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Efficiency Improvement, Rent Transfer and Market Reform
—A Welfare Analysis of Electricity Market Reform
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Abstract; This study analyzes the welfare improvement mechanism of electricity market reform and
then quantifies the short-term social welfare improvement effects and redistribution effects under different
scenarios using high-frequency electricity data of Guangdong Province in 2018. Compared with planning
scenario, market reform can eliminate the production inefficiency among power plants and improve social
welfare. Competition transfers producer surplus to consumer surplus, the reduction in electricity bills
comes more from rent transfer. Plants with different costs are affected heterogeneously. There is no signif-
icant difference in the improvement of total welfare under different market scenarios, but the re-distribu-
tive effect is quite different.
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