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Definition of Market Power

• Ability to increase market price above 
competitive level
– Competitive offer price equals short run 

marginal cost
– Short run marginal cost may include risk
– Short run marginal cost may include 

opportunity cost 
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Definition of Competitive

• Structure
– Market

• Behavior/Conduct
– Participant

• Performance
– Market
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Market Structure

• Structure – Aggregate Market
– Market shares
– Concentration
– Pivotal suppliers

• Structure – Local Markets
– Local market power mitigation
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Figure 2-3 - PJM hourly Energy Market HHI: 
Calendar years 2004 and 2005
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Figure 2-4 - PJM RSI duration curve: Calendar years 2004 and 
2005
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Table 2-20 - Annual offer-capping statistics:
Calendar years 2001 to 2005
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Definition of Competitive

• Behavior/Conduct
– Offer behavior
– Mark up
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Figure 2-10 - Average markup index of marginal units (By type of fuel): 
Calendar years 2001 to 2005
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Definition of Competitive

• Performance
– Market mark up
– Net revenue
– Prices
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Figure 2-8 - Load-weighted, average monthly markup indices: 
Calendar year 2005
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Table 3-12 - CT 20-year levelized fixed cost vs. perfect 
dispatch net revenue (Dollars per installed MW-year): 

Calendar years 1999 to 2005
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Table 3-13 - CC 20-year levelized fixed cost vs. perfect 
dispatch net revenue (Dollars per installed MW-year): 

Calendar years 1999 to 2005
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Table 3-14 - CP 20-year levelized fixed cost vs. perfect 
dispatch net revenue (Dollars per installed MW-year): 

Calendar years 1999 to 2005



15©2006 PJM

Table 2-32 - PJM average hourly LMP (Dollars per MWh): 
Calendar years 1998 through 2005
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Table 2-34 - PJM load-weighted, average LMP 
(Dollars per MWh): Calendar years 1998 through 2005
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Figure 2-13 - Monthly load-weighted, average LMP: 
Calendar years 1999 through 2005
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Table 2-35 - PJM fuel-cost-adjusted, load-weighted LMP 
(Dollars per MWh): Year-over-year method



19©2006 PJM

Table 2-18 - Type of fuel used by marginal units: 
Calendar years 2001 to 2005
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Figure 2-14 - Spot coal and natural gas price comparison: 
Calendar years 2004 through 2005
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Difference in cost: Gas-fired CT and gas-fired CT: Calendar 
years 2004 through 2005


	Joe BowringMarket Monitor PJM InterconnectionPJM Regulatory Conference April 26, 2006
	Definition of Market Power
	Definition of Competitive
	Market Structure
	Figure 2-3 - PJM hourly Energy Market HHI: Calendar years 2004 and 2005
	Figure 2-4 - PJM RSI duration curve: Calendar years 2004 and 2005
	Table 2-20 - Annual offer-capping statistics:Calendar years 2001 to 2005
	Definition of Competitive
	Figure 2-10 - Average markup index of marginal units (By type of fuel): Calendar years 2001 to 2005
	Definition of Competitive
	Figure 2-8 - Load-weighted, average monthly markup indices: Calendar year 2005
	Table 3-12 - CT 20-year levelized fixed cost vs. perfect dispatch net revenue (Dollars per installed MW-year): Calendar years
	Table 3-13 - CC 20-year levelized fixed cost vs. perfect dispatch net revenue (Dollars per installed MW-year): Calendar years
	Table 3-14 - CP 20-year levelized fixed cost vs. perfect dispatch net revenue (Dollars per installed MW-year): Calendar years
	Table 2-32 - PJM average hourly LMP (Dollars per MWh): Calendar years 1998 through 2005
	Table 2-34 - PJM load-weighted, average LMP (Dollars per MWh): Calendar years 1998 through 2005
	Figure 2-13 - Monthly load-weighted, average LMP: Calendar years 1999 through 2005
	Table 2-35 - PJM fuel-cost-adjusted, load-weighted LMP (Dollars per MWh): Year-over-year method
	Table 2-18 - Type of fuel used by marginal units: Calendar years 2001 to 2005
	Figure 2-14 - Spot coal and natural gas price comparison: Calendar years 2004 through 2005
	Difference in cost: Gas-fired CT and gas-fired CT: Calendar years 2004 through 2005

