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Potential Impacts of Introducing Residential

ABSTRACT

Dynamic Electricity Pricing’

sk

Jinhyun Kim™, Dongsik Jang™ and Jiyong Eom™

Based on the generation costs of electricity and large-scale hourly
electricity consumption data, this study investigates the potential
impacts of introducing time-of-use (TOU) pricing to the retail electricity
market, currently operating under the increasing block tariff (IBT)
regime, on Korean households. The analysis indicates that TOU pricing
is effective in reducing peak load without harming social surplus. About
60%~70% of residential consumers are made worse off as cross-
subsidies under the IBT are alleviated. In particular, most of the
households with low electricity consumption lose their welfare
irrespective of changing TOU pricing structure, while low-income
households that have been specially treated with bill discounts are in a
favorable position than general customers. Peak reduction is weakened
in the opt-in TOU scenario without apparent redistribution between
customers, which indicates the necessity of market or policy
interventions for alleviating distributional shock between customers.

Key Words : Electricity Pricing, Increasing Block Pricing, Time-of-Use
Pricing, Cross-subsidy, Electricity Market
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