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Demand Response Model Considering Loss Aversion Concept

P. Teimourzadeh Babolil, Assistant Professor

1- Faculty of Engineering & Technology, University of Mazandaran, Babolsar, Iran, Email: p.teimourzadeh@umz.ac.ir

Abstract: In this paper, a demand response (DR) model has been proposed based on the loss aversion concept. Loss aversion refers to
people's tendency to strongly prefer avoiding losses to acquiring gains. Meanwhile, DR programs are classified into two main clusters:
incentive-based programs (participated customers receive incentives) and price-based programs (participated customers in some
periods are faced by high electricity price which is interpreted as loss for them). Regarding this matter, loss aversion concept is
completely fitted for including in the DR model. MATLAB software is used to implement the proposed DR model. The data is extracted
from New England 1SO. Two different DR programs are considered for the numerical study, with and without consideration of the loss
aversion. It is shown that the behavioral characteristics of the customers, loss-aversion in this case, is indispensable in the selection of
the proper program.

Keywords: Behavioral economy, demand response, loss aversion, demand-price elasticity.
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