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Unscrambling of marginal cost algorithm in power market

QIAN Cheng, BAO Hai
(School of Electrical & Electronic Engineering, North China Electric Power University, Beijing 102206, China)

Abstract: A deep research is made on the application problems of marginal cost in electrical market. Beginning with the
description of the origin of marginal cost in microeconomics and its introduction into power system, it derives the problems existing
in current marginal cost method used for calculating power price after analyzing the application premise of both. This paper also
shows that it is difficult to accept that putting products, output and cost as the premise of the marginal cost in economics, as well as
using them in the inter-coupling power systems. It can only be used under certain circumstances which neglects that any nodal
voltage is maintained together by all nodal injected power. The variation trend for the tangent slope of the points on cost curves is
various in theory, and some of them simply cannot be used for showing the marginal cost. When it comes to the problem of the
application, for merely considering the POOL mode, it gives rise to the test for the equity and fairness on power market in bilateral
transaction or multilateral transaction.
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Tab.1 Production under the two variables (Q)
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1 20 40 55 65 75
2 40 60 75 85 90
3 55 75 90 100 105
4 65 85 100 110 115
5 75 90 105 115 120
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Fig.1 Production under the two variables
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Fig.2 Figure of the total cost
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Fig.3  Price curves
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Fig.4 Figure of the total cost
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Fig.5 Bidding curves
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