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An Analysis on the Generation Market Using Stackelberg Game Equilibrium

Jin-Ho Kimt, Jong-Bae Park®, and Jun-Ho Park!
tPusan National University, Konkuk University

Abstract - In this paper, effects of the subsidy in the
electricity market on the market equilibrium are
analyzed. The generation competition markets are
considered as the basic market structure. The market
equilibrium with Cournot game model is derived, first,
Then, the variation of Nash equilibrium is investigated
when the subsidies to generation companies are
provided. The market equilibrium with the subsidy in
the electricity market, which is equivalent to the
subgame perfect equilibrium, is analytically derived
using  Stackelberg game model and backward
induction method. From this, how the provisions of
subsidy to generation companies can affect the
strategic behaviors of the generation companies and
corresponding market equilibrium are explored, in this
paper. Numerical examples are provided to illustrate
the basic idea of this paper.
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