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· Deregulation of California’s electricity industry was the right answer when California first proposed it in 1994; and it’s the right answer today.

· Despite claims to the contrary by the proponents of monopolies and government control of the industry, electricity is not “different” from other commodities.

· It is a commodity that can and should be developed, distributed and consumed based on the fundamental principles of free enterprise, just like every other commodity.

· The problem is not deregulation.

· The problem is that California never deregulated.

· In fact, California’s wounds were largely self-inflicted—it kept the worst of regulation, and created untested, unheard of new laundry list of institutions and regulations—like the spot market known as the PX—and then effectively forced everyone to use them. 

· In effect, California’s version of “deregulation” didn’t entail much more than the creation of a new monopoly—the PX. 

· That, by any definition, is not deregulation.

· So it’s not surprising that it didn’t take long for the house of cards that California built in 1998 to come crashing down.

· With that experience, one would assume that California would pick itself up, dust itself off, learn from its mistakes, and get on with the task of getting deregulation right.

· Unfortunately, California is having a difficult time getting it right.

· What California should have done:

· California should have re-aligned rates to give consumers power-saving incentives and ensure the state’s utilities remained solvent and creditworthy

· California should have kept the utilities in the power-buying business, and permitted the utilities broad flexibility to enter into short, medium and long-term power deals

· California should have streamlined the power plant siting process

· California should have moved quickly to get deregulation right

· Unfortunately, California is having a difficult time getting it right.

· Instead:

· California stood by and watched one utility go bankrupt and has watched the other teeter on the brink for months

· California unnecessarily exposed the utilities and consumers to volatile spot market prices

· California replaced experienced utility power-buyers with DWR and created a new power-buying bureaucracy—the “public power authority”

· California did much to get new plants construction underway, but structural reform of the siting process is still needed

· Just last month, California suspended the only successful piece of its failed “deregulation” scheme—the customer’s right to choose her energy provider known as “Direct Access”

· With everything that’s happened, two thing remains clear:  

1. California “experimented” with monopoly regulation for almost a century and the data show that the experiment was a failure.

2. The system of free enterprise that forms the foundation of economic prosperity in California and across the nation has been, and continues to be, phenomenally successful

· That system eschews monopolies and government takeovers in favor of markets, choice and competition; and we all benefit enormously from that system.

· California can still succeed, if it embraces markets and choice, embraces electricity deregulation—done right—and rejects calls for the so-called “good old days,” which in reality never existed.

· California should:

· Direct DWR and the newly-minted “Public Power Authority” to immediately cease all energy buying activities

· Put the utilities back in the role of power-buyer for its customers

· Immediately re-instate every customers right to choose an electricity provider 

