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Abstract
Promoting competition among electricity producers is primarily targeted at ensuring low
electricity prices for consumers. Producers could, however, withhold part of production
facilities (i.e., apply a capacity cutting strategy) and thereby push more expensive pro-
duction facilities to satisfy demand for electricity. This behavior could eventually lead to
a higher price determined through a uniform price auction.

In this paper, using the case of the England and Wales wholesale electricity market,
we empirically examine whether producers can indeed apply a capacity cutting strategy.
We analyze the bidding behavior of producers during high- and low-demand trading
periods across trading days and find direct and indirect evidence for producers’ successful
manipulation of capacity bids targeted at increasing a wholesale electricity price. We
also examine whether the regulatory reforms to improve competition were successful at
mitigating the extent of strategic capacity manipulation.

Abstrakt
Podpora konkurence mezi vyrobci elektiiny ma priméarné za cil zajistit nizké spotiebitelské
ceny elektfiny. Vyrobci by vsak mohli nevyuzit ¢ast produkénich kapacit (tj., apliko-
vat strategii snizovani kapacity) a tim prosadit drazsi produkéni jednotky k uspokojeni
poptavky po elekttiné. Toto chovani by v konecném dusledku mohlo vést k vyssim cenam
urcenym uniformni cenovou aukei.

V tomto ¢lanku vyuzivame piiklad anglického a velsského velkoobchodniho trhu s
elektiinou a empiricky zkoumame, zda producenti mohou skuteéné aplikovat strate-
gii snizovani kapacity. Analyzujeme nabidkové chovani producentu béhem vysoko a
nizko poptavkovych obchodnich obdobi napti¢ obchodovacimi dny a nachazime ptimé
a neptimé dukazy toho, ze vyrobci ispésné manipuluji kapacitni nabidkou s cilem zvysit
velkoobchodni cenu elektfiny. Rovnéz hodnotime, zda regulaéni reformy s cilem zlepsit
konkurenci byly uspésné pri zmirnéni rozsahu takové strategické manipulace.
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