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Research on the effect of market power on generation companies

ZHENG Zhao-dian, HE Yi, WANG Jian
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Abstract: Market behaviors of generation companies are analyzed by using New Empiricism Industrial Organization and the
conjectural variations of generation companies are introduced. After estimating the market power of generation companies in the
electricity market environment, the relationship between market power and profit of generation companies is discussed by setting the
conjectural variation. It is indicated that in order to acquire high interests generation companies set their own conjectural variations to
adjust their market power. As long as the conjectural variation is appropriate, generation companies can acquire high interests, no

matter whether the costs are high or low.
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Tab. 1 Cost coefficients of firms

A F] a b ¢
1 0 1 0.01
2 0 2 0.02
3 0 4 0.04
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Fig. 1 Relationships between A and generated energy g, of
each company
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Fig. 2 Relationships between A and market power
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g, of the third company
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Tab. 2 Results of equilibrium points when the conjectural variations are not equal
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