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Abstract This paper revisits some peculiar pricing properties of near-optimal unit
commitment solutions. Previous work has found that prices can behave erratically even as unit
commitment solutions approach the optimal solution, resulting in potentially large wealth
transfers due to suboptimality of the solution. Our analysis considers how recently proposed
pricing models affect this behavior. Results demonstrate a previously unknown property of one
of these pricing models, called approximate Convex Hull Pricing (aCHP), that eliminates
erratic price behavior, and therefore limits wealth transfers with respect to the optimal unit
commitment solution. The absence of wealth transfers may imply fewer strategic bidding
incentives, which could enhance market efficiency.

Keywords Unit commitment, nonconvex pricing, mixed integer programming,
market design

JEL Classification C60, C72, D44, D47, L94

Contact beldrid2@jhu.edu; Richard.ONeill@ferc.qov;
bhobbs@jhu.edu
Publication November 2018

Financial Support NSF 1408366, DOE-OE Advanced Modeling Grid
Research Program
www.eprg.group.cam.ac.uk


mailto:beldrid2@jhu.edu
mailto:Richard.ONeill@ferc.gov
mailto:bhobbs@jhu.edu

