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Overview

• Definitions and Deregulation Overview
• Trends in Retail Electricity Prices
• Trends in Explanatory Variables
• Econometric Model
• Conclusions
• Questions to be Addressed



Definitions

• A deregulated state is one contained within an 
ISO with an auction-based wholesale market by 
2002

• Price Gap:
(Deregulated Prices – Regulated Prices) x 100

Deregulated Prices



Deregulated States as of 2002



Nominal Industry Electricity Prices 
and GDP Deflator
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Price Gap for Privately-Owned 
Regulated and Deregulated Utilities
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Price Gaps for Total Electricity Prices in 
Regulated and Deregulated Privately-

Owned Utilities, by ISO
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Hydropower and Nuclear 
Generation in Regulated and 

Deregulated States
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Coal and Natural Gas Generation 
in Regulated and Deregulated 

States
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Comparison of Coal Costs for ISO’s 
and Regulated States
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An Econometric Model
• Pe = HDD + CDD + GENTOT + DER + ∑wi [Pfi + 

1]
• Dependant Variable: Retail Electricity Prices
• Explanatory Variables:
• Heating and Cooling Degree Days
• Total Generation
• Constant Terms for Deregulation, by ISO
• Proportionality-weighted fuel prices for Coal, 

Natural Gas and Oil
• Generation Ratios for Coal, Natural Gas, Oil, 

Nuclear, Hydropower, and Other Renewable



Typical Regression Results: 
Nominal Industrial Electricity Prices
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A Summary of 24 Regressions
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Conclusions

• No evidence to support the general 
expectation that deregulation would result 
in reduced electricity prices.

• California, New York and the New England 
ISO more expensive than Private 
Regulated Utilities.  ERCOT and PJM less 
expensive.



Issues to be Addressed

• Taxes
– Might be lower in deregulated states

• Extent of Divestiture
– More utilities in PJM retain generating assets


