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Modem societies have become dependant on electricity to function and operate. 
Hence, reliable and efficient electricity production and supply are essential to the 
health of a country's economy. For many years, the electricity industry has been 
operating as monopoly with or without government intervention in most countries. 
However, it is now widely argued that such model does not necessarily bring forth 
efficiency and productivity as a free market environment. Over the past decade, many 
countries have begun major deregulation and restructuring processes. Tbis has 
resulted in the replacement of ''vertically integrated" local monopoly with wholesale 
electricity market where generation and distribution utilities bid to sell or buy 
electricity. In Australia, utility industries at the eastern states such as New South 
Wales and Victoria have already started this restructuring process from 1996. The 
state of Western Australia is also expected to follow in the near future. 1bis 
restructuring is expected to benefit the end-consumers by giving them choices. It also 
introduces competition at each stage of supply and demand chain. While there are 
many models being implemented in other countries, most of them follow a new 
structure where a central management body operates a wholesale market for trading 
electricity between generators and electricity retailers. Tbis body is responsible for the 
day-to-day operation and administration of the system. All the electricity is traded 
through what is known as a "spot market". Spot market is the mechanism through 
which prices are set and then settled. The central body is responsible for continually 
matching supply and demand. The generator operators compete by providing 
generation bids and their corresponding prices to the central body. The electricity 
retailers do the same with the consuming bids. From all the offers submitted, the 
central body selects the generators required to produce power at different times 
throughout the day. Dispatch instructions are sent to each generator at fixed intervals 
of say 5 minutes. The spot price is the clearing price to match supply with demand. 
The retailers pay for the electricity they use from the electricity pool and distribute it 
to the consumer. This restructuring is expected to introduce competition at each stage 
of supply and demand chain whereby bringing forth more efficient allocation of 
resources. 

In the restructured competitive electricity market, the participants in the wholesale 
market, such as the generators and retailers require not only the load forecast 



Half-hourly load for 5 days during summer 
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Figure 2: Typical half-hour Load profile in 5 consecutive days 

Typical half-hourly Load and spot price for a day 

100 -.-----------------------C 

Cl) 
(,) 

·;:: 80 +-----------tim:rri---::::::===----=====----=-=:::::-1 
Cl. 
iii .r:. 
3:: 3:: 60 
:i: :i: 
g ~ 40 +----------------------
..- Spot price 
C 

"'C 
ra 
0 
...I 

Time 

Figure 3: Typical Spot-price profile in 24-hours 


