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Discussion about bounded rationality of GenCos

in electricity market

LU Quan', WU Ya-guang’. LI Wei-dong"™', Lin Xin’

( 1. Department of Electrical and Electronics Engineering, Dalian University of Technology, Dalian 116024, China;
2. State Grid Corporation of China, Beijing 100020, China;
3. Dalian Power Supply Company, Dalian 116001, China )

Abstract: The impact of bounded rationality on both Generation Companies’ (GenCos') trading
decisions and market efficiency is discussed. The analyses show that for the GenCos his bounded
rationality will make himself have inevitable error in the process of forecasting market and changeable
risk preference in the process of selecting trade scenario; and for the market, the bounded-rational
trading behaviors of GenCos will make the electricity market inefficient in some conditions possibly. In
order to explain and describe the bounded-rational trading behaviors of GenCos, some basic
conceptions and analyzing methods of emerging behavioral economics are introduced, and the potential
application prospects of behavioral decision-making methods in both making trading strategies for

GenCos and analyzing market for regulator are further analyzed.

Key words: electricity market; trade decision; bounded rationality; behavioral decision-making theory



