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AESINGEIE Misallocation of Electricity Resources of Manufacturing

Sectors in Seoul and Six Metropolitan Cities in Korea’

Bongseok Choi”™

This paper analyzes how the inefficiency of electricity allocation differs
across cities, focusing on manufacturing in Seoul and six metropolitan cities.
Using Korean firm-level data, we extend the framework of Hsieh and Klenow
(2009) to measure allocative inefficiency as a function of electricity price
distortions. Key findings show that the inefficiency of electricity allocation in
Seoul, Incheon, Daejeon, and Ulsan in 2019 worsened compared to 2009, and
similar or slightly alleviated in Busan, Daegu, and Gwangju. This result suggests
that the recent policy change on distributed energy sources and the
implementation of the differential electricity rate system by region are

important to achieve the carbon neutral goal.

Key Words : Climate Change, Productivity, Misallocation, Marginal Revenue of
Electricity, Differental Electricity Rate by region
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