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A Methodological Analysis of Local Market Power
and its Application to Korea Electricity Market

O By
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(Young~Kyun Shin - Dong-jin Lee - Balho H. Kim)

Abstract — The presence of transmission congestion may reduce the market size and split the bulk power system into
smaller systems. Consequently, this can be a key factor to the increase in market price. This paper analyzes the effect
of exercising local market power on the market price, and derives a range of indices which quantify the degree and
incentive of local market power through statistical analysis in an electricity market with uniform pricing scheme. The
applicability and effectiveness of the derived indices on competitive electricity markets are demonstrated on the Korea

electricity market.
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- Local Market Power, Uniform Pricing, Uplift, Transmission Congestion, Constrained On/Off Payment

o Ziggg. Agx AgAuZeld AAASA xgHo
= L]-E}L]——‘;:'- Z‘]}%}_ o7 013]] o)_,,]z%o] 7}7_1’)\})‘-,] o) ;‘q_
ElE7t EAAL BE $AERE ANY o]Yo] HEE
TEAHe 2R PAHE AFANE S Dok o) A
TR T AZAYE A oA RE5E A ol&FozA,
ATEF4Y vagdS FEFH A ANF7HAe A5

.]

& zd9g.
ABAN FANAAG AFANL) DB AT 9]
o4 %ﬂafﬂ ATHD Ye B ohY TUAAE ofx

o @?7} g v k(2345 2, YRR AF
9 723 S 230l ‘”"0174 Reon, AT o
€ A93 29g AR gfu Y 9d7E WEY
dReln}. AT FojA, $HEF ) “}E AGA A FA =
Brtet #HE e AFdAs HEHT o678 =3
28 (9, W0leX e £4EHT i 453 93 g
Al 28 9 AGAd ARXNE FAE AVEn 9
o #F3EE (1AM ookg ARug 248 48
7l AdAe 2o 2E FrrEd sfdo) oL HES
A e, £33 N9A AL 2+ Yo A
Al agAqAL 4 AR A1 e EAo] Aolsl
o o Rgtats gHrpderel Hasi detgAE Fud
ME olg Ze A7t AT BEG AAo) B A
Me FHHGA A e e @Y Q S (uniform
pricing) & Al stell o] EFe] wE 9y NGy o3k
E &7 A=l BHIY GAE BAHE FHY&q o]
wE AvtAY g g BT £33 A3 Ay
gatell digh 7hsA ¥ JAERE LAAARE P
F s 2 M REE AUgstn olg FUAANG §7H
o Ag, EM3rz ) 2FeME dde g A" F
Aol 7tAAA 9 Exte] wE pA WAUESE ] &
Metn ZAAE AHANF A Udetd F QlE Azuide)



BRBERNE 54A% 13% 20054 18

FEHE dgdrh 3%dAMe AL AledAEE T EF
ol Ao w2k vebd § e AGH A 9%
g A3 old mE AFrtARsE dunid =3 9
B3 AZYAE 5 FFEHRE AT 531 Ay &
g3 dE BAE dgdd wARez 4FedNe £H
e wWE AgH AgAuEe] HAAGAE JHAEBE
g & dE AEE 2452 o] F FIHAHA G A&
¥ A7E £49r)

f

2. 49 MATI AEXuj
2.1 oA 2 Z(uniform pricing) S Al =

g g HAHAFANY JMAFAA AAUEL Hoel&
(auction theory)2. 2 s{&g &+ QItj(12]. o] 8 BE
9 FAH(winning bidden)E vlxog Hdd QJFAAE
Y8t wevds AdA 28d AFGAFAM Y /A AA
o] dd-7tA FHulZ Mg & Q7] WEo|th oleE ¥
gel AAAFoNEe vAGFTAAG 2R @Y AFH
A7EAMCPYe] ZAET, Al ASEEE AT AGFA
ozHyg A HA7IE=2 AgLHA(constraiend on) B A
okd] A (constrained off)ol]l ™ F7FEAHuplift) & A
doh A=, ol FUEAS 2B Y, At TEHL
2 AE3A He AA AZELE Asdn o8d -
o] AEARE Auyez dfed =257 %Y, dEY
A A uE e YAzb Bop o3l AEo] EAFci[4]. A
AARcs ddagAMASE A2 JdE A AHNEPOOL,
IMO, @A EAE([13] 5)NMY F71E4 WAUESLS 9
F7143 ANZHAEA S AolE BYHFE 736 grA
ol uzo}

22 ZAH HHAI T A|TX|ulY

AR 95 EE
A, EE ZE %@agi NN E B
S wHeE dehdd. oaw ARAwe
% 99A e d= e ol AA A

°§fl’l"m&
4o o ®
HE R uirh =}
ol >

hu

L 39839 e 95 £ 449 33
2. @A &AL o) 3e sHFee 4B
3. #A5YY FAFATHE 1 &F HAAH AU

A A 2 F oHA FES Ez¥ 42343 (physical
withholding)$} 7 #14 & %3 8] (economic withholding) 2 4}
d8iA ok F 7hA gHe 25 AA 2AdzE dgsA
U Ex dE7EE 5o FAdAAAA ALdHE Hor o
71 gAste AL 9 Aldart ARAelEg fYAarg
E-E’*l 1 2 ogg d7) HF Aok AL o] F IR e

ge A%E zAsn, T A YHst BF 2¥Hoz
A8 5 am.
A dd g%e AAAS FzAAe Ao $HER

o] A&Hog ehs A HeA AL FEHD L
7tAoR JFIFAY A AAEFFAN $A7] ojYdL H
2 3te ddgRg ¢ e EFL st JFse
PHolrt o qY AA2E G AIAY ojde #HaT
F deodt AnHoez AFEFe] wAs oo wa &
A A A&d Ay £ o2 gAdv|s 48 2

¢ & F A7) WEd FEE W4T & A Yeiol
B8, R WA, F WA Fest 22 AL 248
E @ARATlel el ootk FUR thaA ol
gus FATHAAA oM HSE B4z} AT w2 ol
et A" AN S s Roln), TalH, B
4 gu839 guuc Beslzh oA e WA
e Aed AFANY BAS £AEAN AAsS 2
HAuz, Ag7Ad nlAE 8¢ AU

3. AASETo ot X|HFH AFXAuY

AEAEY 7184 54 F shvte dddez 53%
ﬁ@v—?% WAYFele & 4 itk Av|e 5EL 8
9l ¥E(KCL, KVL laws)oll uwig} #H$si0 7ke] %)
5 248 4 ok wely olke AAHez
2"lolegl FlrjelE, oate] AKAHAH &
yol EAFE ol R4 uwie} dFIA Jelhvde
A E EH(congestion) & & F vk TIFHoR, AHALF
9 A&l glojA ABEFE 71F Fad ARPALgelet 3
= o] opyr), HFHFE AFAYUF dol dElYE EF
e AN Fe A AAE dAe T2 240YT FA
‘%/‘1%}3’% U}’I‘U}xli FEFE JY EA=

FAZNM EFe
2 ‘3_“5} ﬁ"’i’v’\l"c}i’—] A Aol X A
Haojz (A7) Al 2 G A A %%‘é—,(monopoly power) %t
A AV AR 8 EH(market power)dAbe] 713 & AFE}
A Boh o33 Exte] EAlE 7] FAH QxE AEAE
itk o Fejel R o vrefsbAl uvEld 5 ok o
Bol, ASERoE A3 HEAIFe AGH AAAuE =
g g APAF] AR e AAR EFAE wA
g 5ol wel e g2 Jeld 5 dv] b 2
9= AR Fohiygs osbyetel .y st

Ey
L >
o
lo,
He
1
N,
£
o
)
E.
Jl” 2 3

AEEZoz A3 o9z AAAuE ZAEe TR
AgAuE s zpolsh gith sivkahd, 11401 NP
Ao 7] TAHY Y= G )\]x)-;u 224 I B}

s 2 F AW, AGH AgARD e AL FT 4
ol wet TR AN R FEA O B g U
izl w®el, 1 Bzt A3 ofele B opet A
2 3294 ¢ 43uAS ANG A%, A3 AF 9
g 298 994l dwsl 27 WRelch
£ eddas 4L AFRAY 5, AEEIEE S
@ gAY 2gojgncke Yol AF
@ o= zn TRoE As) wASE A4 AFANY 7
o] 27¢ REol BAAYAEE ol AFAu o
A 4o =2 T2 @k
4 ARAEE QA vk ol B U
@ zaol Aok ATEWLE sl wAsE AP



79 BAYHo) W} aA e o) 72 4 At

1 AAHA Ede] 24

-~ F7doz wAtE £ BREL BT WA}
2. nFq TP FE

— WH7) LEZHSE B¢ AFH Yol % WA |

99 QP F TR T n9HY £ /=
T AT AdAY 23 9 A9 9P we 3
ZeEY, dd JFE Abdd] J &S] EA457F A9 o
gHE EAeld &, FrpiYe FEE sbEsdgs ol&
AutztAl7]7) fE e g dFe) B4 adHA A
Z7A dielel &2 71 DHolgs] tEol, s AdAt
ol ¥ AHE YPAIYT vt PAHH we AAHA
Adrisk)el ZA 2E3nR YA £ol3tA @t ¥ =
ToAME &R fd dg #ES wAGz ASId
oA 44 dete EFE FUeE gAHE FEA =4
s FUIE @4

31 ASEET XHH ATXHH 24

A WA, QAU EFY AL sF AHAFe} o]n
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(A kv ¢A ; Constrained Off)Rth. o] o L AstE= &3
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Rk FAHN R FMW) | SHYBOMC : $)
Gl (A1F A) 1,000 20
G2 (A4 B) 200 30
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Fig. 1 Exercise of market power by congestion
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o &g Frtude Jldsty] Yso FAE A BY ¥
8, Lyt 100MWE %% Wd, A9 BY Gaarle
ols B A4%e AND SHYFNN YAHE 1 4
H(Bid Cap)?l $L0007HA 444D 4 Utk Ao Bel ¥
S$4ge) e Tl FEol vt wAEE AF4gs A
LAY FhE A uplif) g AHREE Bt

Case 1 : Ly < 100MW (Total Load = 800+a)

o] 7% A&7 F(Uniform Pricing Rule)el wa G19
J&A7IF o] AFFAFFMCP)eE A=, Glo] T3
FALHY LSS dEArtFdez A A AFHMMEL
$207F BTHE, AAANNAL GIEA2 Y d& 2ZHF
SARAT]). o] W G29 &£HE 0 o 2A, AFeHd T
FNR4e gl o ), Gl AFH YIIE dse B
=R FAZRY Yolumg wiAslr2 e}

Case 2 : 100MIWV < Ly < 200M1V (Total Load = 900+a)

bRzt 2, GUAH U4 1000MW)e] d27Ad $207F
ANZHA7 Aol FH, G2 100MW ol&te] & oz A
bt diAZA7IZE doth o uf Ajekg el WE G29 B
BAEFTE G29 M A wat APdh

O Case 2-1 : G29] 92717 0] $30(G2¢] MC) A4
(0<a (Y 78 F)<100)
GlL IATAZZM G00MWx$200] siFstE v &3} o]9
o] Zof o]]e (. HEof, AujtA oF o] A 0
G2¥& A<M (Con On) hAEA7IZA,
A7 Aol 2% Bdd = aMW x $20 = $20
A g Mo o Had = aMW x ($30-$20)= $10a
o] = ($20+$10a) - $30 = $0
HA ANF7EA = $(20+100/(900+a))
& Case 2-2 : G29 32714 9] $1,000(Bid Cap)l 725
Gl& $ALAZZA G0OMWx$200 s Fats u]-g3 o<
o] Zo} o] 0. tiEo], Adu|LdAd 27 o] HA] 0.
G2e A FEA(Con On) AL A7 2 A,
A7 A o3 BAgd = oMW x $20 = $20o
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Aokatde] olgt B = aMW x ($1,000-$20)=$980
o] = ($20a+$980x) - $300 = $970a
AR AB7HE = $(20 + 9800,/(900+))
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Case 3 : Ly > 200MW (Total Load = 1000+5)

NEFRANAZELE BASE FALTAYE G2 THVIRA,
G29) A&A7IFol ANAAHMNINZe] HY, o] ALl A A
& GIHAYY AGudd, B Y G2HAre AddAd
g FrlRAte] 2% v dcl o] o, G27F Y &E7t3
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0 G189 A2
- AF7FA B4 0 900MW O $1,000=$900,000
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O G29) A3
- NAAERY
- ARy

(100+5)YMW x$1,000
: 100MW O ($1,000-$1,000)=$0

o2 A, AFAAL BRE AN F710198 EAL & ¢
A dch weld o] we] AAAIFsA L MCP+Uplift =
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o, Ao $10987t2 Asgch o uf, Gl AL 71E &
£ g ojwd AFS FaA grig®E AFHAIF
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FEHog AFAA FFE vAct ol Zyo] A
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ol ANAMA e 7tAGEE JAsy] oYt

0
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32 M=ol it
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Stol X AF G upel o] EAAANMY EFoF A F
7he) & (uplift)e] Gakol AZFRGe] =gt 3lo] opyed
NZARAAY 2E LvRA 21 dske] mAYE Felx 2
AFEHE 2AY 28(nodal pricing)® & U E HHY
SEAAE 21 e ARAZRG 2 gFe] W Hoh
B HoHEe YoM AHE AHE Fd EF L AFAM
g Az RE Jehtes A%Ze] U5 S 4y

9o HEL G291 YAsHAC] $1,000(=Bid Cap)2 ZAA
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A A7 A MEg dErd (29 2)9 2o

Edg3 FAZE EAsA @= @, 7‘] B9 G2 &H7]
= P“«] Ao o8 FRAE A5A77] A
@4 &(Bid Cap) ¢35tz 42 olvﬂ gdrt. olet 22L&
s °}°ﬂ*1 712 AZFHA7 AT AekdA R A (Uplift)
o] el AAAAE, RMPE g9 A ()3 2ol 33
g 5 Qo

Real Market

A

$1
$1 ..........
$118
$20 .
: = Lg(MW)
100 200
G2olel "iGl, G2l

[ G2} AR Y

a3 2 Xiy Bel Fstatgol utE AJEIIY ¥
(Bid Cap = $1,000, G2= $1,0002 & &Al)
Fig. 2 market price variation for load condition of area B

RMP )
- MCP —bc, jf Lp< 100
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sy
=M0P+ﬂi;‘_ﬁl x COFF | if Ly =200 , MCP = b

sy

o7]4, RMP : A A A A7+ A (Real Market Price)
MCP : A ZAA A7 (Market Clearing Price)
boisber 0 G1L,G29) QB THbe = bear 1 JEZEH)
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Pr, : L,< 100MW 9 35

= 29 AelN MCP7t 242 & %)EHNT)
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Pr, : L,>200MVV o 8§

= X9 BelA MCP7} 2349 &8

oY, BAHU BAS B8 =51 HE ASEEHL.L)
o} 100MW< Ly<200MWQ w WA Aokl 3(CON)
9 Ly> 2004w B A oku] U FH(COFF)E 7R3
o, HF AFRANAMCP)S BT AAANRA 433
(RMP)= o33 Zo] #¥8€ F 9t

MCP.”,,Z (P + P!)"m + Pybg (2)
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share)o] WE3dl:, o]24 AlF7ize] 4gg dFL ua
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Maz E5E $HERVNEE) 258 Zna
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el 925 MRl ASEFA AR 45E £
NFANEG YA b5 o 2 QUERE ANA ¥
& ER AAY YANE bpd AUz FASA 2
dohe APl YA R olAREe JHE AT
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33 Xofx PRSP sHEY
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HUeE ARREY) FREFE) T ABHANY £
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@ iAol £%5o] g ool wAvt EAsn 27

SHETOl 28 XAX AFX|uEA 24 O L

Trans. KIEE. Vol. 54A, No. 1, JAN, 2005

o F¥4o) Busol gotdl S AYAT A w7
o W ABAAL A= H5AD & Aok 280 A
Bol 21717t s me S8 5ol AdAelA FFHo]
ERE4E Busn AAY oE AdR 249 A7
7 Exd SHgE R WY I AQezy
H 92E 9@l oFlAL AgY EAE W Ao
%, AgAgNAe SHH A9sh FHAGe] §A o] Fol
Ae AR 3 AsHe A3 gold 4 ok

EAZAA ] AFTERA AT AFAH
g T dAE B AHERL, Yobrt AP E
Ry %ﬁiﬁﬂ FogH &l o QA AF= e
! VYA ZAM T3] T2 ALY E &Y
Colg® AAAR ARZAuHE AE AFHAG
otk oE £ 7] W ] Frpgd £ o2 spAs
Aot 4doiME 3EAAM dHE FHERS g
Aujy Brre] ade oA @9 ANsta At 3
XE 49Er|2 gn.

x
:4»

4 BIXE U FUMAAE HE - 24

NEA Pz wA4se $HEFE 5 2HosE
gA3ly] M e £A7ERT giEd XE9d =AY
gustn gojok gt AR AFERe] EAdE A
H A el A 11@11—1"& =349 2AYE Eedes Re g1
o % AopgnH 1%21 B7td F glch Aokwd
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249 F7(AAH B b A s
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7lgk AR Hrharlel = 2esh ok AAwE
F 9¥o HPa= AFrA %H dgHow ATT A
Qo o} ol YAAAL AN sH5A0] AGD B
¥ Wolch uebd slgAldate] i AE wlmst
28% oz By

B w=Roli 2R Ay AR uE i} s}
54 2 QAEHEG g AFBA7=(COC), Auta
Zu] 2(COR*), AokaAx2Fu&(CORYM) A 717 =
EE Aosr)2 @
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coC, - —;—fo— x100(%) w
CORAy = 2% x100
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CO;
CORMy = —3—'5—5 x100
2=.Gi (%) (6)

CO:, CO; & %zt | ¢A7]9) AkEdFMWh) % A

AN BI(W)S Jege, G, G & 2z i 2a7)e
FUAF(MWh) 2 FTANBF(DL Y =9 Q
"x KE 2AAIAES b

@AM A A7GEE KSR A SHYE
RE $A79) AbLAB & ATAAS) BE 27|
yg AbtAgoz Y gelh o]x AHHoz KA
Aol a%5o] Ax BALB] ATER IS s
ag & AGLAR FolH o= AT 7|AE 3 g
EAE YeD. o] g(%)o] 25E AdHez HFAY
Ao A% BAY)} AIERE RRAZAERAD 9
A Yee ofn @t

G), )N AeABr g 2 AGLAANZFTH &L K
DAY A SHYE BE v AfRAEE
AR )RS HFAdAe FRd(EE FLAANER)0E
U gtolth ol AB}HPoz KAAAYAI] A%H 9
HAEF T AGRAL) o= AE HEL AT 9
A& et ALY AN olHF FAER
of e AouAL o] el AM Lol vls A
oz ¥& A%, dBNAL FeAEE ddEEE BG
L% Ay AN AAYE(ES I}
71 } WA Aggds 430 e Aeked
Ze AA71H(SMP or MCP)ETH ¥&
, 27 9B FE£HA 2HOL
S Fo|t), wabd oY THEY
B Aol oma Akt maro)
AAAYG = olyF Sl disl
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