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The Future of America’s
Electric Utilities:
Reconciling Deregulation
and Least-Cost Planning

With only modest changes in the status quo, electric
utilities and their consumers can soon enjoy the
economic and environmental benefits of robust
competition and least-cost energy planning.

Why wait any longer?

Ralph Cavanagh

r more than a decade, two
Eynanﬂc reform movements
have been reshaping the utility in-
dustry. One camp follows the
banner of “least-cost” or “inte-
grated-resource” planning and in-
vestment; it puts special emphasis
on previously neglected improve-
ments in the efficiency of energy
use, enlisting both public and pri-
vate sectors in a search for cost-ef-
fective ways to get more services
out of less energy. The other vi-
sion is rooted in the ideology and
practice of deregulation; it seeks
to reduce costs and boost supplies
by spurring increased competi-
tion in the sale of kilowatt-hours.

This article seeks a reconcilia-

tion of these views, whose propo-
. nents often have not yet paused

even to acknowledge each others’

i existence. When acknowledge-
! ments do come they sometimes

are unfit for polite company. Yet

" the best of both ideals can be real-

ized under proper regulatory and
management regimes.

The stakes are enormous.
America’s electric utilities dwarf
every other industry in both eco-
nomic and environmental signif:-
cance. They are the largest
sources of gases contributing to
global warming and acid rain,
and they deploy capital budgets
that exceed the combined outlays
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