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SAN FRANCISCO -(Dow Jones)- Dynegy's chief executive said Tuesday California's electricity deregulation woes were unique to the state and would have no long-term impact on the U.S.   

California's electricity problems are the result of a demand/supply imbalance, a market design that forces spot purchases and politically driven intervention that discourages generation development, said Chuck Watson. 

"The market structure they've chosen for the last three years has clearly failed. I think it's difficult to say that if you're a politician who voted for it. Once the election is over, maybe they'll acknowledge that they need to start over," Watson told reporters at a financial conference in San Francisco.

Watson also said price caps on wholesale power, such as the load-differentiated caps to be imposed by California's Independent System Operator Nov. 3, were a "horrible response" to the state's problems, given California's reliance on imported power.   

"You can put the price caps to $2 if you want to, and at the end of the day no one is going to import to you because you can always get a better price outside of California," Watson said.   

Watson also said the best way for California to meet next summer's demand would be for the state's investor-owned utilities to sign forward power contracts.  

   -By Jessica Berthold, Dow Jones Newswires; 323-658-3872;jessica.berthold@dowjones.com
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