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Rolling-window dispatch is widely adopted to provide ramping support in real-time electricity markets under demand and 

supply uncertainties.  A standard pricing model is the multi-interval locational marginal pricing (LMP) based on short-term 

forecasts.  When the forecasting horizon is finite and the forecast inaccurate, LMP requires out-of-the-market settlements to 

ensure that a generator cleared in the real-time market follows the operator's dispatch signal.  Such uplifts result in price 

discrimination and strategic bidding incentives.   

 

We show that the lack of dispatch-following incentives of LMP is generic to uniform pricing.  In particular, under mild 

conditions, out-of-the-market uplifts are unavoidable, which makes uniform pricing fundamentally discriminative.  The uplift 

payments also have an unintended consequence that a price-taking generator that typically bids with its marginal cost has the 

incentive to deviate from truthful bidding to gain additional profit from uplift payments.  We further show that a simple 

generalization of LMP to a nonuniform setting eliminates the need for uplift payments and restores the truthful bidding 

behavior for price-taking generators under arbitrary forecasting errors.  
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