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Comparative Analysis on Cost Reduction
CESIRV e Incentives and Consumer Surpluses by Heat
Pricing Regulation in District Heating Market

Saesin Oh* and Sang-Kee Kim™

While lots of studies on regulations of rate-of-retum and price-
capping for regulating monopoly markets exists, there is little literature
on analysing the effects of regulation in district heating market which
has the distinct characteristics compared with other energy markets
such as electricity and city gas markets. This study is focused on
comparatively analysing impacts of various heat pricing regulations on
incentives to reduce production costs and consumer surplus in district
heating market in which most district heating companies sell heat and
electricity to separate markets that are different to each other in terms
of competition. It condudes that the incentives under price-capping are
higher than not only under rate-of-return but also under no regulation.

Key Words : district heating, natural monopoly, heat pricing regulating,
price capping
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