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Demand response in Indian electricity market
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6. Conclusion

The paper aims to explicitly model the political nature of
demand response, which cannot be done by usual economic
models using elasticity estimates. Political interference in fixing
regulated retail tariffs has significant effect on the prices realised
in the spot market, which makes the earnings of the power plants
less predictable (uncertain). This might adversely affect invest-
ment in generation capacity. Tariffs in retail markets are fixed on
the basis of economic and political considerations of the respec-
tive states. Regulators intend to fix an optimal tariff to keep their
disutility at zero while politicians try to appease voters by
keeping it at the lowest level. If DISTCOs are not to incur losses
and are not subsidised, any tariff below optimal tariff will mean
reduction in load served from the RSD. The model gives load cut
schedules that entail minimal disutility to the regulators. Even
small changes in the demand by DISTCOs significantly affect the
spot prices. Because of low regulated tariff of DISTCOs there might
be situations where expected RSD may remain unsatisfied along
with underutilised generation capacity.
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