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Note that this is still a very simplified view of money flows. 
Among others, this does not show:
● Payment of taxes and network fees. These are included in 

the price paid by the small consumers to the retailers 
which then pay those taxes and fees.

● Buying from producers/selling from retailers. Sometimes, 
as we will see later, producers (retailers) can be 
incentivized to buy (sell) energy, instead of selling (buying- 
it.

● Balancing fees
● Payments for capacity mechanisms
● Guarantees of Origin
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http://www.elia.be/en/about-elia/electricity-market-players
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The market operator depends on the type of market. 

Moreover, most European markets have been integrated. 

Typical market operators include EPEX SPOT, EEX and ICE 
Endex.
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It is not possible to store electricity on a large-scale.

1. Not enough capacity
2. Uneconomical

⇒ when electricity is produced, it must be consumed 
immediately.



⇒

● €
●
● ⇒

€
● €
● ⇒



Electricity → considered essential by most consumers.

To measure that:
“Value of Lost Load (VOLL). This value is "obtained through 
surveys of consumers and represents the average price per 
megawatt-hour that consumers would be willing to pay to 
avoid being disconnected without notice" [Kirschen].

Based on some surveys ⇒ VOLL ~ 10€/kWh >> 0.285€/kWh

In other words, demand must be satisfied at all times.



No storage + must-serve nature ⇒ at all times:

Production = Demand

Note: see previous class for frequency deviations problem

Is this constraint difficult to respect?
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Bilateral trading
or

Decentralized 
markets

Electricity pools
or

Centralized 
markets
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Sell 50 MWh 20 €/MWh

100 MWh 10 €/MWh

20 MWh 30 €/MWh

200 MWh 5 €/MWh

10 MWh 0 €/MWh

Buy 50 MWh 1 €/MWh

100 MWh 15 €/MWh

200 MWh 20 €/MWh

50 MWh 30 €/MWh
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