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Reliability Options:
A Market-Oriented Approach to
Long-Term Adequacy

The issue of generation adequacy is not going away and
every electricity market will eventually have to deal with
it. The author proposes a method for assuring long-term
adequacy while at the same time reducing price and

quantity volatility and giving markets long-term stable

equilibrium prices.

Miles Bidwell

1. Introduction

In the summer of 2004, Alex
Henney and 1 wrote an article,
“Will the New Electricity Trading
Arrangements Ensure Generation
Adequacy?” which appeared in -
the August/September 2004 issue
of this journal. In that article we
explained our reasons for doubt-
ing that an energy-only electricity
market could ensure generation
adequacy, by which we meant
calling forth sufficient new
investment to maintain reason-

‘able levels of reliability over time.

In the article we mentioned that

we were working on a market-
oriented approach that would
ensure long-term adequacy while
not impeding an efficient short-
term energy market. In this article
I explain that approach — the
reliability options (RO) method
for ensuring generation ade-

quacy.

II. Context

Over the past two years, Alex
Henney and I have been devel-
oping the reliability options
method with a view toward it
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