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Pennsylvania’s De-Regulation Efforts Get a Bad Rap 
 

If you had told the policymakers that crafted California’s electricity restructuring law in 1996 that 
they would be in the news in 2001, they may have thought that the attention would be positive 
and congratulatory given that California was the first state in the Union to allow consumers to 
shop for their electricity supplier.  Few could have predicted that their plan would become the 
poster child for the ill effects of "de-regulation": California has given "de-regulation" a bad name 
because of the flawed program they put in place.   
  
Meanwhile, Pennsylvania, despite having the nation’s best model of consumer choice in 
electricity, a very good natural gas choice program, and perhaps full-fledged local telephone 
competition in the near term, is not without its detractors.  Now comes the latest criticism from 
the Keystone Research Center (KRC) questioning the success of Pennsylvania’s efforts to allow 
competition and choice into the utility markets.  
 
In a recent report the KRC found that utility CEOs’ compensation had risen faster than the 
average wage rate, utility jobs had been lost, power outages were lasting longer, consumer 
complaints to the Public Utility Commission were up and the major utilities were not investing in 
Pennsylvania. In other words, from the Center's viewpoint, there is cause for concern about the 
future of economic choice in de-regulated utility markets.   
 
The report covers the period from 1994 to 1999 and purports to discover trends that reveal the 
negative consequences of restructuring "experiments."  It is true that the state and federal 
governments began to recast some regulatory rules in the early 1990s; but real and viable 
consumer choice in the electricity market in Pennsylvania began in 1998, in natural gas in 1999, 
and is still being established in local telephone as we write.  The legislation ushering in choice in 
Pennsylvania's electricity market came in late 1996 and legislation for natural gas choice in mid-
1999.   
 
Thus, to be consistent and rigorous, it is more instructive to look at the Center's data from 1997 to 
1999 in order to determine trends related to utility restructuring.  In examining this period we 
found: 
� Net investment in Pennsylvania by the major electric utilities increased between 1997 and 

1999. 
� Consumer complaints to the PUC regarding electric utilities increased by nearly 2,000 

from 1998 to 1999 as the consumer choice program got into full swing.  However, the 
4,136 complaints filed in 1999 represent a mere 0.08 percent of the state's 5.2 million 
electric accounts.  Considering the confusion that would naturally and expectedly 
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surround the onset of a major restructuring of the industry, a complaint rate of less than 
one-tenth percent is amazing. 

� The average power outage increased by 10 minutes from 1997 to 1999 and this increase 
is probably not statistically significant. Moreover, this occurred while full-time 
employment at the major electric utilities was increasing.  

� All the job losses at the major utilities after 1994 had already occurred by 1997, before 
any deregulation took effect.  

 
Pennsylvania’s electric choice program has seen 10 percent of the state’s users switch suppliers 
and consumers have saved over $3 billion since the program was instituted.  That’s impressive. 
And Duquesne Light customers are about to see another big drop in their electric rates next year 
as stranded costs collections come to an end. 
 
In short, by focusing on an inappropriate time frame, the KRC report reaches a raft of incorrect 
and misleading conclusions that show de-regulation in the worst possible light.  The fact is that 
most of the negative conclusions reached by the KRC report apply to the regulated period of 
1994-1996.  Moreover, if the KRC researchers find fault with the quality of the electric grid and 
the natural gas delivery system, they should remind themselves that these segments remain 
regulated parts of these industries.   
 
 If there are problems associated with changing over from regulated to de-regulated industries, 
they are more than offset by the savings and choices presented to consumers. And longer term, 
the benefits of de-regulation versus the old regulated regime will become more obvious.  
Pennsylvania will benefit enormously from the actions taken to move us toward competition and 
market driven consumer and producer decisions.  
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