%76 BLAREANTAR
HEFRREMARESES
B/t mE B HEANEMIgICE A S EIC

B9 5EMR
Empirical Study on the Impacts of Electricity Retail
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The increase in market share of new
retail firms can promote competition,
leading to lower retail prices.

HEHTFEO A | ) | FEDT S
A TS LT — 2D ¥ 4
et F 7
@ R High retail prices attract
ﬂ more retail companies to enter the
©0—© . .
market, thereby increasing the

market share of new retail firms

Migration is usually unaffected by
Electricity price, but will affect the
share of new small retailers
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Migration and Switch Behaviors

Active

Clients

jj E m 1 t Q Residents are more likely to switch their contracted

- s " e electricity retailer after Moving/Migrating:

Firstly, the switching costs associated with
changing electricity retailers is lower during the
moving process;

Secondly, electricity retailers often conduct
Marketing/Sales-Promotion activities during the
moving process to attract consumers to choose
them as their provider.
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Selection of Instrument Variable(IV):

Share of residents migrating to the region

Residential movements inside the region would NOT directly affect the total
demand and therefore, the retail price, but will affect the swifts from the Otte
Denryoku(k §& 7 ) to the Shindenryoku(#7 & 7).

On the one hand, the residential moving behaviors are not likely to be associated by the

retail power price.
On the other hand, residents are more likely to switch their contracted electricity retailer

after moving.
In Japan, promptly registering one's residential information to the municipal
government(7 fZ Ff) is a legal obligation of residents.
The info on monthly movement is recorded on the Basic Resident Registration
Card(/x & & & 4 t&), and is made public by the local government.
Therefore, we use the accumulated share of female and male migration as
the instrumental variables for share of new retailers.
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electricity price will decrease by 3.431 JPY/kWh

when the proportion of small retailers reaches 100%, the retail
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Spurious Correlation

S (1) 2) 3) 4) /!
~, baseline0 baselinel baseline2 baseline3 ,

Share of New 8.243™*  (0.931)| |-3.002""  (0.938) -3.599""  (0.904) -3.431"  (0.893)
Retailers(%)
Wholesale Price 0.124*  (0.017)  0.118"  (0.017)
time 0.066"  (0.005)  0.044™  (0.005) 0.041™"  (0.006)
Wind Output(log) -0.378"  (0.125)
Solar Output(log) 0.545*  (0.180)
Import(log) -0.010 (0.014)
Constant 18.056™  (0.120) 20.338"™"  (0.228) 19.440™" (0.251) 16.779™" (2.753)
Region Dummy Y Y Y Y
Month Dummy N Y Y Y
Samples 711 711 711 711
Groups 9 9 9 9
Adj R2 0.089 0.852 0.863 0.867
F 78.394 52.707 57.194 57.035
rho 0.478 0.890 0.887 0.907
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GLS \0 ;I-I; l/ @ 'JIE 0) %ﬂ: % when the proportion of small retailers reaches 100%, the retail
/ \) Fﬁl [ [ = electricity price will decrease by 3.752 JPY/kWh

7

/

(D) (2) 3) 4) ’/
longpanel longpanel longpanel longpanel /
/
0 1 2 3 /

Share of New 4,130 (1.382) -3.671"™ (1.359) -3.752"" (1.350) -3.752™" (1.350)
Retailers(%o)

Wholesale Price 0.023™"  (0.007) 0.023"  (0.007) 0.023"*  (0.007)
time 0.0617"  (0.004) 0.062"" (0.004) 0.062"" (0.004)
Wind Output(log) 0.059 (0.039) 0.059 (0.039)
Solar Output(log) 0.050 (0.074) 0.050 (0.074)
Constant 19.419"  (0.407) 19.048™ (0.406) 17.767"" (1.089) 17.767"" (1.089)
Region Dummy Y Y Y Y

Month Dummy Y Y Y Y

Samples 711 711 711 711

Groups 9 9 9 9
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when the proportion of small retailers reaches 100%, the retail
electricity price will decrease by 3.031 JPY/kWh

I

(1) (2) 3) 4 1

1vregr( 1vregrl 1vregr2 ivregr3 [
Share of New 18.861" (3.296) -2.105™ (1.062) -3.325"" (1.022) -3.031™" (0.984)
Retailers(%o)
Wholesale Price 0.124™*  (0.017) 0.119" (0.017)
time 0.549*  (0.303)
Sales of New 24917 (0.554)
Retailers(%o)
Wind Output(log) -0.342"  (0.124)
Solar Output(log) 0.405™  (0.179)
Region Dummy Y Y Y Y
Month Dummy N Y Y Y
Samples 711 711 711 711
Groups 9 9 9 9
Adj R2 -0.082 0.851 0.863 0.871
F 32.753 52.550 57.119 59.007
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Using data from the period between April 2016 and October 2022, a total of six
and a half years, we empirically demonstrate that this policy indeed has a
significant lowering effect on prices.

For example, between April 2016 and October 2022 in Tokyo, the proportion of electricity
sold by new retailers increased to 37.16%, resulting in a net reduction of 1.2846 yen/kWh
in retail electricity prices.

In the nine major distribution regions of Japan, the proportion of electricity sold by retail
power companies was 26.69% in October 2022, leading to an overall decrease of 0.9227
yen/kWh in retail electricity prices by the end of October.

The nationwide average penetration rate is around 20%, with the lowest share

in the Hokuriku region at only 7%.

Therefore, how to encourage households to further participate and promote
competition will be an important focus of future policies.
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