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(1) Overview 
This paper analyses the Italian wholesale electricity market, created by the energy liberalization process started with the European Directive, 96/94/CE, and defined by Law 79/99 and following amendments. 
The objective of the present paper is to analyse the determinant variables in the bidding behaviour leading firms to submit sale offers in the recently new Italian Power Exchange (IPEX) launched in 2004, in order to evaluate if the market design has been effective in reducing main generators’ incentive to exert market power.

(2) Methods 
The empirical approach adopted in the present work is based on the fact that in case of  homogenous goods and possible interaction between firms the best way to study unilateral market power implies the analysis of residual demand.
We focus on the bid data submitted to the Pool between April  and July 2004 and published – with an annual disclosure – by the Italian Market Operator (GME). The data allow us to build each generator’s residual demand curve for each day, hour and market zone and so we got the relevant Lerner index.
(3) Results 
The results suggest the generators play strategically in increasing market price, so they actually exert market power. As expected, Enel Produzione is still the most important generator in terms of market power in all the market zones, except Sardinia, where a duopoly exists with Endesa playing the same role as Enel. 

(4) Conclusions 
The results obtained are in line with previous empirical studies conducted for other electricity market (Wolak (2003) and Bollino and Polinori (2006) versus Borenstein et al. (2002) and Sweeting (2004)). 

they are also confirmed by the joint study published in 2005 by the Italian Antitrust Authority and the Energy Authorities, followed by actions taken by the Antitrust Authority in order to promote greater competitiveness on the Italian electricity market.
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