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Competition Policy and Open Access to Essential Facilities in
Natural Gas Market"

Eun Jeong Heo* and Myeonghwan Cho**

ABSTRACT : We introduce a simple theoretical model to analyze the welfare impact of a competition
policy in the natural gas market in South Korea. An incumbent monopolistic firm currently owns essential
facilities, but the competition policy mandates that the firm provide open access to any entrant firm,
charging an access fee. When no regulation is imposed on the fee pricing, this policy increases social
welfare as well as the profit of the incumbent firm. When the pricing is regulated, however, social welfare
depends on whether there is information asymmetry between the government and the firm regarding the
operating cost of the facilities. If the government has complete information, social welfare can be
maximized by choosing the optimal prices. Otherwise, the government has to set the prices based on the
information that the firm delivers. We formulate a Bayesian game to analyze this case and identify a set

of perfect Bayesian equilibria to compare social welfare.
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2 et 4] (1)9] A7kl dhat A3t Bl 2R} 817kA0) 712
2 o2l Ao 53 4 (3)°] CS(Qip) & ksl A0 olajat 4 9l 4]
(DY) 83 p=a— Q9 o] AR J4=Q2 2 X (inverse demand curve) 0.2 3T
8 5 9}

ol2g A M A7t 71 1371 29 23| ST 71 12 7S
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-
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o5 WESH HAZEA0 718 pl o3k 2 ou] o] Zlo] A3HANA 2o #F

rcy + 0cy + acqcy

(56)

¢t eyt

012 41 (53)7 (54)°]] THIBH, 07} eej x| i o=adn] 4wk r 2 AR E QS 1)
719 13} 7]¢] 20] AAFEES: THET} 282 oF 4= 9l

- r—0+(a—0)c,

01 (77 (T,Q),T,Q)— Cl+02+0102 (57)
U 0—r+(a—r)ec

oy(n (r,0),r)= - (58)

¢y tcyt e

OA| A2 A | A Hd ] &R0 tieh o] e S A EAL 4 (57)3H(58)=
03} g, Ol T ABHE AR A2 vt o] Y

W= (0l +0) = 30+ )~ [ St + 000+ a0) - [ Sead) (59)

1
20t eyt egey)
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ojwf FH= 7] 10] TF3t WA ] mE W2 4= 913l 05 HEs] upofeh = gleu
2 7)Y 10] Bl HA| A= vlgto 2 A3 7|t AFS] S A (expected social welfare) S
Sdiskelt). #7]9 " E fI5ke] e, = HAIA m S W2 2 2 shof ATFAA|
ofef A AH7} ool thall F/Jot= 21K 7RIS, e,, = El0Im])2F34aL, v, & WA
A mE Woke 270R dto] HRIL 070 diEl FAoHe AR VAN,
v, = E[0?Im])olet k2t A2eA oA FEIF w AR m& B3 F

Ak ul HE7E SdslelaAt she 7| AR A vhEat 2ok

1

E[SWIm] = 2((:] +cy +clcQ)

X (a2 (c1 + c2)— (c1 + 1)7“2 + 2(01 + l)rem — 2a(cl + 02)em + (02 — l)vm)

ol& Ftgtet= T4 JEE r2 o9 AlleA 2z whEsfof gtk
dE[SWIm] 6 +1 N
dr B ¢ ¢yt ey <e"” r)=0 (61)

upehA, A2eA A ] HE4 g rof gt ARl 4@ p* = o2 ok
e =E[0lm] Y i,

p*(m):r:em. (62)
=, A= TR HAIA m oFl Afalo] 7| dishe B ] 2-8-2] 2HA|H] 8- L A|5)
E8 WA 4R 1S AT 4 (62)9) ol AN B4 HERE 44T
oH, o5 2] (56)°ll A 3to o] %ol 2 E= HAVFLY 7 & thadt 2ol =58
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c; t eyt
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¢t ey tceey ¢yt eyt e
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e, =E[0lm]%} ¢, =E[lm'] e} 312k u' 7} FFAo] 57] YA x, (m)2H
m (m")& 4] (66)2} Zro] ALoJstal, A2}t 35
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2 A ols},
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o] A&dsljoF gttt o714 A} = A > 0940 < 3 < 1S THSSIch

theo 2 AL 4 7 o' FEE 7M1 =R Lol ] ) B 1S Al E
Ak oF YA A& ZZH= A A A ol A HHE7} g of

S
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FA 753 719gkEe Jgtolgl Hostak &, £ ()2 o 9= [0,0]9 ojd
mesupp(p*(0)) o] Hall e,, = E[0lm]& T+=E3}= e, O Fgolth RxAe] 1 H

RERE 1 ZFILU o P E ()2 T ALK = 18], << e, & W53
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R 3 o/F {y,,-.y,_,)C [0.0] 7} EFle] oSS wESIIT 3L (i)
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eptepi 15
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3Z(uniform distribution) & Zt= F-2+¢] M) A| X](random message) m= HWHT}27)

& (M*) = {61’---761"}'0]‘:}-
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22 sjo] Auk Yehbs 21410] o] 8- Z7hA12 4= 98-S mo| Hrk. 57} kol
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0<y,=—— ——>a< — a (73)
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23 _Q—ﬂag 575 _2_ga:yk—1§9 (75)

o] YR, 4] (74)7F etk webA 719 12 AllA o Hek p 25 o]

A 304 AAE A2 p 7 FE ol ©7] A= A2l 39 () (i) (i) T
= {yps sy 1 € 10,0 7F A SHok ek & =191 75 ()T (ii) 2} (iii) & WHE3l=
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oA o2 5 e T2 HIA A& HUW AL, AR o E g HI A 2] m& W=t} 5T
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Al EBHA =t olek ol 7] 1o] &
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AN 9L 4= Qlek. S, A2 39 ()2 )2 (i) S WEBHE (yy....op ) 7H
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*

N
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28) el 4t of W Weko] FYo 7] $19 WREAL AN A2 o Hepo] olele £ AL WETITha A
o] ko] Folehs A BASIA Ralth. v, g2 38 A 40) 2L WESHe 543 defo] 7
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Sl 14, © [0,8) ok AH0] 9] eI e, b ElE S e H A XS
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U2 Ay stk =3 4 (69) 25 E, HE 0= 0, il
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o] AslioF gtk WA, ZF k=1, ..., K t8f y, & 4] (76)2 Zo] HLJsHH, 0,+=
Wi 1>yp) € Oy C g 10y, & WSS 102 Yepdtt. 23

29) o]of| t 3t Z14-2 Cho(2013)2] Proposition 52} Cho(2019)2] Proposition 2 2] 57 7} -G-AF1A| g, =x}2] H
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SEafof ek A8 Btk o A7 thee] o] EAISRE A, of
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