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The principal policy objectives in the deregulated electricity industry are to 1): lower the
consumer price, 2): lower the supply cost, 3): reduce the environmental loads, and 4): secure
stable supplies. The purpose of this study is to theoretically reveal trade-offs between some
policies which are aim at achieving 1) to 3) of the above policy objectives. We compare social
welfare under each policy framework in the second-best situation, in which the regulator can
manipulate the market only through the limited policy variables. Throughout the whole
paper we consider the imperfect competition model with asymmetric generation technology
between the incumbent and the entrants. The incumbent and the entrants compete in
amount of generation taking as given the policy frameworks and the policy variables which is
set in advance by the regulator to maximize social welfare. Chapter 1 introduces the basic
analytical framework of the whole study. Chapter 2 and 3 are the analytical sections. Chapter
2 investigates pros and cons of vertical separation of the monopolistic incumbent when the
incumbent has a cost advantage in generation than the entrants. Chapter 3 compares FIT
(feed-in tariff) and RPS (renewable portfolio standard), which are mainstream policies for
promoting renewable energy sources. We consider the model in which the monopolistic
incumbent uses conventional technology with negative externality and the competitive fringe
uses renewable energy sources without externality. We show in both chapters that a policy
framework which produces higher social welfare than the other is depending on exogenous
parameters. This is as a consequence of trade-off relationship between the policy frameworks
under consideration in each chapter. Chapter 4 summarizes and concludes the whole study.
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