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Nuclear Power Generation
in the Restructuring of the UK Electricity Industry
—Analysis of the Profitability in the Electricity Pool—
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Abstract It is well known that the liberalization of an electricity market will make the
construction of new nuclear power plants difficult. Focusing on the case of nuclear power generation
business in the restructuring of the UK electricity industry, this study examines the measures taken by
the government and the action nuclear generators would be obliged to take when the existing nuclear
power generation is exposed to a liberalized electricity market (electricity pool). First, experience in
the UK shows that policies to minimize the anxiety of investors about the back-end and
decommissioning costs of nuclear power generation should be considered. Second, owing to the fact
that nuclear generator make bids of zero price, they have become price takers in the electricity pool ;
Consequently, some countermeasures must be taken to hedge a pool price risk. Possible
countermeasures include the increase in direct supply contracts, the diversification of fuel for power
sources, and the tie-ups with suppliers. The electricity pool system in the UK will shift to the bilateral
contract market structure in the near future. Thus, nuclear generators will face the substantial
competition with other generators providing base load power.

Keywords Nuclear power generation, restructuring of the UK electricity industry, electricity pool,
profitability
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