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Impact of capacity compensating methods on generation investment

QIN Xu-bin, ZOU Bin
(Southern Yangtze University, Wuxi 214122, China,)

Abstract: In this paper, an agent-based simulation model of static investment in the market circumstance is developed according to
the problem of ‘generation investment in the market. It discusses the impact of the British capacity compensation model and the
two-step pricing method on generation investment. The results show that the British capacity compensation method has limited
influence on generation capacity, and the inspiration of the two-step pricing method on investment is smooth and effective, but it will
cause over-investment. The influences of capacity compensating methods on the investment will not only depend on capacity
compensation, but also depend on how to be compensated and how to compensate, so how to choose suitable capacity compensation

needs further study.
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