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Study on the Incentive Compatibility of the SMP and PAB Bidding Mode in Electricity Market

JI Ju-hai, WANG Chang, LI Jin, LI Xi-jun

(College of Economics and Management, Taiyuan University of Technology.Taiyuan 030024, China)

Abstract: The two basic mechanisms of electricity market are the traditional system marginal price bidding mechanism and pay-as-bid auction

mechanism. This paper discussed the incentive compatibility of SMP and PAB auction mechanism from the auction point of view, and then make an

in-depth analysis of the reason why power generators abuse market power under the two basic mechanisms. Through the analysis we can get the

conclusion that both the SMP and PAB auction mechanism are lack of the incentive compatibility which make power generators bid according to the

true cost information, so it affects the stability of the electrical power system and the economic power dispatch. Thus,a new bidding mechanism

with the incentive compatibility is needed.

Key words: electricity market; bidding mechanism;auction;incentive compatibility
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