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Empirical analysis of asymmetric auction in electric power procurement auctions
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This study investigates the bidding patterns of entrant and incumbent firms in
electric power procurement auctions in the Japanese retail electricity market. The study explores the
reasons for the persistently low participation rate of entrants and the effects of preferential treatment
aimed at enhancing the participation of entrants. The achievement of the study includes the data
collection. We collected the information on each auction, including losing bids, from each auctioneer in
accordance with the information disclosure system. The structural estimation of a static model found that
bid discounts have little effect on entrant participation and that a lump-sum subsidy to entrants is more
cost effective by enhancing participation of entrants. However, this model fails to consider the effect
of supply capacity constraints of entrant, and the next step of the current study will be to take the
capacity constraint into account of the model.
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