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Abstract

The electrical power industry has been recognized as a natural monopoly industry for its
technological and industrial characteristics. However, a competitive market system has been
introduced to that industry in Europe, North America and Australia to overcome the
inefficiencies originated from the monopolistic system for decades. In Korea, the power industry
1s expected to be placed in a competitive market system within several years after separation
and privatization of vertically integrated industry in progress. Hence, there is a need for a
research on the increase of customer value in that industry, however, existing studies have little
dealt with that problem and there is no research on the price policy to consider churn and
retention of customers. Therefore, this study provides a methodology for increasing customer
loyalty and lifetime value by presenting the lowest pricing plan which leads to diminishing
customers’ cost. It is verified through an empirical examination that firms can enhance
customer loyalty using a price element in that industry and maximize their profit by finding out
customers whose lifetime values would increase.
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