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Analysis of institutional constraints in distributed energy policy implementation:
Focusing on implementation of the Special Act on Activation of Distributed Energy
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ABSTRACT

South Korea, like many countries, is moving toward a distributed energy system to achieve carbon neutrality and enhance
energy security. A major step was the Special Act on Activation of Distributed Energy (June 2023). However, despite this
legal framework, the policy implementation has been slow, with notable delays in areas such as establishing a master plan,
introducing a new electricity pricing system, and designating special energy zones. This study argues that these issues are
not simple delays but are caused by deep-seated problems within the policy design and its implementation structure. This study
examines enactment of the Special Act on Activation of Distributed Energy, focusing on the roles of key players such as
government agencies, KEPCO, and private companies. Using policy implementation theory, we identify critical institutional
constraints in the implementation structure, arising from the conflict between the new, decentralized policy and the old,
centralized energy system. The core problems include the absence of a clear ‘Distributed Energy Activation Master Plan,” a
monopolistic retail electricity market that prevents effective price signals, and lack of a clear mechanism to resolve conflicts
among stakeholders. To succeed, the transition requires more than just new laws; it needs fundamental change in the market
structure and the roles of major players. We recommend establishing a clear plan with specific implementation roadmaps,
reforming the monopolistic market structure through gradual retail market liberalization, and strengthening financial incentives

for private investment to facilitate competition that aligns with the policy goals.
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2 B4y 7R A%t A2 BER B AL 2 7]
5hg 4] SEHMOTIE, 2021). T2t} ¥4 A)520]
TAG BACA BYS AEAL S obx vhE
Qorom], W A olF FHEANY o HEE uje-

949 A3}to|th(Climate Energy Data Bank, 2025; D. Lee,
2024; Impact On, 2024; Kim, 2025; K. Lee, 2024).

E3], A8A5 29 9 24 AH, EAUAETL
A7, SHEAL(VPP) 55 5 Ao 414 %S 9
gt 5h9] AP A= 4 F= vHlshH, ¥ 71 1 @
Z9 Mol A AT EEYS AHE XAHD Ag
A T2 HlolA A FAQ A HFAHKEPCO)
o] 254 B3 &3t Al o] BEALLE AFHIL
Qlth(Climate Energy Data Bank, 2025; D. Lee, 2024;
E2News, 2024; Hwawoo Law Firm, 2024; Impact on,
2024; K. Lee, 2024).
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(2019)°]] W=, FHolyh P04 s & LSS
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(Policy Legitimation), @) A|A] 7|4} S-=(Constituency Building),
3 A =ZF|(Resource Accumulation), @ FZ&] A4 @ 4
(Organizational Design and Modification), ® A+d L H5 5
(Mobilizing Resources and Actions), ® 93F HUEH
(Monitoring Impact).
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chew} 2k @ AUA d2HAe] 71e)Overly Optimistic
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W9 (Vagaries of the Political Cycle). & JG-=
Rl o] AEA Ak 7V WD =
@, @& AR B3 @ FA 719 ¥y

[‘Il‘
o
mlo
N
)
N,
_g

rr O{N
S

S

o A7)
o)5o] 87 WA A 44 2 A% AL F9 4
4oz A5} ojele aqlojnz, 2 7o) 2l

AEA Ak 29 BHNHE 2R ekech.
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Fol AAHPLY FAH LMP =9 Al 1% ods] EEY, @ BAtEe BA gk W A IolA A Y G B 74
o] PAHA gkol FAA B AA 43 uE, ® BAIUA AR =A% H]—rE:‘J 7 Fele A5 4R Wede] =95
Aot HF 1A HgR, © ALSFE 7IE 2AST W AFAGAN TAE 20259 69 A AFEAoY, T E 24IUA A
E9] 52 7|&L A3 BRI *c]'Pj*(D Lee, 2024; Kim, 2025; K. Lee, 2024; MOTIE, 2025).
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Table 1. Analytical framework for policy implementation theories

Theoretical Framework Content

Application in This Study

Crosby (1996)’s
Six Policy

Implementation Tasks | Modification, &) Mobilization of Resources and Actions,

Six essential tasks for successful policy implementation:

@ Policy Legitimation, @ Constituency Building,

(® Monitoring the impact of Policy Change

Diagnose structural bottlenecks in distributed energy

(3 Resource Accumulation, @ Organizational Design and | policy implementation by analyzing problems in each

task area

Four main causes of policy failure:
Hudson et al. (2019)’s

Four Factors of

Policy Failure

(@D Overly optimistic expectations, @) Implementation in
dispersed governance, 3 Inadequate collaborative

policymaking, @ Vagaries of the political cycle

Systematically analyze structural limitations of
distributed energy policy activation by focusing on
institutional factors (D, @, @) that can be addressed
through policy design

Kurhayadi (2023)’s
5-C Protocol

implementation:

% Client & Coalition

Five-dimensional analysis framework affecting policy

(D Content, 2 Context, @ Commitment, @ Capacity,

Systematically interpret multi-dimensional factors
influencing policy implementation by analyzing
policy content, environment, actors' commitment,
capacity, and stakeholder composition as

supplementary analytical tool

Source: Developed by author based on Crosby (1996), Hudson et al. (2019), Kurhayadi (2023)

Table 2. Key contents of the special act on activation of distributed energy

Mandatory Installation of

Distributed Energy

Requires distributed energy facility installation when establishing business sites with annual energy
consumption exceeding a certain threshold or conducting development projects (Article 13). This is a

mandatory institutional mechanism to promote the expansion of distributed energy supply.

Designation of Distributed
Energy Specialized Zones

Designates specific regions as "Distributed Energy Specialized Zones," allowing distributed energy operators

within these zones to bypass KEPCO's grid and directly sell electricity to end users (Articles 33-44).

Introduction of Power System | Introduces a system to assess the impact on the power grid in advance for large-scale power plants and

Impact Assessment

development projects, addressing power grid congestion and stability issues (Articles 23-24).

Introduction of Regional

Provides the foundation for introducing regional differential electricity pricing (Locational Marginal Pricing,

Differential Electricity Pricing || LMP), which can induce regional distribution of power plants and electricity demand (Article 45).

Source: Developed by author based on Korea Law Information Center (2024)
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Table 3. Key implementation actors under the special act

Actor

Role

Ministry of Trade,
Industry and Energy

Establishes basic plans for distributed energy activation, formulates and announces detailed implementation

plans, designates distributed energy specialized zones

KEPCO

Functions as existing transmission system operator under the Special Act, responsible for grid operation

coordination and new market participation by private distributed energy operators

Korea Power Exchange
(KPX)

Operates power markets considering distributed energy expansion, establishes new power trading mechanisms

Local Governments

Perform bottom-up implementation functions such as proposing regional-specific distributed energy policies and

applying for distributed energy specialized zone designation

Private Operators and

Create new business models through various actors including VPP (Virtual Power Plant) operators, distributed

Citizens energy developers, and prosumers (producers + consumers), contributing to substantial policy transformation
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4.1. Crosby (1996)2] HzH0|3li il 2

Crosby (1996)= &o]89] 43S sl oA 71A] &
A BgE Xﬂ*l;}‘:iq. 2 HoAe ZF T4 BoNA
[ P ]
| —E—ﬁo&t}.

N

411, M FYE EY XX 7|8t
Legitimation & Constituency Building)

M (Policy

Crosby (1996)= “d&o]349] A TGAE AF H3zlet
AA 719 5 AASHAT AY FHI= 8 A
BAAES0] N2 FAS "asty uFgt Aoz gt
OFZ0|=% sh= IAolm, A|A] 7|9t 52 AF W3t
9] ggg W= kS 2A 5t AHS AAoh= A A
Ae FAotk= Aot Ay A] HH2 o] = =
W oA Fiet FHE Holil 9lth

AA, B4 A3t SHoA AAA ol ol Anf
shoich. B4t A &%t S8 =35 Faste] |
A AFS FdEF o, APHI FA Fstol= g
£ tEdn. EEYS AA A4 AFREARZ
(SMR) Z3t ofF ZEA|o] A 5 I BHEZ T
oA AASEAY FollshTHK. Lee, 2024). o= 2
< dTstd= FA A =27t A8 AR, Y &
oF o 7] WAH meg sk o]d A oA
A 5H& FshA])= 2900 R ZRg3ich 3§ A
Y o]Fo= ¥ A5l AT 7|EAEo] o5 £
Hxl Oro A Z(D. Lee, 2024; Kim, 2025), 9] 14|
A F3e} o|F wgFol| gt AFSlH Feol7F EAHTS
Hojgrh dizor ZAtoluA] FAe F44 HAst
£ 2432, Crosby7} x5t Ad4 F4 A=
e siA] 3t

EA4, AA 7|9 FHAM T A4 SAE Bt &
At | 2] A2 A9 a1, ARHA], 97t AAA; 5 o F
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253 9ot Bobt AeEolt
(Impact On, 2024; KIER, 2023). o]= A 9] - & 47|
, g 5% BAA ol9o] FHAFIEA
S dEolnt W AUAES BHY 4o
FAZ Qs M2 A XY G0 lor, AY

FA1E £k B A] HHlo] AABINA ol Hsg

o 24 "RUOILIX] 2Hdst S8, 0 HIFYE Faoz 1217

7HATHEA] g5 Q1ASHA Zokal Ut

AZA o8 HAOYA] AHL Crosbyo] FH 35}
o} A7) 7|6t FEolgks T 74A] HA P BFE A
wjota Slct YIRHRE Q] HF/g SHEot ol ZEE 9] AL
34 AA] FAolgts & SHoA 9 Aok A& o9

F48 A2 AAEa ok

4.1.2. A1 & A SR19| $tH|(Resource Accumulation
& Mobilization)

Crosby (1996)= 491 47} 4 SUG TE3H0] A4

Sttt A SAL A ojdo] Wad A, 7144,
AHH A SHsts HAHolw, Y FUL Hug

O

AUe AA) A Hslo] FEIEE oY FASS &4
o] sHe Zolck. BAIUA] HAL o] T 2 wE
A A7 Aokl st ok

A, A FH ZHoA AHA AR AL S
7t EFEsIt AAHoR S BE BieluA
AL J&5A D APy, FAYe] ol glol,
A 27] SA 8-S BASIIL 5014 Suse o 2
2491 ofzi-go] AUTKD. Lee, 2024). ABFoNA 7]}
dst @ 7] FAuE A 29 275G of 3]
A|gtA] o] tHE2News, 2024). B& L2291 ZAl= &4
oA ol HEsHe A8l AAH WG B4 A%
@ TRH FA. $94 AU B 5ol e 2AAA
b wEs AYsA gekthe WolthD. Lee, 2024;
Kwon, 2023). BIZk AgJAHEo] el ) 50 9]9] %7}
Holg AAolA B4l ojele TrolAE Bty
A £t e AAH felo] oFe 4ol gick. WA
4 24 ZRAE BAllU A B 29 At tixg
Qzel, golg Tl Adw olE 2UY WE A

=

shuz} 28] o]Foixx] e AHoltkKwon, 2023).
A, 48 54U 2 ol 245 4 9%
o mFsit. BRAYBAL SUHo] Aoy A5aT
ALMP) £Q9 WA 2AZ niegieols B7etiL,
LMP =912 918 A4S Aol 444 49L&

o]Z] @31 QIt}(Climate Energy Data Bank, 2025; Impact
On, 2024). S 7191] YGOIH AANA W& BeHS
A9 7% A BES I & e A0 23
o7 YAMR] U= AL A9 oA A 4= 9oy,

o] M olglo] Alzkat Fof Qolo] it ¥ AJg o3
55279 o SE% g GUitt /|2AY £,
AF

rolu 4] E5bAo £ ARARG ul, qE A7l eF
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ASA £ A7), BAHe] B A, AAES F1E 5
sAAel AR FHEo| ods] BLASAL vgkw
A o]t(D. Lee, 2024; Kim, 2025; K. Lee, 2024). o|=
B BEE U4 Y502 ARAYE 24 AL A5
ob7) 9T Qle-g ojugitt Eat iz AlIAE0] M3
X Zols fu8 Poket QAR 2R AgA 1
7F 5L P BES Rol 1 9lrkiImpact On, 2024).
Arpom Baolix] HAL Crosbyo] A4el 23}
oleh & TQlolH BE FHhe A%E =e w9
o AR HAE A ot BEEG Ao, &
wEl ZeutA A4 43 W82 ojojA ¢ ¢ 7
YZo] RAjste] Aol 4 el whA 9t

413, =% HA 2L 239 HM(Organizational

Design and Modification)

Mg BH] 4B oW AL /|E 27 T2
of AdS AEASAY M= &S HHdloF gh
124 Crosby (1996)= 71& XA E0| #3to| Agsh=
Aol AUFE AASHUT Aty Al AL HiE o]
AN 724 A BT Ao,

A, A Bl ofg Aol Ry, S
StoflA P 7|E FHAAE LFARA Y XS
ASFAA L, BAlo) WIZF BAOIU A AAAES A F
ol & Tedfof sh= olFA Ao o At 1Y o
A 412014 Eol3t ve} Zol, AL HHH A T
F71dolgte B4 AU Al @437 A4l 7=
L AT 5 Uok= e A5 22F HS| &=
Zo|t(D. Lee, 2024; Impact On, 2024; K. Lee, 2024).
AouA] AAZY AFS A ATL Bt B T
P A ARt S - EE st Al HYAdS A
A= ATEFGZ(System Operator)’2 AT A
F3ITHK. Lee, 2024; MOTIE, 2021). 121} 0|3t o
MG 92 2% /Y, AAEE X Wek 4T xz
A QA ol AAZCR FHEA gt ek

=4, AF o] AT AHUIA Fo] Fuo] EF
Sttt SYFFRAFTSAER), =AY AL, Y
A d, AR 21] Bt 9 Eu 24 #HAY
Zol -EA FUTh. 53] FH o]y HAoA LAY st
L ojdad 3B 2ok BeAS AT 4 A= 5
FAQl AMEA 77 BASHEHKIER, 2023; Kwon,
2003). BAUA BT} ARANEG SYsA B
BE AL FAL FAH 24 A A7} vERRE Ho

P

do &

= ¢ fo oo fm
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4.1.4. BLEZ XA EXH(Monitoring the Impact of
Policy Change)

41 o) vhAet YL HH Ase] ENE A4
o= Helskn WaA Syt Aolo ARA BUE
Y2 ML WE YA RS Bk AA, Te)T o
Su AUl Bastt A4 0 o] Zuo]
A5 Zop} BEG Aol

A, A3 BUEZY F AA7F BAek @A
411014 =03t uls} Zo] BaeuA] BAs 12 AY
o] SYEA] ke A Halo] FAH ZHe} A of
W AP, 127 0% Wie AR/ kA=A WAL
oJn|SFCHKIER, 2023; Kim, 2025; K. Lee, 2024). 7]E-7]
3 ol o] AHEG} WIS ABHOT ZHY &
glol, BE oyl 431E WSk AE BrRsa

54, AAH W=D fAYZo] vFITE G of
3 oA et BAIEE 271 ghefstal o] &
A 270 B9 ¢ U= A=A FA 7} apEE o] QA
ATt 2025\ 7] B4R E3FAH 2|70 XY E]
I o, olg £ Y AHE %A HUEPst
I FG7ESE ZRIA ] et FERt Alglo] A|A|EA] gl
Qlth(Hwawoo Law Firm, 2024; K. Lee, 2024).

A= ZAeUA] A2 Crosby] ¥ ZUE T ol
A= SHeE oFE Kol Qi ol AH o] I &
AFE HAlof WAt Bk AL oFEA TEH, A
Aol Aade AEH 0w AT 7|35 AASHA gt

Ol

4.2. Hudson et al. (2019)2Q] MIAIIY QO B

Hudson et al. (2019)2 A=A 9] Y] 7}x] 2 891
S Aot £ HoAE o] F AxF 4ol 7HsSt
82152 FAHLE AR ZA9] A AT

421, XUXA YHEHel 7|H(Overly Optimistic
Expectations)

Hudson et al. (2019)2 & Aujjo] X HA QQloz
A 21 g0 285= AlIZE HE, A¥S BAagTt
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LR Y2 OfRYIzO| M=K Kiof 201 24

(o]

U, A =oft vioh 2ol J|RARRR YA e
A 94 ol® AFSo] A% AL YrkHwawoo Law
Firm, 2024; Kim, 2025; K. Lee, 2024). o= Z& £ ot
Aol ol Wast A7kt BAS S8 LA
UFE THs L AT FYUEFY WY AAPE B
APOR AVHE AL /)& AL ALK ZHA
e =ae BAYOIE, ¥ ARoE AFHo P
=37} 949 Holehs 4B 7|t Al oz B

Qlth(Kim, 2025).
ES A 412014 EHG AU 22 k] et
A2 A glo] ol APHAHE HS g S v
t

Kim, 2025). 24U A S AsiM= gt 27] F+
Aot A& A Aol Hagtolx, old Ht F&

st 312 glo] Azo] 4 Zuo] grk.

422 i X HAHQ Ex{(Implementation in
Dispersed Governance & Inadequate

Collaborative Policymaking)

Hudson et al. (2019)2 EALE AWPAo|AQ] o|d) &
Aot A A8y AA,dE A A9 =2 ¥
O = AAseh ‘AU A HAL F4-A 1F 2
olsjAIR} 2t Y F SHOA BF £2H AE &
HyaL Ut

AR, LT} APEHF 7 Hrt H]lo]
ot S SYFEIL 71EAYE &
7F BAY A B3RS AHske &
O, AR o|FY BP0 A SF A gt
A &A7F BEStA] bt A AR
ok AASHAIRE, AA HPL AAA
& 5 E59 7)) 4tE|o] Qlof 24 9] of#Zo
AISFEHD. Lee, 2024; K. Lee, 2024; Kwon, 2023).
2025 AARE7] 770 AAA7E EAtou A B3R 2

e
ob.
o
3

-

Iﬂ.l ol
b R

2

ofr

el

=

M

o)

o,
)
s

=

2oy
)
o

1%
o

ro rir
ofN ol mE I 2 P x0

f_u
¢

—

b i

FRE AGHYOL 2 A9 AolA] AU BEw,
He 3 4% B A% A9 49 T2 Fo Aolst
of Ao

were Tels ey o)y Mol Washt
3] R & Alejo|th(Electric Power
Journal, 2025; Kim, 2025).

S, 94 o FAlete] Bt REqTt. A BA

FEMOIUX] st S, 0| TRHIEE SHo= 1219

gk ePdel AT 32 A o XV|REH THZ &
92 wEYE ZojSoln 159 LeE shashy A2
2 egre AR o] I Ajoltt. Tzl
St A9 glo] AHo] siFAlow ARSI, 11 4
o grie] A3 Thga Aol YR BAV B
T3l QIth(Climate Energy Data Bank, 2025; Impact On,

2024). ERF AR FH O JE2 T AR A
o FRI9 A=A Zojof g o, AW 1 30
A 0|9 AL AAF R FHotal Hhdsh=s HE4]
BAAA Tpgo] H83) A5 ehekrhKorea Institute
of Energy Technology, 2023; Song, 2019).
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A4 I AW AL 22 FAGE] A 6]
CEC S LR

4.3. Kurhayadi (2023)2] 5-C Z2EZ &M

Kurhayadi (2023)= A4 o]3o JF& v|A= 4l 7t
A 2L (H-E(Content), W= (Context), FAl(Commitment),
A (Capacity), 18 L ASH(Client & Coalition)) A|A|
St B HoME o] 5-C ZEEZO] TWHA KAl
WA Ame Egdes wag,

A7, W-&(Content) ZHOA F2] E3k0} f1ho] B
Soh A 4113 414014 A vt o] 71 %A
gjo] SR gt He] FAH BES okl ol
oF ESF EAtoHA] o HA] 7]E, SR +F A,
A3 TAH A 5 WA 33 2uH50] 59
Hgol =] AAY EBLS AHolthD. Lee,
2024; K. Lee, 2024).

=4, W (Context) SHOJA = o] o]ghd &7l
FzE 02 B gRe] AAAAL FRALBAL
Szt Bole SHel 722, oldt B4 7 o
oA B4R &/448= 7€ =3 AFIALY ol siaA
o dAFog FESIT BN A =4 W A5H F
WUEY W A2He] A2 deye Pe ARy B
4 e JloH, BAgoR o] HEe ALY A
A& AA = At ZAolch

A, A4l(Commitment) SHHOA A o3 F=4]
A7} Bzir}. 4.1.29} 4.1.3014 B3 34
d1gol 714 EH oIt} BHE 7
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Ao AZAor YA L1 YrHClimate Energy
Data Bank, 2025; Impact On, 2024). 43X A EYH
H AR o|F 7|1EAE +H A4, —rﬁixl o] % leﬂ
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<o) ulgatet. QA AHAE] BAIE upel o, AR Ae
2 7] BAHE B, 24bEe] B, AlA] o" 5ol
228 vlEEA Yo} Wk FAE $elsl] ojFLhD.
Lee, 2024). 71& 9 Qlzet ZHo|AL BAoux] £
== FIRF HAE 1=z, oy # AAH, TN

LIY AR Qe ARt BEEE, AH P

A4S 583 Efstal Aokl 27 01‘53}.

YA, 14 9 AF(Client & Coalition) SHOJA] A2
o H% St YT A4 Aol FHHA Ik
o} 9 EoI% vhe} Pol, Batellx Ao FeA:
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I QITHD. Lee, 2024; E2News, 2024).
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