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SHOPPING FOR ELECTRICITY IN PENNSYLVANIA 
 

What was once considered a "natural monopoly" has evolved into a system in which 
competition and consumer choice are the norm.   
 
In a time of energy market turmoil and price increases, Pennsylvania’s transition to a 
competitive market for electricity continues to advance.  Only transmission and 
distribution remains a monopoly; generation and supply are now competitive. Incumbent 
companies are making business decisions that are forward-looking.  Duquesne Light, for 
example, has decided to exit the generation business altogether in order to focus solely on 
distribution.  Inefficient competitors are refocusing, and some have exited the market.   
 
Consumers, particularly in the residential sector, are shopping for the best deal.  And 
despite the problems associated with a transition to a consumer choice market, 
Pennsylvania’s customers have saved upwards of $3 billion so far in the de-regulated 
environment. 
 
A recent Allegheny Institute report examined the progress of electric competition in 
Pennsylvania from year-end 1999 to year-end 2000.  At the end of 2000: 

• 568,492 of the state’s 5.2 million customer accounts, or 10 percent, bought 
their electricity from a company other than their incumbent utility.  This was 
an increase of 61,134, or 12 percent, over year-end 1999 totals.   

• There were 4 competitive generation companies on average competing for 
residential customers in Pennsylvania’s electricity markets.  Residential 
customers in PECO’s market had 10 choices, while consumers in Allegheny 
Power territory had one.   

• Three-quarters of Pennsylvania’s residential consumers who have switched 
were PECO or Duquesne Light customers. 

 
ELECTRICITY SHOPPING IN PENNSYLVANIA 

Month/Year Year End 98 Year End 99 Year End 00 Apr/01 
# of Switched 
Customers* 

479,271 507,058 568,492 787,846 

*This represents the total number of customers purchasing power from a company other than their 
incumbent provider on that date. 
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Updating our analysis through the first quarter of 2001, the latest shopping statistics show 
that an additional 219,654 customers received electricity from a competitive supplier.  
This represents an increase of 38 percent over the year-end 2000 totals.  The large 
quantity is due entirely to PECO shifting a portion of their residential customers to 
competitor New Power Company, a recent entrant to the market.  This shift was agreed 
upon by the PECO settlement reached with the PUC in their restructuring case in 1997. 
 
Many customers, particularly those in the commercial and industrial sector, have returned 
to the incumbent provider.  But that is exactly what a competitive market offers: the "best 
deal" may come from a company that until recently had no incentive to compete at all. 
 
The time when competitors may offer the "best deal" will come as the transition period 
ends in a few years, and the incumbent-levied "competitive transition charge"(CTC), a 
tacked-on charge which pays for the old monopolies’ stranded investments (and increases 
the electric bill), goes away.  This will not only lower electric bills; it will also allow 
unfettered competition for electricity.   
 
For instance, Duquesne Light customers will reap these benefits when their CTC of 3.5 
cents per kilowatt-hour goes away in 2002.  This will amount to savings of $215 per year 
for the typical residential consumer using 500 kilowatt-hours per month.  Competitor 
Allegheny Energy Supply recently raised retail electricity rates because of wholesale 
power costs.  Still, their customers in the Duquesne Light market area will get the same 
3.5 cents per kilowatt-hour cut when the CTC disappears next year. 
 
There is little that generators of electricity can do about price fluctuations for fuels in 
world markets.  But competition, along with the ability to expand production facilities in 
strategic locations will be keys to ensuring customers a variety of choices at the best 
possible prices.  On that score, Pennsylvania is moving in the right direction.   
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