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A typical case of weak institutional complementarity in institution building:

The design of transmission network monopoly in competitive electricity markets
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I. INTRODUCTION
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II. MODULAR ANALYSIS OF TSO-S
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Figure 1

Graphic representation of nodal pricing on a congested two-node grid
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Figure 2

Graphic representation of redispatching on a congested two-node grid
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Table 1

Short-term methods for managing the externalities of electricity flows (*¥)
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Figure 3

Distinction between connection lines and core of the network
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Deep cost allocation method
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Figure 5

Shallow cost allocation method
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Table 2

Methods for allocating the costs of grid development

Allocation Connection fees Usage fees Externalities internalized by the
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Coordination solutions at the borders between neighboring TSOs
D 0

3 ? D

#) 3

1 ?

= D 5

6 1 67 ?#);
# #):
# #);
D 1
#) 3
" I
# D
< 8JJ0) < < #);
< #);
#
< D
H <
< 1 <
D # D
#); .2 < "99@0k C



3 < 888 *

0
¢ #):
Table 4
Characteristics of an ideal TSO
Missions of the TSO Ideal implementation
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III. COMPATIBILITY OF THE MODULES OF THE TSO
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1l A. 3. The governance of transmission and market design associated with the
externalities of electricity flows
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1l B. 1. Compatibility constraints attributable to incentive regulation
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IV.COMPARATIVE INSTITUTIONAL STUDY OF PJM AND NGC
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Figure 6

Evolution of trends in losses on PJM’s Very High Tension grid
(relative to generation from June 2000 to December 2001 and from January 2002 to April 2004)
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IV.A.1.d) Comparison of PJM with the ideal TSO
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Figure 8

Evolution of the redispatching cost on the NGC grid
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Losses on the NGC grid, with trend
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IV.B.1.b) Development of the Transmission Grid
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Figure 10

Controllable operating costs (£m) on the NGC’s network
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Distribution of new capacities between the North, the South, and the Midlands

(cumulative since 1990)
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Comparison of NGC with the ideal TSO
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