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An Analysis on Possibility and Effect of Market Power
under the 3rd Long Term Power Plan

FEA MR -2 B R
(Jae-gul Lee - Min-hyuk Park - Nam-sung Ahn)

Abstract - In this paper, we try to analyze the likelihood of exercising the power of market dominance by certain
generators in future power industry of Korea. Firstly, we estimated installed generation capacity and sales volume of
electricity in Korea, based on "The 3rd Long Term Power Plan” which was announced in December 2006. Secondly, we
calculated HHI, an index showing the degree of concentration of an industry, and RSI, an index showing how adequate
the supply of goods or services of an industry is, using Fast-Forward. Thirdly, assuming a major generator employs the
strategy of withholding a part of its available capacity at a peak time, we simulated hypothetical movement of SMP over
a certain period of time, which is compared with that obtained without assuming such strategy to generate Lerner Index,

an index showing the degree of market power of a monopoly.

Regulators, home and abroad, have not given much

interest in analyzing the effect of market dominance that is likely to be exercised by certain players in the fature. That
said, this paper provides insight into developing methodologies of analyzing and mitigating such effect by proposing the
above indices to gauge it. In addition, this paper also shows the potential impact of employing capacity withholding

strategy on the financial account of a dominant generator.

Key Words : Market Power, CBP, HHI, RSI, Fast-forward
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