Recently, several letters to the editor have commented on the increased cost of electricity.  Based on large increases in the price of electricity, many are calling for Maryland to re-regulate the electric utility industry.  Given the importance electricity plays in the regional, national and international economy, the impact of re-regulation must be studied before any change occurs.  
Several questions should be addressed.  First, can the industry be re-regulated?  This will be very difficult to accomplish.  The traditional utilities (Delmarva Power and BGE) do not own any generating assets.  These assets are owned by companies like NRG Energy and Constellation Energy Group.  Delmarva Power and BGE own transmission and distribution lines and these assets are regulated by the Maryland Public Service Commission.  I am sure any attempt to re-regulate will be litigated.  Second, how will the market react to an attempted regulatory change?  Currently, Maryland is viewed as unfriendly toward new sources of electricity.  Generators of electricity are concerned unilateral changes in regulations could adversely affect profitability.  Businesses do not like uncertainty, particularly regulatory uncertainty and will increase prices reflecting this risk.  Also, firms may avoid Maryland’s residential electricity market.  Third, if the market is re-regulated, what form of regulation is optimal?  Should it be the traditional cost-of-service regulation or perhaps some form of performance-based regulation?  Approximately 25 states have some form of performance-based regulations and it is under consideration at several other states.  This list of questions is not exhaustive with many more issues requiring examination.
Perhaps a radical change in the regulatory environment is not needed.  Could the state legislature change the current system in a way that may lower electricity rates?  Some believe the current auction system is not optimal and should be changed.  It is not clear to me this is the case.  The current process is young.  New technologies and a reemergence of nuclear power may change the market dynamics in a favorable way.  Any change will not be quick.  This is a capital intensive industry with long-lived assets.  Change is slow and expensive.  
Currently, 17 states (not counting California) and the District of Columbia have deregulated markets.  Of course California has changed their power procurement process after a few disastrous years for electricity customers.  At this time, California does not have cost-of-service regulation.
Electricity is one of the necessary inputs for a vibrant and growing economy.  Changes should be carefully considered and then reconsidered.
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