
EXPLAINER: 
What would happen if 
states moved away from 
competitive markets?

American energy has transformed significantly in the thirty years since some regions of the 
country restructured their electricity markets to end utility monopolies and allow competition. 
Since then, markets have continually delivered lower cost power for Americans, even as tech-
nologies, emission standards, and power demands have changed.  

As leaders consider the future of energy—meeting increased demand from electrification, arti-
ficial intelligence, and data centers, while maintaining reliability—it is clear competitive markets 
are the right choice to help us meet our goals. 

Some states in PJM Interconnection, the nation’s largest competitive market, have raised the 
idea of leaving the market. But the evidence is clear that competitive markets consistently 
deliver the reliable, affordable, and innovative power system that consumers want and deserve. 
The scenarios below explain what a market exit might look like and the possibilities for a 
way forward with, or without, the advantages provided by competitive markets.

SCENARIO 1:  
What if a state remains within the competitive market structure?

ANSWER: Competitive markets continue to deliver afford-
able, reliable energy for customers. A recent study found 
that competitive markets have consistently performed 
better for customers compared to monopoly regions with 
vertically integrated utilities (VIUs).

However, markets are grappling with state-led political 
efforts to manipulate market prices and set price caps that 
ignore supply and demand. These efforts undermine the 
market’s functioning, while failing to address real issues 
like long permitting timelines and policies that continue to 
limit essential resources like natural gas. The most recent 
capacity auction sent a clear signal to developers that ad-
ditional generation is critically needed in PJM. More supply 
will be built—if state policymakers can let markets work. 
 
 
 
 
 
 
 
 
 
 
 
 

The Data is Clear: Markets Deliver

RELIABILITY: From 2013 to 2022, customers in 
competitive market states spent 11% less time without 
power each year, compared to those in VIU states.

LOWER COSTS: Customer electricity rates in vertically 
integrated markets grew by 86 cents more per kilowatt 
hour on average from 1996 to 2022. 

IMPROVED PERFORMANCE: Electricity consumed in 
restructured states was produced with 15% fewer CO2 
emissions than in VIU states from 1996 to 2022.

RISK PROTECTION: The financial risks of new projects 
lie with developers and their investors, not customers.

THE BOTTOM LINE: Despite bad policies and 
misguided interventions, competitive power 
markets have continually outperformed other 
models by delivering increased reliability, lower 
prices, and innovation. States should continue 
to harness markets’ adaptability to meet rising 
demand and changing habits.

https://www.allianceforcompetitivepower.org/fti-study-results


ANSWER: A full return to a monopoly VIU model would 
give control over every aspect of the electricity system to 
utilities and their state regulators. New project costs would 
fall directly to residents through increases in utility bills, 
without regard to whether the project has cost overruns, 
falls behind schedule, or fails entirely. VIUs put the risks 
and consequences of bad investments squarely on captive 
customers, not shareholders. 

Leaving a competitive market would also result in less 
innovative technology implementation, as utility regulators 
are often wary of approving anything but the status quo. 
Moreover, utilities don’t have a financial incentive to select 
for the most efficient energy sources and face no competi-
tion to drive down costs.

Both VIUs and independent developers face challenges in 
getting new projects permitted and built. But VIUs perform 
worse across key measures. 

SCENARIO 3:  
What if a state left the market to 
return to a vertically integrated 
monopoly system?

ANSWER: A Fixed Resource Requirement (FRR) is a  
step away from competitive markets that gives utilities 
more power and often allows them to build and own  
generation assets. 

Moving to an FRR would put greater strains on systems 
that are already struggling to meet. Individual utilities will 
have to spend more money to meet demand and keep  
the grid reliable, increasing costs for consumers.

Despite claims to the contrary, utilities are not necessarily 
able to build new generation any faster than indepen-
dent developers. Utilities ultimately face the same time 
constraints, permitting requirements, and costs. The only 
difference: they are able to pass more cost overruns on  
to customers. 

SCENARIO 2:  
What if a state allows some power 
generation purchases outside of 
market structures?

In 2024/2025  
Appalachian Power  
had a $464/MW-day  
capacity rate

In 2024/2025 
PJM had a  
$28.92/MW-day 
capacity rate

Even with recent increases, PJM’s 2025-26 auction results 
of $269.92/MW-day remain well below FRR prices.

FRR Competitive

VS.

FRR’s Could Cost Customers Dearly

THE BOTTOM LINE: Participating in markets like 
PJM allows for commonsense efficiencies of scale 
that keep prices lower. Increasing the use of FRRs is 
a misguided, localized approach that reduces the 
benefits of markets and puts more power back into 
the hands of utilities, without improving reliability 
or cutting costs for consumers.

Consumers Bear the Risks 

•	 In 2008, South Carolina Electric & Gas and Santee 
Cooper budgeted $11 BILLION to build two nuclear 
reactors. They never opened. 

•	 Costs ballooned to an estimated $25 BILLION  
by 2017 before the project was abandoned,  
leaving residents with a $9 BILLION tab for a  
non-existent project. 

•	 Today, 800,000 RESIDENTS in the area are still 
paying 5.6% MORE for their utility bills each month. 
They still owe another 15 years of payments for  
a plant that was never finished.

epsa.org @epsanews The Electric Power Supply Association

THE TAKEAWAY

Markets aren’t perfect, but they remain the right choice for consumers. They continue to evolve every day to meet the 
rapidly changing energy demands of our economy. 

The decision for policymakers is clear: return in whole or in part to a monopoly system that did not serve consumers 
or continue to refine a competitive market approach that has consistently delivered for Americans. Markets should be 
allowed to continue to reduce prices, bring down emissions, and provide reliable energy for consumers.

https://www.pjm.com/-/media/DotCom/about-pjm/newsroom/fact-sheets/securing-resources-through-fixed-resource-requirement-fact-sheet.ashx

