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Some industries are just not suitable for deregulation, despite the ravings of 
certain reactionaries posing as free-marketers. The electric industry, in fact, was 
in dire need of more proactive regulation when deregulation came down the road 
in the mid-'80s, touted by fast-buck energy traders like Enron.  

In a fine example of how this country is run by lobbyists instead of elected 
representatives, the energy traders spent millions and were able to promote a 
scheme to undo the finest electricity system in the world and profit from the 
mess. They bought Congress with political contributions and, with it, deregulation 
and the false promise of savings.  

Providing electricity is not like providing airline service or telephone service. It is 
closer to building an interstate highway system, or providing a public water and 
sewer system. Competition is not just redundant; it is crazy.  

In fact, our electric transmission system is very similar to our highway system, 
except that electrical bottlenecks can cause total gridlock for entire regions of the 
United States for days at a time, costing lives and billions.  

Our electric transmission system needed, and still needs, greater regulation.  

In an effort to promote deregulation, the Federal Energy Regulatory Commission 
is requiring transmission systems to become common carriers for anyone who 
wants to transfer power regardless of who has paid for the system. For this 
reason, deregulation has brought the construction of transmission lines to almost 
a complete halt. Meanwhile, demand steadily increases, and the transmission 
capacity margin is shrinking to the point of disaster.  

Prior to deregulation, transmission systems were built to serve a utility's own load 
reliably and to interconnect with adjacent utilities. The customers of the utilities 
benefited from the reliability provided and the ability of utilities to share 
resources. In return, the utilities were permitted the opportunity to earn a 
reasonable rate of return on their investment in transmission systems.  

Where deregulation exists, there is no incentive to build either transmission or 
large-scale base-load generation because there is no likelihood of a return on the 
investment.  



In addition, and possibly more important, under deregulation there is no 
obligation to provide reliability. No one is responsible under deregulation. It is left 
to the "free market," which of course is not "free" at all.  

The need is for re-regulation. For transmission needs, FERC is probably the 
appropriate agency. But if FERC should determine a transmission project is 
needed, who will build it? It or some other authority must be able to give some 
assurance of a rate of return on this kind of project, which can take 20 years and 
billions of dollars, or it will not be built. So we are back to regulation, by states or 
otherwise.  

The alternative is blackouts. Like the Midwest blackout in 1998, California's in 
2001, the Northeast's in 2003 (the largest in history) and many others around the 
world where a lack of responsible regulation is also causing failures.  

Blackouts such as the recent one should be considered the tip of the iceberg. 
The potential for more increases daily. Demand and generation have increased 
enormously, with no commensurate increase in transmission capacity.  

Deregulation has been an abysmal failure, here and abroad. Pennsylvania, 
originally touted as a utopia of deregulation benefits, now has rates 9 percent 
above the national average, according to the Consumers Federation of America. 
California's disaster is only slightly worse than Wisconsin's. Deregulation has 
failed every real-world test.  

Virginia is the only state in the Southeast that has plunged ahead with 
deregulation. Other states around us have adopted a "wait and see" approach. 
We should go further and put a stop to deregulation.  

Deregulation has failed in England, Norway and Brazil. American Electric Power 
is divesting itself of properties abroad for exactly this reason. Expected returns 
have turned into financial black holes.  

Under regulation, when an increased need was determined for generation or 
transmission, the utility went to the regulators (in Virginia, the State Corporation 
Commission) and if the need was proved, got an OK to build. The utility was 
given the opportunity to earn a reasonable rate of return (usually 10 percent to 11 
percent) on its investments in return for the guarantee of reliability.  

Our elected representatives bought the argument that our utility operators were 
inefficient operators making huge profits and that rates would drop with 
deregulation and new competition in the market. Enron, for example.  

The facts are that the utilities were providing a reliable product while having their 
profits limited to an amount considered reasonable by state regulators. As the 
result, Virginia had some of the lowest rates in the nation.  



Oh my, what a sensible system we once had. What a mess we have created 
today.  

 


