
THE CONCEPT AND CHALLENGES OF ELECTRICAL UTILITY

DEREGULATION

Challenges of Deregulation of Electric Power Sector in a Third potentials for investors in the country; this is the idea
behind the reform in the industry.

It certainly seemed like a perfect first start. Indeed, it is precisely this problem that originally motivated the
California Public Utilities Commission to embark on a restructuring initiative. Note that at point Y, rates are
lower and quantity is higher than at point Xâ€”a clearly desirable result. The policy question, of course, is how
to get from here to there. To prepare themselves for such a market, some utilities have already begun to
reengineer portions of their companies into so-called energy service companies, or ESCOs. So the regulators
and legislators have multiple forces pulling them in many directions. I wanted to find out whether inefficient
electricity regulation in the United States is a significant contributing factor to the chronic U. Many of their
generating assets would, in effect, become worthless, and they would face billions of dollars in write-offs. As
a result, a coalition of consumer, public interest, and environmental groups denounced the proposal. Suppliers
and users were not ready for this type of fast price movement after the years of steady wholesale supply and
contractual prices. High-cost producers are going to lose business whether the industry restructures or not. The
benefit of a deregulated market is that it boosts competition among suppliers, which leads to lower prices and
the chance for customers to find the best deal. For this reason, the lower-cost utilities should join hands with
large industrial customers and smaller residential customers to swiftly carry out restructuring that features full
direct access, zero stranded-cost recovery, vertical deintegration, aggregation of small consumers, and
performance-based rates. The nation still has two paths from which to choose: It can let deregulation continue
to evolve state by state in a piecemeal fashion or it can undertake a radical, national deregulation of the
industry. This is where the theory of retail deregulation tries to match consumer choice with the end consumer.
In that ruling, regulators refused to allow the utility to put the troubled Seabrook plant in its rate base and earn
a return on its investment. Instead of building a whole distribution grid, it merely purchased a few power
meters. Using a well crafted performance-based system to set rates for transmission and distribution would be
a giant step toward reform. Their existing price and supply structure shows little or no consumer benefits to
pursue open markets. Since the early stages of the industrial revolution in the United States, abundant energy
has been a cornerstone of domestic economic growth. To provide market-oriented incentives for utilities to cut
the cost of transmitting and distributing electricity, performance-based rates PBRs should replace rates based
on a cost-plus-rate-of-return formula. The following charts illustrate average costs for electricity in the United
States. An Industry Divided These six measures would deregulate the electricity-generation sector fully and
would replace heavy-handed regulation in the transmission and distribution sectors with light market-oriented
regulation.


