


ELECTRICITY 101

Introduction

Als it a factd or have | dreamt ito
that, by means of electricity, the
world of matter has become a
great nerve, vibrating
thousands of miles in a
breat hl ess point

T Nathaniel Hawthorne, 1804-1864
American Novelist







A Mid-1700sd Interest in harnessing power of electricity

A 18827 TFirst workable electric system built by Thomas
Edison at Pearl Street Station

Pearl Street Station, New York

Schenectady Museum:
Hall of Electrical History Foundation



Industry Formation

A 1890s8 Electric utilities began to develop primarily in
urban areas because of economies of scale

Al ndustry had characteristics ¢

d A natural monopoly is where, for technical and social
reasons, it is most efficient to have only one provider of a
good or service

A Provided service regarded as vital to economic and
social fabric of community (I

A Operated through large, integrated networks
A Highly capital-intensive, requiring significant investment

A 19078 State regulation of electric utilities began in
New York and Wisconsin

I Regulation spreads to two-thirds of states by 1920
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By 1920sd Most urban areas
are electrified

Exclusive utility franchises
(monopoly rights) also came :
with an Aobligat,io
all customers in the defined

service area

Limited federal regulation
of multi-state utilities

Times Square, New York, 1920s
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Holding Companies

A 1920sd Many small utilities were consolidated and became parts of
| arger fAholding compani eso

I Holding companies own other holding companies and operating
companies. This is a common corporate structure in many industries.

I The rapid growth, consolidation, and complexity of the utility industry
outpaced the ability of many local regulators at the time.

A 19298 Stock market crash revealed that many holding companies
were over-leveraged

I As aresult, federal and state governments strengthened utility
regulation.



Federal Regulation



