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ABSTRACT: One of the most important aspects that may
affect market welfareis that related to the low demand elasticity.
This stuation may grestly impact the market performance
causng low efficiency, high prices and a disproportional
alocation of surpluses. The structure of electricity markets is
usually oligopalistic. The possibility of gaming the market is
amplified in the presence of low demand dasticity. This paper
proposes a modd to assess the role of demand easticity in
mitigating the effects of supply side strategic bidding behavior.
We model the supply side in a Conjecture Supply Function
(CSF) framework, which alows incorporation of exogenous
changesin demand elaticity and different levels of competition
in a given market. The impacts of demand responsiveness on
the market performances are assessed through a set of proposed
indices that are applied to amodel of the Italian market.

KEY WORDS: electricity markets; demand elagticity; strategic
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r =d;+d,D (@D}
e r A D hiiiigdekE:  do R akERA
da A RPRAE () -
it SRR ERIE N
e =(dD/dr )X r/D)=r/d,D 2

SR dy M1 dp AEARFE IR 8] BER T8 T BLisE
N [ SEAEL o X ANTR] (KT A A% e SR i 1 P 3 o i 2
i S T2 10 2 2% A ek - e et ) 5 PR R A T A
Mo T VPAL SRS A4 e H D T I
IBAT RO, ASSCOA BN 1 L B B A
KPR AR S R IK) B K 755K 22 Do W24 7R
WA BEA AL [ E Y, RIPTA 75 5K 2N 24 T i
Wt K SR i, AR E AT RAT AN IR (R s i WA
WE 1o A RN TRt I U A R, A
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Fig.1 Demand model for assessing price responsiveness
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Fig. 3 Surplusmetricsin eectricity market

A (€)= -[AS (€)+S (€)]
A (€)= AS'(€)-S(€)
K o (€)=DS’(")/S" (")
K, (€") =DS%(e")/S% (e")

4 HinE

A SCET XS R B A TR, B R
FIE AT AR 7 AN TR B A v e 4
B W 1o KPR LR AR R WL S R 25
G LA A A (N H OLS, Ordinary east
square SKHEATEIR IS, RE> 87%), WK 2.

%2 TS E TS (ro/Dg) KA TE
KNAIHL ) T3% 2004 4, 4 H 6 H, 10 £ 5L B by
A 5 45 Fer 0 =85.42 €IMW, Dg'=44450 MW, & =
-0.05. H4h, ¥EH 6000MW HEIHLHE, Kz
B VA8 B 5 2R B F N B HAE Bk 2e 8k 1 A
B o R IEWEBAIIELL (rr=0) . IEWIFTTH
W, IR S TN 5 o IR SRIAPEE [RIFEAR
SRS I i s s i, IR K, M
0.869 F£% 0336, K, f£-14.29%71- 8.7% [1] 4%
31, UL TS AT ROCR I . KR 3 - 0.05
PER- 0.1 15 i T & HiL 7 S s R ZRA T A T 3 Je M
FH P A% 31 % Fi i 0 1 22 B 28 2 B A T3 50 %,
W 3 124 o [N, A S5k R fabs
AS (") K (Lt RN ) RS I 7 2 72 2 2k AR Ak
Eh AS>(E) N HI R A AE R HL T S g RAT
I R T 1R SE A Se T AR . Bk

F1 AZBENARSHEK
Tab.1 Generation mix of thefirms

(18)

MLl KR MW
5 1 2 3 4 5 6 7
K HLHLAL 4500 4500 400 500 1100 800 2200

FERFAPLZAL 500 0 0 0 0 900 2800
PRI 3000 3500 900 1100 O 0 300
PRI 1600 1600 2400 1800 1100 1300 2200
PR-HEHLA 1800 1600 900 300 900 O 0
PRh-E- L4l 800 800 O 0 0 0 0
SempLE 0 0 0 100 O 0 300
turbogas#141 1100 1200 300 O 0 400 200

R2 REHBRHRAK
Tab.2 Marginal cost coefficients of generation firms

" LR
A 1 2 3 4 5 6 7
Cz (10°) €/ MW? 315 3.15 5715 664 1077 1037 4.29

it (EIMW) 12.61 13.76 13.92 17.11 10.33 15.65 14.86
FEMW 8800 8700 4500 3300 2000 2600 5800
T 4% 2465 2437 1261 924 56 728 16.25

KHHI4/MW 4500 4500 400 500 100 800 2200
KWL 451/% 34.62 3462 3.08 385 0.77 615 16.92
B 2731 271 10 7.8 431 698 1643
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i, FsRONMERLE, $ e R T B Rl
TSNP AT B AT (B BT R R
AT AE A 18 B0 17 35 SR 3
AT, — M- 0.02 - 0.2, T LR E kB A7
SE MR % 445 v b 135 M AT I
HTEAT A5 . RS AU KO L P Sk
BRI T M4 R . 9 b, kA
2 B RS BB T2 e 5 S S 1 4
e BRI, (KB 490 LATHOTRs PR T
T AR B 5% 92 bR 45 B | B= 85.87ord =
85.42:D°=25.444MW+19.000MW»Dy =44.450 MW).
R 27 S S L 17 59 7 200 75 SR SR ()
S S H R (0= -0.05) . AT 3 1
SRR RN T 3B AT RO B AR
45 5 R R (1 B 204 1T 0 L
FEFWIGE, Lerner fk i B HEAG. M, U4
K oo Ko K B 75 SR 2570 1 50000 i e
PR L . P LRI 3 A SRR R
AR P 0 353 2 B 1 B A 2K 3
Gty FHUAESE R 5 15 TR, W& 4 % 5. 6
A1l LAt 3 A3 4 vh EAT IR T 5 7 00 09)
A % 35 6 ATHITTH I NI 42 LTI
WrReAE AL, AT O sk - 0.4, R sk

HPEA- 0,05, PL, $EETEGREEE(r A O $EmE)
135), HAFIHE SR K (M- 0.05 F]- 0.4) 7EFF{K
HE M AR R o 2B ReR iR b Bk b
TR BRE I R G, (HIX PR ARG T SR
TR IHAI Y, XERASEL TN ST
DTN HLAE = A P A HEL S SIS it vl 3 AT Ao b
PR R E TS, IR = AR R R
r LU KA = At iy A 4ilt— e
SR, T3 33k H R U SR SE AR (LRSS R
BT TR AR SR SO iy AR i HL RS R BE P
HFRAC, TR AR A BRI

Bl 4 St VR R R A a O A R bR AR
e #, ERTERIAMET, KHEE 1M 2 Hiins
R A 27.31%H81 27.1%, W&k 1. 2), ‘E
FEAMG R A 34.62%7K FEHLALG A7), HA
AT A= 3% s A B VLN . S AR G, it
BUNOE R B TZE T RBE1M2 1
ST AT R, AEAAATII A = B a8 O BT O K
B T SRS e, R 1 R 2 (AR R
LI NI R & Sl N L Sy Gl gy & S oy ea
FOLAN 2 4R PRI, R MLPE ISP ek T A
R A O A

*3 Fﬁiﬁﬁﬁ#‘éﬁ(ﬁlﬁﬁﬂ)(rl =r,=r3 =ry =rs =rg=r;=0)

Tab. 3 Market performanceindices (cournot model) (r; =r,=rz =r4 =rs =re=r;=0)

& &° | * 7° D*/MW D9W K, Ks% DS/(10°€) DS/(10°€) DS/(10°€) Kps/%  Kpso/%  Kad/%
005 -028 515 39273 25955 20872 0.869 -14.29 7.122 -7.989 11.385 _3361 4790 2554
010 -030 505 21883 25290 20499 0.769 -13.00 3.45 -3.854 5.460 23118 4418  27.47
015 -032 497 15996 24695 20195 0.689 -11.71 2.227 -2.475 3.714 -2892 4062  29.31
020 -034 489 13110 24172 19887 0.627 -10.82 1.634 -1.810 3.477 -2717 3800 2813
030 -039 476 10318 23283 19274 0538 -9.80 1.070 -1.182 2531 -2479 3459 2457
040 -042 466 8878 22558 18787 0475 -881 0.793 -0.872 1.649 -2283 3164 2361
050 -046 457 8090 21955 18287 0435 -8.72 0.643 -0.708 1.209 -2174 3047 19.96
060 -050 450 75.60 21445 17855 0.405 -8.69 0.546 -0.601 0.992 -2089 2958  17.45
070 -053 443 71.80 21009 17472 0382 -8.74 0.480 -0.528 0.851 22025 2898 1540
080 -056 438 68.90 20632 17143 0364 -875 0.430 -0.474 0.756 -1967 2842 1396
090 -059 433 66.60 20302 16858 0349 -8.73 0.392 -0.432 0.685 21917 2790 12.92
100 -061 429 6470 20011 16608 0336 -8.70 0.361 -0.398 0.628 S1871 2741 1214
% 4 T‘ﬁiﬁi?f?‘é‘ﬁ(rl =I=I3=I3=I5=T¢g= r7:135)
Tab.4 Market performanceindices (ry =r,=r3=rs=rs =r ¢=r,=135)
& & | * > DMW DW K Ks% DS/(10°€) DS/(10°€) DS/(10°€) Kow/%  Kosg/%  Kad%
005 -005 515 8587 25955 25444 040  -1.65 0.870 -0.88 1.28 =372 5.37 545
010 -009 505 8042 25290 24435 037  -267 0.730 -0.74 1.07 -6.01 8.68 5.93
015 -013 497 7658 24695 23598 035  -3.41 0.630 -0.65 0.94 -759 11.00 5.79
020 -017 489 7342 24172 22894 033  -393 0.560 -058 0.84 -8.65 12.60 5.74
030 -023 476 6887 23283 21750 031  -470 0.460 -0.48 0.70 -1000 1470 5.28
040 -028 466 6554 22558 20865 0.29  -5.19 0.395 -041 0.61 -1076 1595 4.95
050 -033 457 6296 21955 20157 027  -550 0.350 -0.36 0.54 -11.10 1665 474
060 -036 450 6090 21445 19578 026  -571 0.310 -0.33 0.49 -11.30  17.05 459
070 -040 443 5921 21009 19094 025  -585 0.280 -0.30 0.45 -11.40  17.27 4.49
-080 -043 438 5787 20632 18677 024  -598 0.260 -0.28 0.42 -1150 1745 433
-090 -046 433 5673 20302 18315 024  -6.09 0.245 -0.26 0.40 -1150  17.58 418
-1.00 -048 429 5576 20011 18000 023  -6.18 0.230 -0.24 0.37 -1150  17.66 4.05
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Fig. 4 Producer surplusshareindex under Cournot model
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