . the actu.'l



demand. These long-term contracts emphasize

stability of supply but lack flexibility with

respect to annual delivery.

Although the situation varies among individual

utilities, by the end of this year, the total

surplus will exceed 20,000 short tons of U308.

This figure is expected to keep increasing each

year until about 1990. In other words, the existing

contracted quantity is sufficient to cover total

Japanese demand well into the latter half of the

1990's.

{. 3. Stockpiling and Procurement Policies

r
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§£ (1) Stockpiling Policy

Except for in-process inventory accumulated

in the fuel fabrication process from uranium

concentrates to fuel assembly, some countries have

been considering, or are already implementing,

programs to stockpile uranium in order to ensure

the continuous operation of nuclear plants in the

event of unexpected disruption in supply due to

physical, economic, legal, political, or any other



reasons such as accident, strikes, political or

diplomatic strifes, wars, or activities of

anti-nuclear forces. We recognize very well the

necessity of stockpiles for security of supply in

view of our high reliance on overseas supply sources.

However, an understanding on the extent of such

stockpiling has not yet been agreed upon at a

governmental or national level , partly because

quite a big inventory will continue to be held

for the time being.

Determination of appropriate levels for

stockpiling will be based on an overall evaluation"

of every case of possible supply disruption,

difficulties of arranging alternative supplies,

effects of shutdown of nuclear power plants, and

so forth. On the other hand, however, stockpiling

incurs the burden of interest cost for inventory.

Therefore, in each country, it will be essential

to see an optimum level which harmonizes two

aspects - securing supply assurances and keeping

the costs of nuclear power competitive.

In any event, I think the important point, is

til;.1' producers and consumers should increase their

effort* to deepen public undcrsranding of the
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safety of nuclear power generation and to achieve

a world-wide consensus on the peaceful use of

nuclear power, rather than merely to build up

their stockpiles in preparation for emergencies.

At the very least, we should avoid being forced

to set higher levels of stockpiling to cope with

a supply disruption caused by anti-nuclear forces.

(2) Procurement Policy

Supply security can be sustained by

dispersing the risk of supply disruption even with

reduced level of stockpiled uranium. Accordingly,

diversification of supply sources is a reasonable

and effective measure for consumers.

Japanese utility companies, as a whole, have

impartially purchased uranium from most of the

majr-r uranium producing countries of the world.

However, individual utilities rely on a limited

number of sources. In my opinion, each utility

should take into account diversification of sources

at the time of procuring uranium in future.

With respect to past procurement methods in

Japan, approximately SO: of the total commitment



has been through long-term contracts so as to

assure a stable uranium supply corresponding to

the long-term operation period of reactors. The

reniai7iing 2 0* is made up through so-called

"Project and Import," which means we import

uranium by participating in overseas exploration

and development projects or in the management of

such projects.

We, as a consumer, see a disadvantage in

the rigidity of long-term contracts in that

delivery quantities are fixed far into the future

from the time the contracts are signed. IVe hope-

that producers will work together to bring some

flexibility into these long-term arrangements so

that their delivery schedules may be adjusted

in accordance with changes in actual requirements.

For example, I believe the following mechanism in

contracts would contribute to balancing supply and

demand, that is, consumers keep producers well

informed of their realistic forecasts of

requirements, including revisions in their forecasts,

so thai producers can adjust their production

s c h c J u1es s t e p-b y-stop.

Meanwhile, we have been considering an

appropriate combination o 1" 1 on;.;- t c nn contracts and

spot, contracts for future p roi. nrccit-n t as a in fans



of meeting unexpected changes in demand. Further,

we would Hke to take into consideration for.

future procurement the policy to increase the

share of "Project and Import" as a measure towards

stabilizing supply.

4. Toward Harmonious Development of the Uranium Market

It would be beneficial to both producers and

consumers if the uranium market develops in a harmonious

way under the principle of free competition. I would

like to make some comments and suggestions on this '•"

point: •

(1) Securing Flexibility for Demand Fluctuations

Demands inevitably change and we need

flexibility to cope with these changes. To that

end, it would be desirable to build a healthy spot

market to complement the long-term market.

(2) Prevention of Governmental Interference

Free trade is indispensable for the vitality

of the uranium industry. However, government



interference in the form of "regulations" still

exists. Such controls should be exercised only

to encourage and to guarantee the principles of

a free economy in international marketplace.

(3) Precise Uranium Demand Forecast and Information

Exchange

It is vital to accurately forecast uranium

demand covering all phases of the fuel cycle -

from uranium production through consumption - to

achieve a stable market and maintain the balance

of supply and demand. Tt is important for

producers and consumers to keep up a frank

exchange of information and opinions on the basis

of facts at every opportunity, like this

conference.


