NEWS 
Report pans power deregulation, saying consumers don't benefit 
Craig D. Rose 
  
12/01/2000 
The San Diego Union-Tribune 
1,2,6,7 
A-4 
(Copyright 2000) 

A report from Consumers Union and the Consumer Federation of America yesterday blasted national efforts to deregulate electricity markets for failing to deliver consumer benefits.

It recommends that states retain regulated systems where they exist, at least for now. 

"By traditional performance indicators like price and quality, a massive market failure is occurring," said Gene Kimmelman, a co- director of Consumers Union in Washington, D.C.

The groups recommended that states not deregulate until it can be demonstrated that consumers will benefit, and until federal authorities demonstrate that a competitive market can be created.

"If the conditions are not right for a vital commodity like electricity, consumers will be hurt by deregulation," Kimmelman said.

The report noted an array of problems within the power industry, including increasing monopolization as deregulation has been pursued. In 1992, the top 10 utilities owned about 33 percent of the nation's generating capacity, according to the report.

By 2000, the top 10 share had grown to 50 percent, the study found.

Where deregulation has occurred -- such as in California, where it is blamed for $6 billion in electricity overcharges this year -- the consumer groups said rules are needed to prevent price spikes.  Also needed, they said, are stepped-up law enforcement against pricing abuse and aggressive pursuit of distributed generation technologies, which allow consumers to generate their own power.

Harry Snyder, senior West Coast advocate for Consumers Union, said deregulated markets appear unable to create the reserve generating capacity electric systems need for emergencies.

Over the last four months, California frequently tapped its generating reserves, triggering warnings from the Independent System Operator that the system's margins had narrowed alarmingly.

"The free market has no interest in creating reserve capacity," Snyder said.  "And the companies will tell they won't enter your market if you build it because then they can't gouge the consumers."

The report was principally authored by Mark Cooper, director of research for the Consumer Federation of America, a nonprofit association of 270 consumer groups.

Cooper cited electric transmission systems as a key issue in deregulation and warned of attempts to gut environmental protections in places where deregulation has run into problems.

"Many of the entities that created the electricity market problems or profited from them are trying to use the threat of power shortages to blackmail consumers into relaxing environmental and (plant) siting regulations," Cooper said. 
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