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Abstract

Market liberalization has an influence on the investment environment. According to
the option value analysis, uncertainty in investment decision tends to make small sized
power plant more favourable because of its short lead time in construction and of low
capital investment. These small sized power plants are largely using fossil fuel under
current generation technology. If Korean electric system becomes dependent heavily on
fossil fuel fired power plant, stable supply of fossil fuel will be very essential to secure
stable electricity supply. Taking into consideration these circumstances, the introduction of
additional nuclear power plant is needed, because its fuel cost is small comparing other
power options. Therefore, it is required that nuclear sector remain public company as

reflected in the current liberalization plan of Korean Electric Power Corporation.
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