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Abstract

We try to better understand the comparative advantages of structural and behavioral remedies of
deregulation in electricity markets, an eminent policy issue for which the experimental evidence is
scant and problematic. Specifically, we investigate theoretically and experimentally the effects on
competition of introducing a forward market — considered a behavioral remedy by the European
Commission. We compare this scenario with the best alternative, the structural remedy of reducing
concentration by adding one more competitor by divestiture. Our study contributes to the literature
by introducing more realistic cost configurations, by teasing apart competition effect and asset
effect, and by investigating competitor numbers that reflect the market concentration in the
European electricity industries. Our experimental data suggest that introducing a forward market
has a positive effect on the aggregate supply in markets with two or three major competitors,
configurations typical for the newly accessed and the old European Union member states,
respectively. Introducing a forward market also increases efficiency. In contrast to previous
findings, our data furthermore suggest that the effect of introducing a forward market is stronger
than adding one more competitor both in markets with two, and particularly three, producers. Our
data thus provides evidence that behavioral remedies may be more effective than structural
remedies. Our data suggest that competition authorities are well advised, in line with EU law
(European Commission, 2006a, p.11), to focus on introducing, and facilitating the proper
functioning of, forward markets rather than on lowering market concentration by divestiture.
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Abstrakt

Pokousime se 1épe porozumeét komparativnim vyhodam strukturdlnich a behavioralnich opatieni
deregulace na trzich s elektfinou, coZz je vyznamna otazka pii tvorbé vetejné politiky, pro niz
existuji limitovand a problematicka data. Teoreticky a experimentalné¢ zkoumame efekty, jez na
konkurenci mé zavedeni terminového trhu — povazovaného Evropskou komisi za behavioralni
napravu. Srovnavame tento scénaf s nejlepsi alternativou, strukturdlnim opatienim, které snizuje
koncentraci tim, ze pfidava dal§iho konkurenta pomoci divestitury. Nase studie pfispiva do
od efektu jméni a pomoci prozkoumani pocti konkurentli, které odrazi trzni koncentraci na
evropskych trzich s elektiinou. Nase experimentalni data naznacuji, Ze zavedeni terminového trhu
ma pozitivni dopad na agregovanou nabidku na trzich s dvéma nebo tfemi hlavnimi konkurenty, coz
jsou konfigurace typické pro nové piistoupivsi, respektive staré ¢leny Evropské unie. Zavedeni
terminového trhu také zvySuje efektivitu. V protikladu k diivéj$im zjisténim naSe data dale
naznacuji, ze efekt zavedeni terminového trhu je silnéjsi nez pfidani dal$iho konkurenta na trzich
s dvéma, a zejména tfemi, producenty. NasSe data tedy ptinédseji dikazy, Ze behaviordlni opatieni
mohou byt efektivnéj$i nez opatfeni strukturalni. Nase data naznacuji, ze ufady na ochranu soutéze
by se vsouladu s pravem EU (Evropska komise, 2006a, str. 11) mély zamé&fit na zavedeni a
podporu spravneho fungovani terminovych trhi misto toho, aby se zamétovaly na snizovani trzni
koncentrace pomoci divestitur.



