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TERMS\DEFINITIONS:

.Bureaucracy:

.Competition:

.

:

.Crisis:

.Decision:


.Decision-making:



.Incremental decision-making:

.Deregulate:


.Deregulation:


.Re-regulation:

.Elite:


.Theory:


.Elite theory:

.Energy: 


.Electricity:



.Distribute:



.Distributor: The act of distributing;



.Electricity distributors:



.Electricity manufacturers:

.Grayout:

.Politics: Who wins? Who loses? Who pays?

.Public policy:


.Public policy-making: 


.Public policy-making process:   A purposeful course of action followed by a 

player or set of players relative to scarce public resources 

or positions.


.Regulate:

.Regulation: The act of regulating.

.Psychological: Fear of rolling blackouts

CONTEXT:

Geographic: United States, California and its cities

.Administrative:

.Political:

.Economic:

.Social:

.Temporal:

.Psychological:

PLAYERS:

STATE: 
CALIFORNIA:

CONSTITUTIONAL OFFICES: www.ca.gov/California
EXECUTIVE:


Governor Gray Davis  www.ca.gov/California

*.Governor’s Office of Planning and Research


.BUREAUCRACY:



.PUBLIC AGENCIES:



*.California Environmental Protection Agency



*.Resources Agency


.QUASI-PUBLIC AGENCIES:



.California Edison



.Pacific Gas and Electric Corporation


.INDEPENDENT AGENCIES:



*.Public Utilities Commission  www.Cpuc.ca.gov/
  www.Cpuc.ca.gov/published/agenda-decision/4298.html
.Independent System Operators: Oversees the operation of electric power 

 lines on a regional basis. Some ISO’s schedule the flow of pwer to 

 prevent bottlenecks. Four ISO’s presently exist in the U.S. ; California 

 and Texas has one each; one serves the Mid-Atlantic states and one serves 

 the Northeast.


.CPUC Office of Ratepayer Advocates:

*.Electricity Oversight Board

*.California Energy Commission



.DISTRIBUTORS:



.Independent System Operator (sate sanctioned agency)



.California Power Exchange (state sanctioned agency)

LEGISLATURE:


State Senate: www.senate.ca.gov/fep/sen/committee/standing/energy/-home/#staff

.President Pro Temp: John Burton (D-San Francisco)


.Senate Minority Leader: Jim Brulte



..--------------Committee



.--------------Committee



.--------------Committee


.State Assembly: www.assembly.ca.gov


.Energy, Utilities and Communications Committee; Committee staff chief 

 consultant: Randy Chinn; Fax (916) 445-1389



.Utilities and Commerce Committee



.--------------Committee

JUDICIARY:

BUSINESS:


.GENERARTORS:


.SUPPLIERS


.Wholesale and Retail Electricity Markets: Utilities and power marketers who buy 

 and sell large amounts of electricity to one another for resale to customers (Retail 

 customer market  : customer, residential, commercial and industrial)


.DISTRIBUTORS:


.California Edison International


.Pacific Gas and Electric



.Power marketer


.Power Exchange: A pool for buying and selling power in some states. The price 

 of power is negotiated through the exchange, which can include utilities, power 

 marketers and other middlemen.


.OTHERS:


.Power Pool: A group of utilities and other energy companies within a region that 

 have joined to coordinate power plant and electric-grid operations to maintain 

 reliable delivery service.


.Power marketer: A company other than a utility, but sometimes a separate unit of 

 a utility, that buys and sells electricity. A marketer may resale electricity to 

 another marketer, to a utility or in some states, directly to the consumer. 


.Economy.Com/The Dismal Scientist; research firm, West Chester, Pa.; 

 Analyst, Dan Green 

.Reason Public Policy Institute; Executive Director; Adrian Moore (Private think 

 tank, Los Angeles)


.Public Policy Institute of California


.Taxpayer and Consumer Rights


.Chair of the State Republican Party: John McGraw  www.saveourpower,com
FEDERAL:
UNITED STATES:

EXECUTIVE:

.President: George W. Bush

.Bush Administration:

Chair: Energy task Force: Vice President: Richard Cheney


.BUREAUCRACY:



.PUBLIC AGENCIES



.Secretary of Energy



.INDEPENDENT AGENCIES:



.Federal Energy Regulatory Commission: Monitors sales of electricity 

 across state lines and regulates the use of transmission lines for such 

 sales.  www. us.gov


.Nuclear Regulatory Commission



.DISTRIBUTORS:

LEGISLATIVE:


.Senate:


.Barbara Boxer and Diane Fienstein (D-Ca)


 Senate Majority Whip: Tom DeLay (R-Texas)


.Senate Minority Leader:  Tom Daschle (D-S.D.)


.Chair: Senate Energy and Natural Resources Committee: Frank Murkowski 

 (R- Alaska)

.
.Top Democrat on committee: Jeff Bingaman (D-N.M.)


House:


.Chair: House Energy & Commerce Committee: Bill Tauzin (R-La.)


.Chair: Subcommittee on Energy and Air Quality: Joe Barton (R-Texas)


.Chair: House Ways and Means Committee: Bill Thomas (R- Bakersfielf)

JUDICIARY

U.S. District Judge: Ronald S.W. Lew, 

BUSINESS:


.Independent Petroleum Association of America: Chairman; Jerry Jordan; Vice 

 President, Lee Fuller


.GENERATORS:

.SUPPLIERS:

OTHERS:

.North American Electric Reliability Council: official overseer of U.S. power grid 

 reliability. NERC is a voluntary group of utilities and energy companies that was 

 formed in 1968 after a blackout struck the East Coast (Princeton N.J.). 

.Center for Responsive Politics

.Alliance to Save Energy

.Natural Resources Defense Council, Senior Scientist, Daniel Lashof.

.Sierra Club

.Taxpayers for Common Sense

.U.S. Public Interest Research Group

LOCAL: CITIES AND COUNTIES:

EXECUTIVE:


.BUREAUCRACY:



.PUBLIC AGENCIES



.INDEPENDENT AGENCIES:



.DISTRIBUTORS:

LEGISLATIVE:

JUDICIARY

BUSINESS:


.GENERATORS:

.SUPPLIERS:

* Task force 

HISTORICAL BACKGROUND:

Kranhold, katheryn, “Current Event,” Wall Street Journal Reports, Energy, 9\14\98, R4.

A handful of companies are competing to provide billing, and metering services for electricity. Many of them are looking to be the largest and the best at owning and operating power plants. Those players are unregulated subsidiaries of holding companies for traditional utilities and independent companies hat own power plants.

Traditional utilities in some states may continue to won power plants, if they do not have a monopoly on the generation of the electricity. These companies have had to sell most, it not all, of the electricity into the wholesale markets where utilities and power marketers that distribute  to retailers will purchase the power.

The wholesale market has emerged and is considered to be crucial by its advocates to deregulation. Why? Because buyers will pay prices based on supply and demand. 

Currently,  utilities have little incentive to operate efficiently because they get a guaranteed rate of return from regulators. The return is based on the cost of building and maintaining a power plant.

The wholesale market has been in existence for some time. Prior to 1992, for example, it consisted of utilities that traded power among themselves at prices slightly above cost. The reason for these low prices is the fact that regulators had previously guaranteed companies a set rate of return. 

Historically speaking, on a really hot or cold day, utilities went to the wholesale market to supplement their need for power. They did so because during these times the demand for electricity was at its peak. Subsequent changes in federal laws significantly changed this approach to the purchase of power. As a result, wholesale trading today involves utilities, other producers and entirely new categories of middlemen who buy and sell power. Moreover, power producers are intent on getting  top dollar for their wholesale electricity.

Given that regulators had previously frozen electricity prices, utilities were unable to pass on price spikes to their consumers. Hence, wholesale electricity prices and price spikes meant very little to the people who purchased electricity from California’s utilities.

That attitude changed during the summer of 1998. New power trading companies  and large power users experienced how electricity prices fluctuate on the open wholesale market. For instance, A severe shortage in the Midwest over several hot days in late June 1998 forced the price of power up 200 fold. The utilities responded by reducing the price of power to dozens of Mid-western manufacturers.

Deregulation has led to a rapid consolidation among utilities. 

As part of the move to competition, electricity rates for some consumers were cut. But other users were being hit by new surcharges

Adjusted for inflation, electricity prices were falling over the past 60 years. 

THE 1920s and 1930s:

By the 1920s and 1930s, only

a handful of companies controlled

America’s   electrical system. The

Prices reflected that condition.

Consumers paid about $ .06 a

Kilowatt hour (about 57 cents a

kilowatt hour in today’s money)


THE 1930s40s, 50s and 1960:

During the period between 1930 and the 1960s  there was a drop in prices. Part of the reason was the birth of a new state and federal regulatory agencies. Regulators  told utilities how much they could charge for producing and distributing electricity. Utilities in turn, were allowed to earn a fixed rate of return on the capital they invested in power plants and transmission lines. The catch was they were required to be reliable and operate within reasonable costs.


THE 1960s

The cause:




The effect

During the 1960s, engineering

.There was a reduction in fuel costs.

advances made power plants 


.Three was a reduction in electricity

more efficient.




 Prices.

.Utilities began to build bigger power plants

as a means of spreading around the costs.


THE 1970s

Things changed in the 1970s.

Cause:






The Effect

There was an increase in the



.1978 The Carter Administration  


Price of oil that marked a new


 initiated the Public Utility 

Period for utilities.




Regulatory Policies Act.








It:

   .encouraged energy conservation 








   .forced utilities to diversify the 

    types of fuel used for power 

    plants (including renewables such 

    as solar and wind). 

   .Compelled utilities to contract    

    with small independent power

    producers if those plants could

    generate power at the same price 

    or cheaper than the utilities’ plants 

    that relied on oil or natural gas.








.The emergence of competition in the 

 wholesale energy market.

.Utilities faced competition from 

 their own large industrial customers, 

 that built power plants inside their 

 fences to cut energy costs.


THE 1980s:

Utilities complained about the new competition in the wholesale electricity market. More specifically, they fought the Carter Administration’s policy all the way to the U.S. Supreme Court. During the early 1980s, the Supreme Court upheld the Carter policy.

According to the president and chief executive of Trigen Energy Corporation, Tom Casten, all utilities were monolithic in structure and function until the early 1980s. Trigen is a power producer that is located in White Plains. New York. It is also majority owned by France’s Suez Lyonnaise des Eaux SA. According to Casten, all of the utilities got together and decided what the hymn book would say and they sung the song.


The 1990s: THE EARYL YEARS:

Deregulation and competition didn’t start creeping into the language of utility executives until the early 1990s when the federal Energy Policy Act further opened the door to competition by ordering utilities to allow others to move power down their lines.

A 1996 order by the federal Energy regulatory Commission established more guidelines that required utilities to provide all power marketers open access to their transmission lines at the same rate.

THE LATE 1990s:

By 1998 the average cost was $.0845

April 1, 1998, was the date the country’s largest electricity market , California, opened its gates to competition. Anyone from residential consumers and small businesses to department stores and computer-chip makers could shop around for a  new, cheaper source of power. Rhode island and Massachusetts did the same. Several other states from Oregon to Pennsylvania and New York began to establish the rules and set deadlines for the introduction of competition.

Congress began debate on how and how quickly to deregulate the electricity industry. Several proposals were placed on the table that required states to put some type of competition in place within a few years.

The Clinton Administration put forth its proposal in Spring 1998. It called for utilities to diversify their energy sources to cut costs. Most of the nation was expected to have undergone some form of deregulation by the year 2003.

Some states took their own sweet time at deregulation. Utah, for example, postponed legislation in Spring 1998 that would have deregulated the industry in the state. This action was taken after watching power prices on the wholesale market in the Midwest move from $30.00 a megawatt and spike at $7,000.00 a megawatt. 

Regardless of the entities that produces the power, the utilities will continue to own the power lines, poles, and switching stations that route power to customers. The transmission and distribution of electricity remained regulated and in the hands of the old-line utilities. 

Regulators continued to be involved in this line of the energy business because they did not want companies building overlapping power grids in the same market. They also wanted to ensure that new producers could get their supplies t the market.

Cause






Effect


The utilities adapted to the changing


Duke Energy Corp., Charlotte, N.C.,

Environment by reaching out of their 

Houston Industries Inc., Houston;

Territories to grab new business as 


AES Corp., Arlington, Va., acquired

soon as they became available.


Power plant in California. Their goal 

was to take a piece of that market.

.San Francisco based PG&E Corp., 

 sold its plants in California, and 

 purchased generating facilities in 

 New England.

.FPL Group, Inc., Juno Beach Fla., 

 the parent of Florida Power & Light 

 and Atlanta-based Southern Co. 

 purchased plants in the Northeast.

Utilities began to work to convey a more dynamic, innovative image, spending millions of dollars on advertising and image makeovers. Many of them dumped stodgy names that marked them as utilities in favor of new-age identities that sounded  good to focus groups.

For instance, in 1997, Public Service Co. of Colorado merged with Southern Public Service Co. The combined company called itself New Centuries Energy. San Diego Gas & Electric created a holding company called Enova Corporation. Once it merged with the parent company of Southern California Gas, Enova renamed itself Sempra Energy Corporation.

Utilities also began to change their thinking about customers. Unlike the monopoly period, retaining customers’ business now meant keeping  them happy. The companies began spending millions on educating their employees about customer service. They even coached employees to call consumers “customers” instead of “ratepayers.” 

Along with electricity, some utilities began offering extra services, such as, telephone, home security and cable services. Workers for MidAmerican Energy Holdings Co., Des Moines, Iowa, were supposed to ask their customers, “seed or sod?” after tearing up their lawn to install new equipment. Meter readers and service crews could also issue a $25.00 voucher on the spot if a customer had been inconvenienced during  service.  Mid American was acquired by CalEnergy Corporation., of Omaha, Neb., created a list of promises to customers that was inspired by the GOP’s Contract with America.

Many of the companies pushed innovative products, such as, high-tech electric meters and energy efficient appliances to complement their services. There was a meter developed by Enron’s and CellNet Data Sytsems Inc., of San Carlos , California. It told you exactly how much electricity you sued every hour. The intent was to enable customers to figure out what they could expect to pay at the end of the month.

Once regulators stopped setting prices, utilities began varying their rates to reflect demand. For example, charging premium prices during the day and discounted rates during off-peak hours overnight. Some experts predicted consumers would alter the patterns of electricity use once they figured out the savings potential. According to the experts, daytime rates increased six or seven times higher than past rates.


THE YEARS 2000/2001

California’s power crisis surged through the political and financial worlds Tuesday 12\26\2000. It occurred as a shape jump in the profit outlook of major electricity generators who are supplying California with electric power. The condition is grounded in a renewed controversy over alleged price gouging on the eve of public hearings to hike consumer bills.

The forecast of higher profits helped trigger a stock market rally in the key energy sector. It occurred at the same time Governor Gray Davis met with Federal Reserve Chairman Alan Greenspan in Washington D.C. The governor’s intent was to seek Greenspan’s advice on, How to deal with California’s energy crisis. The governor also met with U.S. Treasury Secretary Lawrence Summers.

Leaders of both Pacific Gas & Electric and Southern California Edison utility companies stated they are at financial risk.   That is, eight billion dollars in uncollected energy debts

Have placed them on the brink of bankruptcy. Moreover, such a situation may risk California’s economic prosperity.
 

According to Davis, “deregulation  of electricity has been a colossal failure so far.” “ I’m not going to let these generators making eight and nine hundred percent [profits] unduly drive California to its knees.

Deregulation in California has failed to produce cheaper wholesale rates. Actually, the reverse has been the case. Wholesale electricity costs have experienced an exponential increase. The causal factors for the increase were identified as unexpected growth in demand and shortages of generation capacity. The difference between frozen consumer rates and the sky-high wholesale costs has cost the utilities more than eight billion dollars. 

For instance, wholesale electricity in California has increased from an average of three cents ($0.03) per kilowatt-hour between January –April 2000. A kilowatt-hour generates enough electricity to operate a computer and modem for seven hours. By August 2000, that figure had increased by 600 percent ($0.18 per kilowatt-hour). 
 Even after the summer peak in demand, December, 2000 saw  the price of electricity rise to over $0.25 cents per kilowatt-hour. . 

Governor Davis stated his intention to use his State of the State address (01\08\2001) to outline his plans and encourage efforts to generate more power if California. The governor also plans to ask California consumers to use less electricity.

What a lovely mess in California. Wholesale electricity prices are zooming, power reserve margins are shrinking, the state’s two biggest utilities are on the verge of bankruptcy and its Governor is just gone, hat in hand, to visit Alan Greenspan, as though he could somehow make all of this awfulness go away.
 

California has created an unusual problem for editorial writers. Too much blame! The Wall Street Journal editorial staff was dizzy trying to decide how to allocate the blame for California’s electricity crisis. However, they ventured a best guess.

The stars:

An unfortunate misalignment of the planets has zoomed prices nationwide for an important raw material in electricity-natural gas. And in California, which depends on natural gas, higher prices have been aggravated by an inadequate supply of electricity generation and insatiable demand.  The demand for electricity has been increasing at almost triple the national rate of increase of two-to-three percent a year.

The magic moment occurred when the planets governing prices collided with the need to shut down 25 percent of generation capacity sometime during December and November, 2000. During the summer of 2000 was difficult for electric power generation. Some of the plant shutdowns were for maintenance and repair, some because plants had reached their air-pollution limits for the year. In the past, California would gulp down some power from neighboring states in the Northwest. However, the planetary influences in the Northwest have not been auspicious either. A drought has left hydropower plants with less generating capacity: and colder weather, earlier than usual , has swelled the demand.

Wiliam Cos, a producer and trader of electricity and natural gas stated that its fourth quarter profit will “substantially exceed expectations. This condition, as well as, cold weather, and volatility in the U.S electricity markets contributed to the rally in energy stocks. The projections for Williams, (Tulsa, Oklahoma) comes at a time when things are politically sensitive. Their previous quarter saw a quadrupling in net income.

Williams shares surged $4.56  (almost 14%) to $37.44 on the 12\26\2000 New York Stock Exchange. For the most part, California is the largest single market for the operation of electricity. This means that generators  derive a significant share of their profits from the California market. Similar increases to Williams were experienced by the following several energy wholesalers: 


Name:


Increase
Price


.Calpine:

$2.69

$44.63


.Dyergy:

$3.75

$56.63


.Southern Company
$0.75

$33.69


.Duke Energy

$2.63

$87.13


.Enron


$2.31

$83.50

Rep.-elect Susan Davis (D-San Diego) advised Williams and other purveyors of electricity to “hold down those profits, because they will increase consumer frustration with electricity deregulation. People who want to see open and competitive markets will see that consumers won’t go along because they are being gouged. They are unhappy about that and rightfully so.” 
 Actually, consumers have become outraged at these profits and seem to be calling for some form of legislative relief. They may seek relief in the form of a windfall profits tax.

Duke  Energy North America is a major energy generator in California. Its spokesman, Richard Fernandez, defended the energy industry’s profits by calling the market a basic supply and demand environment. The too, Atlanta-based Southern Energy responded to the profit dispute. Its spokesman, Chuck Griffin, stated that Southern Energy’s California power plants are capable of lighting three million residences. We [Southern Energy] have functioned in accordance with rules established by the marketplace. Sometimes those rules operated to our financial advantage and others when they worked in the opposite direction. 

Barry Abramson is a senior utilities analyst, at UBS Warburg in New York. He stated that power generators are having a great year because the eight billion dollars in utilities losses are going into the income statements of the generating companies. “ It is going from one pocket into a dozen other pockets.”

The Regulators:

The year was 1996 and California regulators took their first step toward the deregulation of electric power. More specifically, they did not deregulate electric power. Instead, they vaguely made a pass at it. The result was a wholesale price that is relatively free to reflect market conditions in generation, but the retail price to consumers remains frozen. That is not deregulation; it is California’s popular Santa Claus theory of economics. Thus, when wholesale prices started to rise sharply in June, utilities were forced to buy higher priced power without being able to pass the increase along to consumers. The mismatch has resulted in a multibillion-dollar shortfall that has Southern California Edison saying it cannot pay its power bills due January forth. “Consumer advocates” seem to think the utilities have stashed money somewhere.  Nonetheless, credit rating agencies, looking at the current runaway debt situation for both Pacific Gas &Electric and Southern California Edison, have downgraded their ratings, making it more expensive for them to borrow.

The very same regulators then made a muddle when they tried to rush to the rescue. First, when the price of power rose, state regulators slashed the price cap on wholesale prices to $250.00 from $750.00 per megawatt-hour. This of course caused those who generate power to sell it to states without price caps. So the regulators dropped the cap completely only to watch prices shoot up to an amazing $1,400.00 per megawatt-hour. Then the regulators called the feds. The Federal Energy regulatory Commission ordered more price caps and the Secretary of Energy, Bill Richardson, ordered 75 Western wholesalers to continue selling to California utilities, despite the fact that they may not be able to pay their bills.

The California Public Utilities Commission began holding emergency public hearings on 12\27\2000 on possible electricity rate hikes. They were called after Wall Street debt-rating firms warned that Southern California Edison and PG&E were headed toward insolvency. To stave off this possibility, California is going to have to raise consumer prices that were frozen by the landmark 1996 electricity deregulation law.

Carl Woods, California Public Utilities Commissioner, is a appointee of  Gov. Davis. He advised that consumer groups and utilities had the opportunity to speak during their 12\27-28\2000 hearings.  Panel members also cross-examined  utility executives relative to their claims of financial distress. Audits of Edison and PG&E were accomplished to derive the actual financial condition. 

The Utilities: 

The utilities not only agreed to the original bogus deregulation scheme, but supported it. The scheme itself is a masterpiece of short-term thinking. 

At the time, energy prices were low, so having a plump fixed rate must have looked mighty good. So the utilities cheerfully signed off on an arrangement that provided them with fixed rates t consumers and mandated that they buy power – whose price was not fixed – from a central exchange; moreover, the scheme dictated that they could buy no longer  than one day ahead of need. No longer-term or side contracts permitted. In

other words, the utilities agreed to buy in a volatile commodity market without the tools allowing them to hedge.  Nor have the utilities shown interest in investing in metering that gives consumers a peek at what they are paying for electricity. Thus consumers not only have no incentive to conserve, but have no idea of how much their own use of electricity costs.

Early in December 2000, the Federal Energy Regulatory Commission concluded that the California energy market was dysfunctional.  However, it did not take steps to resolve the situation.  Consequently, Southern California Edison formally file suit in Washington D.C., against the Federal Energy Regulatory Commission on Tuesday 12\26\2000. The complaint is that the FERC was responsible for ensuring that wholesale electricity is sold at “just and reasonable” rates.

Consumer groups have shown no sympathy for the utilities or the generators who sell power to the utilities. Harvey Rosenfeld, president of the Foundation for taxpayer  and Consumer Rights stated that, the rising price of  profits to generators demonstrates a massive transfer of money from ratepayers to generating companies. Rosenfeld also described the PUC hearings as a “cover for a deal.” “There is no need to bail out the utilities. They asked for a free market, so they should seek a free market solution.” That is, by “borrowing more money or by declaring bankruptcy, not sticking customers with the cost of their non-competitiveness.” 
  

The State of California:

If the electricity crisis were occurring in any other state than California, the nation would be covered with sympathy. California is an advanced example of the peril of Nimby. It has the strongest environmental regulations and plant site and permit procedures. 

They are so tough that no new substantial power generation has been added in since the mid-1980s. This condition causes Nimby to be replaced with Banana… Build Absolutely Nothing Anywhere Near Anyone.

California is presently importing 20 percent of its power. Its general assumption has been that states in the Northwest and Southwest would continue to supply its needs. When this state of affairs did not occur, California merely got the feds to order the neighboring sates to send power.

A September 2000 survey by the public policy Institute of California listed the Governor’s job approval rating at 66 percent. However, 28 percent of the respondents approved of the manner in which the Governor is managing issues relative to utility deregulation. An October 2000 survey by the same institute showed that Davis lost five percentage points (60%) in his approval rating.

Gov. Davis is up for election in less than two years. Moreover, there is talk of him being a possible Democratic presidential candidate in 2004. 

Players who tell electricity consumers to reduce their consumption and conserve electricity face a serious challenge.
 First, the 1996 electrical energy law fixed the price consumers pay for electricity. This leaves consumers with no incentive to conserve their electrical energy use. 
  

Second, consumers can evaluate the degree to which a water or food crisis exists. They have seen dry reservoirs and withered crops in the fields. During the 1970s’ oil embargo consumers saw empty oil pumps and long lines of automobiles. Relative to each experience there was a clear, visible condition that motivated consumers to conserve water, food and gas respectively. Conversely, consumers cannot evaluate the degree to which California is experiencing an energy crisis. Unlike water, dying crops or gasoline, electricity is a mysterious, invisible and fleeting commodity. By flipping a switch consumers gain access to whatever level of electricity they need to power any electrical light, device, appliance or machine. 
 

Third, electricity is created by power generators and transported through a huge electrical “power grid.” to various jurisdictions. California’s 55, 000 megawatt power grid is seldom seen and scarcely understood by the average citizen. The same is true of the product (kilowatt and megawatt-hours) that is sold to power distributors with specific geographic, political and administrative jurisdictions. The latter player then sells the electricity to business and residential consumers. 
  

Fourth, the message that California is suddenly running out of electricity has fallen on the deaf ears of a cynical populace. Consumers are seriously questioning whether the energy crisis is real. 
 What occurred in San Diego, California in the summer of 2000 provides a scary look into the consumer mind-set. San Diego Gas & Electric is California’s third largest investor-owned utility. It ended a rate freeze in the middle of 1999 and rates dropped abruptly. Everything seemed fine until the price of power skyrocketed during the summer period. As consumers saw their electric bills increase, they began conserving on the use of energy. At the same time, they went berserk and demanded rates be frozen once again. California’s legislature succumbed to their demands and froze energy rates.
 

Energy challenges did not bring down Democrats in November 1999. For example, San Diego, California was ground zero over the electricity-rate increases. State Senator Dede Alpert (D-Coronado) voted for the 1996 legislation that deregulated California’s investor-owned utilities. Nevertheless, she managed to beat back a challenge from Larry Stirling ( R ). Assemblywomen Susan A. Davis (D-San Diego) found herself in a similar situation. 

For example, Davis’s, opponent for the assembly, Brian P. Bilbray had previously signed a congressional letter supporting the state deregulation bill. Yet, he severely criticized Davis for supporting the deregulation of electricity. 

Thanks to a democratically controlled Legislature and the Governors office, Susan Davis was able to reverse her position and criticize electricity deregulation.  More specifically, during the summer of 1999, she coauthored a bill, signed by the governor, to roll back rates for two years. The intent was to give certain players the opportunity to devise a new energy system.  Susan Davis’s reversal was reminiscent of former Gov. Edmund G. Brown Jr’s. reversal of support for Proposition 13 in 1978. 

Bilblay had been completely neutralized by Susan Davis’s reversal on deregulation. All he could do was then criticize the utilities at a San Diego hearing. 

As the 2002 elections draw near, Sacramento Democrats are carefully observing congresswomen-elect Davis’s winning strategy. Matter of fact, Governor Davis called for a special legislative session for January 2001. The intent of the session is to focus on the power industry. 

According to professor of social history, Phillip Ethington, since the 1970s there has been a significant decline in public feeling. At that time the oil embargo forced every member of the work force to wait in gas lines for hours at a time. There was a sense that human beings had used up the majority of  the world’s fossil fuel. Americans responded in a display of public spirit by significantly reducing their gas consumption. The long gasoline lines disappeared within one year of the oil embargo. Moreover, big automobiles became fashionable once in the 1990s. 
 

Objective evidence in the past 30 years has shown that government and corporate leaders were overly pessimistic about the earth’s fossil fuel reserves. This evidence represents one perspective that has increased consumer doubt relative to government and corporate leader pessimism about California’s alleged energy crisis. The same thing can be said for the general cynicism that contemporary Americans seem to be harboring about today’s governments and corporations. 
 

Past evidence about social crises and present government cynicism have conspired to create a general premise among today’s consumers. That is, all “crises” are managed and manipulated by powerful, large and unseen interest groups. 
 The challenge, however, is that consumers cannot identify a clear antagonist. Instead, they can only settle for players who engender their resentment. 
 

According to Ethington, consumer resentment towards government and corporate officials is based on personal feelings of prosperity, self-centeredness, and reckless optimism. Resentment then, might be defined as consumer anger for  having to give up or limit one’s personal conveniences for the public interest. 
 

Statewide consumer advocate, Mindy Spatt of the Utility Reform Network, stated that “ “huge, huge profits are being made because of this supposed shortage.” Her assessment is that the present crisis is a result of market manipulation by private companies who purchased power plants in the past four years. “Anyone who owns a power plant is making money.” Harvard University professor, Robert D. Putnam’s book, Bowling Alone: The Collapse and Revival of American Community, suggests a similar distrust of our neighbors. 
 Putnam states that “if I think everybody else in the neighborhood is going to keep on  using electricity, I feel I’m a fool to cut back n mine.” 

Putnam’s research is based on 490, 00 survey interviews between 1975-2000. His findings identified four causal factors. They were: (1) television, (2) urban sprawl, (3) two-career families and (4) the lack of shared experiences similar to those who lived through World War II. According to Putnam a blending of the four causes has markedly impacted the historical American experience. 

For example, Americans are experiencing  (1) lower rates of participation in community groups, (2) fewer family dinners, (3) less socializing at bars, (4) fewer blood donations, (5) fewer picnics and (6) fewer bowling leagues. This evidence strongly suggests that Americans are more isolated than at any time in their history. That may be a reason consumers are more selfish than populations prior to the 1970s. 

Despite all of Putnam’s evidence about American isolation, it in no way proves that contemporary Americans are less willing to make sacrifices for the public interest. 

It is critically important to note that the 107th U.S. Congress and the U.S. Executive branch are under Republican control. 

U.S. Energy Secretary, Bill Richardson, temporarily orders power suppliers in the West to ship excess electricity to California. This condition temporarily rescues California from statewide rolling blackouts. 
 

State Senate Pro Tem John Burton and U.S. Senator Barbara Boxer have requested Attorney General Janet Reno to investigate “potential collusion and any  other unlawful acts” by power producers. They can start it,” observed Burton, and let the Bush Administration stop it.” 

President-elect George W. Bush has expressed concern over rising energy prices nationwide. If Bush dos not assist California, he risks severely hurting key California supporter State Senate Minority Leader Jim Brulte (R Rancho Cucamonga). The same fate rests for the architect of the 1996 deregulation law… state senator Steve Peace (D-El Cajon). It would be challenging to take Brulte off a now famous photograph with former Republican Governor Pete Wilson signing the deregulation bill. 

Retiring State senator Cathie Wright (R Simi-Valley) said she is enjoying watching Brulte and Peace try to over their challenges with the deregulation law. She further stated that in her caucus, “deregulation was it.” 

Now he has added power producers, among Bush’s strongest supporters, to his villain’s list. Soon he will be able to thrash the entire Bush administration, and the GOP led Congress, for California’s energy problems, in much the same way Wilson, running for re-election in 1994, successfully lambasted Clinton and congressional Democrats on immigration reform. 

Proposition nine, the foundation’s previous attempt to take on California’s  deregulated market , was defeated in 1998. But that was then. Yes, there will be another wildly expensive  campaigned against  any re-regulation proposition, but that  would not guarantee defeat. Think back to the campaign to pass Proposition 103, the auto insurance reform of 1988. Although outspent by opponents 10 to 0ne , the initiative prevailed because Californians rebelled against high rates, and the insurance industry waged a fragmented and inept opposition campaign. 

Governor Davis is actively seeking relief for consumers. At the same time, he is besieged by utilities, manufacturers, energy suppliers and others. 
 This is no small matter because Pacific gas & Electric and the Edison Company donated $450, 000 to Davis’s campaign for governor.

The year 2001

PLAYERS:

.Federal executive branch:

.President-elect George W. Bush*

.Bush administration*

.Clinton Attorney General, Janet Reno*

.Federal Legislative branch:

.U.S. Republican controlled Congress*

U.S. Senator, Barbara Boxer (D) Calif)*

.U.S. Congresswomen-elect Susan A. Davis (D-San-Diego)*

.U.S. Congressman Brian P. Bilbray*

Federal bureaucracy:

.U.S. Energy Secretary, Bill Richardson*

.Federal energy Regulatory Commission*

.Washington Armchair bureaucrats*

National and regionally-based  businesses:

.Power suppliers in the Western U.S.*

.Power manufacturers*

.Power utilities*

.State executive branch:

.Gov. Gray Davis*

.Governor’s Office*

.Former Governor, Pete Wilson*

.Former Governor Edmond G. Brown Jr.*

California state legislative branch:

.State Legislature*

.President Pro tem John Burton*

.Senate Minority leader, Jim Brulte*

.Senator Steve Peace (D- El Cajon).*

.Senator Dede Alpert (D- Coronado)*

.Retiring Senator  Cathie Wright (R Simi Valley) *

.Law makers*

.State Legislation:

.1996 deregulation law* 

.1996 Legislation that deregulated California’s investor-owned utilities.*

.Proposition 13,  1978 (passed).*

.Proposition 1998 (defeated)*

.Proposition 103   1988 (passed)*

State-based businesses:

.California’s investor-based utilities*

.State bureaucracy:

.Power industry*

.California State Public Utilities Commission*

Lobby/Interest groups:

.Public Policy Institute of California*

.Harvey Rosenfeld, Foundation for Taxpayer and Consumer Rights*

.Powerful business interests*

.Sacramento Democrats*

.L.A. Times*

.Democrats*

.Republicans*

.Campaign supporters*

Individuals:

.Republican Larry Stirling*

.Survey respondents*

.California Constituents (voters)*

.California consumers*

Processes and procedures:

.San Diego hearing.*

.California State elections (2002)*

.National presidential election 2004*

.Special California State legislative session (January 2001).*

.Possible ballot initiative 2002*

Places:

.California*

.San Diego*

.Sacramento*

.Washington D.C.*

.Western U.S.*

(Jaffe Article = *

Policy Initiation:

SYMPTOMS:

.Rolling blackouts of residences and businesses*

.Power rationing of residences and business.*

.Electricity rate increases throughout California*

.Increasingly high costs of energy in California and elsewhere in the nation.*

.Angry consumers of gas and electricity.*

.Anxious politicians.*

Jaffe article =*

PROBLEMS:

.Why is California experiencing an energy crisis? *

.How can the energy be managed?*

.What caused the energy crisis?*

ISSUES:

Editorial:

California will need to understand that there are trade-offs.  Either it:

.The extent to which California is willing to completely deregulate its electric 

 power industry?

.Whether or not, California is prepared to take the occasional bad consequences 

(higher prices) with the more frequent good consequences (lower prices)?


.The degree to which California will continue to shield electricity users from price 

 volatility?


.Whether or not California is prepared to  suffer from inadequate supplies of 

 power? 

.Whether or not California will continue to indulge its hyper-aesthetic 

 environmentalism?

.Whether or not California will build the necessary factories for power 

generation?

Jaffe:


.The extent to which California’s energy crisis will create severe rationing of 

energy? *

.Whether or not California has sufficient power to avoid rolling blackouts? *

.The degree to which California is facing an energy crisis? *

.Whether or not the energy crisis is impacting Governor Gray Davis’s approval 

 rating?  *

.Whether or not the Governor’s office of the legislative leadership have ruled out 

 some level of re-regulation? *


.Whether or not the Bush Administration will respond to Governor Gray Davis’s 

 appeals for assistance in a timely manner? *

.Whether or not president-elect Bush feels obliged to rush to aid a governor who 

 is being considered as a presidential opponent in 2004? *

.The extent to which President-elect Bush feels compelled to bail out a state that 

 went solidly for Vice President Al Gore in the 2000 election? *

.Whether or not an energy initiative makes it to the ballot? * 

.Whether or not an energy initiative can succeed? *


.The extent to which Gov. Davis can please both voters or campaign supporters? *

.There is also the threat of a proposed 2002 ballot initiative, authored by 

 consumer activist Harvey Rosenfeld and his Foundation for Taxpayer and 

 Consumer Rights, that would restore utility regulation and authorize a state 

 takeover of private power operations.

Policy Calculation/Estimation:

Terry Winter is president of the Independent System Operator (ISO). It operates most of California’s huge electrical grid,. The spokesman for ISO, Patrick Dorinson, indicated that the demands of the information age have placed people at the mercy of generating limits and market forces. The experiences in suburbia where consumers continue to put more electrical devices in their residences. Then there are the corporate hubs in Silicon Valley with all of its server farms consumer vast amounts of energy. 

Conversely, Susan Garfield, of the State Energy Commission, suggests that California learned from the 1970s in that it instituted new building regulations, appliance energy use standards and higher levels of consumer awareness about conservation. 

Still, California has not added any supply to the California system, it has held up until the years 2000.  Forecasters thought that California’s demographic increases would  require the state to develop a massive system capable of providing 85,000 megawatts.  Instead,  stated Garfield, California has managed to get by with a 55,000 megawatt system. We have avoided constructing 32 large-size power plants.

OPPORTUNITY:

WSJ Editorial:

.Optimists see the opportunity for some sort of resolution.

.The editors of the Wall Street Journal are betting on seeing a wider opportunity to assign blame.

Jaffe:

.For Gov. Davis and Sacramento Democrats to take note of  former state Assembly-

 women Susan Davis’s winning strategy in a similar situation. *

.For Gov. Davis to blame the crisis on the Bush Administration. *

.For the Bush Administration to neutralize Gov. Davis as a potential presidential 

 candidate. *

 .For suppliers to make a significant profit. *

.Possible Scenarios:

.Embrace power rationing, 

.Born again re-regulators running for reelection, 

.businesses leaving the state because of deregulation.
 

PREMISE:

.Though blame has many receivers, in this case there is only one crucial lesson. That is, “you cannot have your cake and eat it too.” 

.California’s energy crisis has handed Gov. Gray Davis his first major managerial

 headache. *

.California’s energy crisis has handed Gov. Gray Davis his first major political 

  headache. *

.Gov. Gray Davis’s approach to California’s energy crisis, is:

.grounded in the avoidance of risks,

.based on making sure nothing unpleasant occurs to rattle voters while he is in 

 office ( new taxes, power rate spikes or energy shortages). *

.Davis’ attempts at solving the energy problem is dependent upon:

.how winter and summer weather go,

.if the initiative qualifies and, 

.how the campaigns resonate with voters. *

Davis has been characteristically cautious in his approach to the possible initiative. Re-regulation could put him squarely between:

.the rock of angry consumers and,

.the hard place of state utilities and powerful business interests. *

MEANING:

.Consumers will get a short term political and economic fix on the energy crisis. *

.Consumers will experience a high priced long term consequence of short-term energy 

 reform. *

.Given California’s Democratic bias, the state’s electricity emergency represents the 

 proverbial skunk in the Rose Garden for Davis and legislative Democrats. *

.Given the fact that Republican state senators are out of step on several issues in 

 California, their continued support could make it more difficult for the GOP to gain 

 ground in 2002. *

.Reports indicate that California’s energy crisis may be heading across the West. This

 condition increases the need for republicans in Washington D.C. to deal with the issue. *

.Constituents are angry over skyrocketing utility rates. This means that congressional seats could be put at risk in two years and harm Bush in 2004. *

.Fit the energy problem to voters’ satisfaction or risk losing. If you cannot appease the voters, face the problem early enough to dissipate their anger well before election time. *

Policy Selection /Adoption

During the early weeks of 2001:

.The federal order that required Western wholesalers to sell California electricity

 came to an end. 


.The California Public Utilities Commission made adopted  or not, higher rates for 

 consumers?

.The federal courts adopted or not to accept the Federal Energy Regulatory 

 Commission’s price caps?

Policy Implementation:

During the early weeks of 2001:

.payment was due on Pacific Gas & Electric and Southern California 

 Edison’s bills for power from the Western states.

Policy Evaluation:

During the last quarter of 1998, the electric transmission system was like rush-hour on a congested highway with double the usual amount of traffic flow. Deregulation was the reason for the surge for space on the nation’s network of power lines.  As more firms look to purchase and sell electricity, the power grid’s capacity was stretched to its full potential.  Moreover, there were power market players who stated that the grid often favored utilities that owned the lines. Despite this assumed favoritism, players criticized the system’s slow and awkward space reservation processes. 
     

The vice president of energy delivery and utilization at the Electric Power research Institute related that the transmission system was not designed for wholesale trading. For instance, bottlenecks in the system made it impossible to complete economic transfers in a timely manner. This included California, as well as, from New York to the Midwest, there are times when it was not possible to complete economic transfers in a timely manner.
 

The network of high voltage, long distance transmission lines across the United States is separate from the lower voltage lines that carry electricity to homes and businesses.

Fifty years ago the network began development when utilities decided to share power. This was done in lace of building separate facilities to meet their peak power needs.

The transmission lines are owned by investor-owned utilities and some public power utilities. 
 ???????????????

During the 1970s the transmission grid took on new importance. Changes in federal required investor-owned utilities to buy electricity from non-utility generators. The same federal law was placed on universal access to U.S. transmission lines. Almost 30 years later, utilities continued to own the transmission lines. However, states that were moving toward competition established neutral entities called Independent System Operators (ISOs). The purpose of the ISOs was to manage access to the grid. They literally functioned as electricity traffic policemen. More specifically, the IPOs made sure that access to electricity was given to non-utility producers and middlemen who desired to purchase and sell electricity. The latter players were called power marketers. 

Given that the system was deceptive in its complexity, it was quite challenging to establish and improve practices in transmission reservation. For example, power was moved onto the grid by generators or power producers. It was then taken off of the grid to serve customers. To track individual electrons through the transmission grid, accounting-based computer programs and meters were used to mimic actual flow of power on the grid. 

A moment-by-moment balance had to be made between the amount of power that moved into the system in relation to the amount of power that left the system.  Except for some places where IPOs were designated, that function was the responsibility resided with the line-owning utilities. Use of the transmission grid was priced separately from the cost of power. As deregulation moved to the retail level, an ideal was for consumers to see distribution costs separated from power costs on residential bills. 

Utilities that owned transmission lines were required to allow third-party suppliers to have access to their lines. Yet, federal laws permitted a two-tier system access system to the grid. Under this structure, demand within a utility system had priority for transmission service over power transactions originating or aimed outside the region. Therefore, power traders waited until the utility system had completed its transaction. 
 

Enron Corporation’s senior vice president of government affairs, Steve Kean, a truly competitive market required that additional access rules be established by the system. 

This meant the elimination of the two class system. Federal regulators were not only focused on amending the laws, they were also forced to deal with abuses that occurred within existing rules. For example, there were preferences in transmission access that line-owning utilities might grant to affiliates that were involved in trading electricity. 

Near the end of the 1990s, the deputy director of the Federal Energy regulatory Commission’s Office of Electric Power (Kevin Kelly) discussed the two –tier system. He stated that the commission merely acknowledged the transmission system’s traditional use of moving power to the customers in each utility’s territory. Kelly further stated that the commission examined issues that emerged with open access. 
 

Separate from the preference for meeting demand within a local system, rules adopted in 1996 required utilities “to behave as if they did not have both transmission and generation.” When the commission constructed those rules, it recognized the potential need for additional steps to create stronger walls.  By September 1998, the commission was whether to require utilities to turn over control of their transmission lines to  independent players like an ISO. 

Power marketers stated that with the existence of ISOs, they were not guaranteed open access. Several ISO rules (rate caps on ancillary services) served to protect utilities from the market. ISOs were also reluctant to innovate their system. For instance, ISOs in California Texas and in the Northeast did not plan for needed improvements in the transmission grid. Instead, they established transmission rates and may have removed incentives to competition among of companies  that own transmission lines. 

During the early weeks of 2001 Standard & Poor’s:

.made a decision on whether to lower the PG&E and the Southern California 

 Edison utilities’ credit rating into junk bond territory?

Policy Limitation:

Incremental Decision-making:

In today’s term-limited political environment, both legislators and governors, regardless of party, tend to go for short-term fixes. They look to solve policy crises with voter (and contributor) friendly solutions that offer near instant political gain (rate caps and regulation) and delay the economic pain (the inevitable consumer pay-up) until they are ousted by term-limits and or seek another office. 

That strategy might help the governor and legislators through the next political campaign. But, it would do little to spare Californians from the long-term consequences of short-term and short-sighted reform. 

PRINCIPLE:

The intensity of the voters on an issue tends to overcome all other factors. It is political survival. 

SYMPTOMS 

PROBLEMS:

Who will end up better off as the market sets rates in place of state regulators?

ISSUES:

.The extent to which deregulation is vigorous.

.Whether or not the benefits of deregulation is equitable for all customers?

.The degree to which consolidation among utilities leads to diminished competition

.The degree to which consolidation among utilities will lead higher future prices.

.Whether or not, potential benefits justify the uncertainty?

.The degree t which small business and residential customers will benefit from deregulation?

OPPORTUNITIES:

A huge change

“To have many competitors instead of someone having  a large part of the market and controlling it.”

.For consumers t become more aware of what they are purchasing., ho much they are paying and how to shop for the best deal.

MEANING:

Consumers will have to shop for electricity.

Utilities will actually have to sell instead of just delivering electricity

Investors will have to take a closer look at managements, strategies and priorities for the correct mix.

.Leaving energy prices to the vagaries of the market unnerves some critics of 

 deregulation.

.The electric industry should be most efficient, but there is no guarantee that this eficieny translates into lower rates for everyone.

There may or may not be savings for residential customers.

PREMISE:

Jeffrey Skilling, president and CEO of Enron Corporation (Houston based Gas and electricity giant) the electricity industry has been frozen in time. It is going into the 21st century without having gone through the 20th century.

The effects of deregulation will be felt throughout the economy and effect every industry.

To sell electricity at the cheapest rate to marketers, power plant owners attempt to operate the most efficient plant possible. 

Deregulation proponents argued that vigorous competition benefit both large and small consumers.

Robert Anclien, head of the utility practice of Andersen Consulting, predicted that industrial consumers would see their rates fall because they were the biggest power users.

Utilities would compete aggressively for the business of industrial customers.

Energy economist, Eugene Coyle: Small electricity consumers will end up paying more for their power by 2008 because fewer suppliers will be competing for consumer business. It costs more than $100 million to build a power plant. Few companies would be willing to invest the money it takes to construct a power plant if they are not offered a guaranteed a return of their investment.

CONCEPT:

Competition:

Deregulation: The idea of deregulation splits off two lines of the power business. Until now it has been controlled by the monopoly utilities. Their role and responsibilities were to:

.deal with the generation, billing, metering of electricity,

.allow new players to:

.compete in providing electricity, metering and billing services,

.set their own prices instead of negotiating with state regulators on a fix   

 rate.

Supply:

Demand:

CONCEPT:

Competition:

Conserve:


.Conservation:

.Politics:


.Who wins?


.Who loses?


.Who pays?

System: 

Public policy:

Public policy-making:

THEORY:

Supply and Demand:

A thorough explanation of the energy crisis requires one to first consider several theoretical models. The intent of the models is to assist in understanding the context (boundary), content, players and dynamics in state (California) and national jurisdictions. 

The first model to be considered is called basic systems theory. It scribes the big picture. A simple system consists of two or more elements that work together to achieve a common goal or objective. Systems theory then, is concerned with identifying and describing the character of the California state and national governments relative to their respective political systems. 

A closed system consists of a boundary and internal processes.------

Closed System


Similarly, an open system is concerned with a boundary, inputs, internal processes, 

Open System





outputs, outcomes (consequences, results) and feedback. 

CONTEXT:

.Subject matter: Energy deregulation

.Geographic: California; Western region

.Administrative: California Bureaucracy

   California Public Utilities Commission

.Political: 
Term-limited political environment

.Social:
Changing residential use of energy

.Economic:
Energy cost pricing

Sub-government theory, is a second model. It is designed to identify and describe a vertical combination of national state and local governmental systems that control specifically designated policy areas. 




The  Government System



    1
    2
    3
    4
   5
    6
  7
8               


1. Educational bureaucracy 

2. Public Health bureaucracy

3. The Environmental bureaucracy 

4. The Economy bureaucracy

5. Transportation bureaucracy

6. Housing bureaucracy

7. Public Safety bureaucracy

8. Social welfare bureaucracy

The third model, The iron triangle, specifies the organizational structure of public bureaucracy that exist within the governmental and political system. An organization may be defined as a -----------------------. Structure is defined as a set of formal arrangements. Organizational structure then,  -----------------------------.

The Pyramid

Policymakers


Managers


Employees

Policymakers make policy ---------------

Since Bill Clinton is no longer President, Governor Davis could turn a federal cold shoulder into a political opportunity. Early on, Davis has aimed his most heated words at the Federal Energy Regulatory Commission. Davis criticized commission members, all presidential appointees, as “armchair Washington bureaucrats” because of their reluctance to cap wholesale energy prices and provide consumer refunds. 

Managers translate the policy to the employees and supervise its implementation.

The employees are responsible for the actual creation of the good, product or services. The same is true for the implementation of the good, product of service.

Specific bureaucratic functions such as, planning organizing, staffing, directing, coordinating, controlling, communicating, and decision-making are typically associated with this organizational structure.

The public policy-making process, the fourth model, considers the stages, players and processes that form public legislation and transforms it into concrete policy action. It is actually a more complex version of the basic systems model.  

The public policy making process is a purposeful course of action that is followed by a player or set of players relative to scarce public resources or positions. Though it is a system of  six distinct stages, its very character requires that the stages work in concert with one another.

Figure 2




Lawmakers raise money to help themselves survive. But if one’s constituents are so up in arms on an issue, it may overcome all contributions. That is a more serious matter of survival. That is what Davis” swift move toward rate hikes is about. 
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