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Abstract

There are many approaches to an efficiency based regulation system for public
utilities including rate of return and incentive-based rules. This paper applies the
dynamic efficiency concept to the regulation of Iran's power distribution market.
We use the distance function to calculate the dynamic efficiency of Iran's electricity
distribution companies for the period 2009-2015. We employ the Markov Chain
Monte Carlo (MCMC) method to estimate the posterior moments of the model's
parameters. The results show that environmental and climatic factors affect
efficiency o firms. The average industrial efficiency increased from 67% to 70%
over this period. We observe a 92% tendency of inefficiency to persist.
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