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As its title suggests, Electric Power: An Industry at a Crossroads by
Milton Chase, deals with the often discussed topic of the demise of the electric
utility industry and the directions the industry might take in dealing with the
uncertainties of the future. After a tour of the industry's history and a discus-
sion of its demise,' the author extensively reviews the various positions that
have arisen in the 1980s about the need for continued construction and the
alternatives.2 Although the book was completed prior to the issuance of vari-
ous Notices of Proposed Rulemaking on competitive bidding, avoided costs,
and independent power producers,3 the author anticipated the basic positions
held by the Commission and its participants concerning the use of competitive
forces to set the generation mix in the future.4 Finally, the author offers his
own solution in the form of increased pooling and coordination activities for
construction and load management and suggests the New England Energy
Pool as a model.5

For the reader versed in electric utility matters, there are no break-
throughs in this book, but as Chase indicates in his preface, the book was not
meant to be a scholarly work. Rather, it was designed to bring together the
literature for a more complete picture of the business and its direction.6 In
that regard, the book is a useful discussion of various parties' positions. The
discussion ranges from the need for additional generation and load manage-
ment to the role of cogeneration and PURPA machines in the future genera-
tion mix. While this general discussion is useful, Chase's informal approach
presents some problems for the reader interested in further investigation.7
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Namely, the author does not reference his sources consistently, and the bibli-
ography appears incomplete.8

Two sections of the text are of special interest. The first section details
the various approaches suggested to deal with the need for new generation.
Entitled "A World of Differences," the chapter details the many approaches
suggested by the industry, consumers, and regulators to the question of what
is needed in the coming decade to assure reliable and affordable energy. As
with so much of the energy debate, the groups cannot agree on whether addi-
tional load is needed and how to meet what load does appear (construction
versus load management or conservation). Nor can they agree on the regula-
tory environment in which those changes should take place. This diversity of
opinion leads Chase to the obvious problem in his discussion of potential solu-
tions: "It is difficult to answer the question, 'Where do we go from here?'
when we cannot clearly describe where we are now." 9

Chase highlights the economic determinism that particularly seems to
infect federal regulatory thinking. He notes with some care the views of Phil-
lip O'Connor concerning the complicated and extensive process necessary to
deregulate large portions of the generation of power.' ° This detailed discus-
sion contrasted the piecemeal method suggested by FERC commissioners and
the limited regulatory goals of economic efficiency some used to justify that
approach. " One is reminded that there are other outcomes besides Pareto
optimal results and voided or marginal costing, which would result in a sub-
stantial windfall due to currently increasing marginal costs. These outcomes
include system reliability, equitable pricing and political realities that must be
placed in the mix.' 2 As also reflected in the pages of the Energy Law Jour-
nal, 3 these changes challenge fundamental notions of utility responsibility to
its consumers at many levels, which require careful thought before experimen-
tation generates new problems.' 4

The second area of interest is the author's discussion of the present sys-
tem's failure as revealed by several utility companies. Chase's discussion of
five systems' 5 that struggle with the current system suggests the very limita-
tions that have sparked the current transition and debate.' 6 Each of the sys-
tems briefly described by Chase face or faced potential failure or frustration, as
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basic assumptions about the economics and technology of generation and sales
changed, and regulators reacted to the inability of utility management to limit
the exposure of their customers and investors to increased costs. Especially
telling is the dilemma of Potomac Electric, a utility which serves two states
and the District of Columbia. For example, Maryland may require construc-
tion while the District of Columbia may demand load management.'" Faced
with demands to expand and restrain from different commissions and the pub-
lic,'" the company is captured by uncertainty. One need not be particularly
visionary to see that an impasse will result if players maintain their current
positions.

Much less satisfying is the author's suggestion of how to begin digging
out of the muddle. His basic solution is to create regional coordinating bodies
modeled on the New England Pool and a similar national body made up of
members of the regional bodies.' 9 The members of the regional councils
would collectively determine needs for generation, provide dispatching and
billing, and establish long term planning.2° The starting point would be the
existing reliability councils and would include all utility providers in an area,
as well as regulators and consumer representatives, in policy making roles.2

While Chase recognizes that the development would be difficult, he suggests it
can be successful "if the new atmosphere is properly developed." 22

After a lengthy discussion of why the system cannot currently make deci-
sions, considering the intense disagreements about what current needs are and
how to fulfill them, and the growing animosity among the primary players, the
suggestion that coordinating councils will somehow be able to move above the
fray seems almost utopian. While some regulators are arguing that the only
purpose of regulation is economic efficiency, utility managers are arguing that
other goals such as equity and reliability are also important. The newest cot-
tage industry, the "lease cost planner," asserts the need to engage in thought-
ful and expensive reviews of the current system and the notion that all can sit
down together and agree on a ten or twenty year generation and transmission
plan is not obvious. The author seems to concede as much when he notes the
regulatory hurdles facing the members of the New England Pool.

Considering the fact that NEPOOL activities are carried on publicly and that
representatives of state governments and commissions, as well as of public inter-
est groups, are familiar with its operations, it might be expected that substantial
consensus would develop. This does not seem to be the case. Not only are differ-
ences great regarding the operation of [nuclear plants in the region], but New
England utilities and state commissions have similar differences regarding rates,
prudence and 'used and useful' issues as do utilities elsewhere. Nor is there a
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dearth of investigations by state groups of utility operations. 23

One may legitimately ask where the balance is supposed to come from that
will allow these antagonists to coexist peacefully and effectively on a regional
council.

Moreover, one may question whether the consumer advocate or regulator
is willing, or should be willing, to expose itself to the difficulties that utilities
currently face. With their participation in lease cost planning and the regional
councils, comes responsibility for the outcomes. While management may be
concerned about the loss of control over long term decision making, that loss
is accompanied by the apparent sanction of group decisions by the regulator.
Whether a commission is willing to undertake that responsibility or whether
current law would permit passing on currently disallowable costs are critical
but unaddressed questions. One can only imagine the sort of second guessing
by regulators and others that would result in a state commission's denial of
costs after the regional council on which it participates has approved the con-
struction or conservation measure that caused the costs. Moreover, the regu-
lator and consumer advocate have an advantage in taking an adversarial role;
as a political matter, it provides an outlet for the public's frustration with high
costs and future uncertainty. If that adversarial role is compromised by par-
ticipation in a regional council, the political costs may be heavy and unneces-
sary. Thus, neither the attitudes currently held by the parties nor the political
realities bode well for Chase's solution to the planning problem.

While Chase's proposal is unsatisfying, much of the work is interesting.
He has parsed through the volumes of material to present many of the view-
points that currently define the debate. No small task, the book is a concise
discussion of an important complicated matter.
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