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Execut iv e Summary 
 
USA Today’s headline three years ago was catchy.  “Price Jolt: Electricity Bills Going Up, Up, Up” lead off with this 
disturbing paragraph :   
 

Here's a shocker: Electricity bills are heading up.  Way up.  Utilities across the USA are raising power prices up to 29%, 
mostly to pay for soaring fuel costs, but also to build new plants and refurbish an aging power grid.  Even more dramatic 
rate increases are ahead.  The mounting electric bills will further squeeze households struggling with spiraling gasoline 
prices.   

 
The article then quoted a longtime utility opponent who added ominously, “Consumers now face a tough reality on 
electricity."  After reading all this, who wouldn’t be anxious that their high electric bills are going much higher?  But 
three years hence, very few would realize that this long-forgotten article’s grim forecast has been proved wrong. 
 
The U.S. Energy Information Administration reports that households paid just 2.8 percent more for a kilowatt-hour of 
electricity in 2010 than in 2008.  And they will not be paying much more in 2011 because low natural gas prices are 
exerting downward pressure on electric rates. 
 
Actually, even these small numbers exaggerate electric rate increases, because general inflation is ignored.  The 
Consumer Price Index increased 1.3 percent from 2008 to 2010.  This means that the 2.8 percent rise in electric 
rates was really 1.5 percent appropriately adjusted for inflation.  Only 1.5 percent over two years, which is three-
quarters of a percent per annum.  Quite a difference from the frightening 29 percent jolt predicted by USA Today. 
 
USA Today is hardly alone in decrying massive electric rate hikes that later turn out to be a mirage away from the 
media spotlight.  The media constantly reports that consumers, already heavily burdened by high electric rates, face 
the threat of back-breaking rate increases proposed by utilities to state regulators.  
 
This report clearly demonstrates that, any way you measure it, residential electric rates and bills have been 
indisputably consistently moderate over the last half century.  Ten different quantitative analyses shown herein, over 
multiple time periods, come to exactly this same conclusion.   
 
It is true that electric rates have been less moderate in the northeast and California, though even there, rates can 
only be described as high in comparison to the rest of the country where efficient baseload power plants suppress 
the cost of generating electricity.  Generally, headline-grabbing rate increases have been one-time blips, “rate 
spikes,” preceded and followed by years of stable or decreasing rates (appropriately adjusted for inflation).  Most 
below-average income households, for instance, still pay about $2.50 daily for all their home’s electricity. 
 
So why the disconnect?  Why has the reality of consistently moderate rates and bills not been recognized by the 
media and public? 
 
Utility proposals to raise electric rates can seem daunting.  The media and public is naturally roused when they hear 
utilities want hundreds of millions of dollars more, that would jolt electric bills up by double-digits percentages and 
hundreds of dollars over a year’s time.   
 
The media and public should hear a balanced perspective, what we’ve dubbed Electric Values TM.  That  electric rates 
and bills have been and will likely remain moderate, notwithstanding the true-up of rates in rate cases every few 
years to temporarily catch up with stored-up utility costs and requirements (a legacy of outmoded depression era 
price control regulation).  If there is a balanced perspective competing with provocative stories of rate jolts and 
shocks, state regulators can more easily focus their attention on whether a particular utility proposal is a good value 
for the public and state. 
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Foreword  
 
 
This is the third Research Report published in 2010 by the not-for-profit research group Build Energy America.  The 
first report, released on February 24, 2010, evaluated the job creation potential of greater investment in the nation’s 
backbone energy infrastructure (nuclear and fueled power plants, power transmission, fuel pipelines, and local power 
and natural gas distribution systems).  The second report, released on May 5, 2010, assessed the nation’s 
investment in a cornerstone of the backbone infrastructure, baseload power plants.   
 
This third report focuses on how the electric rates and bills paid by American households are moderate, not high, a 
reality that runs counter to what the media and public has firmly believed.  And, further, that rates and bills are not 
“going up, up, up,” another contrary conclusion. 
 
If electricity is economical and destined to remain so for the foreseeable future, as this report demonstrates through 
ten rigorous quantitative analyses, then perhaps utility rate increase proposals should not be greeted with the 
extreme disdain often accorded by utility opponent groups and the media.  Not all utility proposals are worthy of 
approval by regulators, in whole or even in part.  Nonetheless, the myth that rate increases are jolts or shocks 
certain to spread misery among American families, as utility opponent groups dramatize, should not dominate 
regulators’ determination as to whether a particular utility proposal is a good value for the public and state. 
 
Build Energy America will continue this series of Research Reports this summer and fall.  Topics will include: 
additional economic and social benefits of investment in the nation’s backbone energy infrastructure; the economic 
and social costs of disapproving proposals to proceed with backbone projects; and regulatory reform to ensure the 
backbone infrastructure is prudently modernized and expanded. 
 
The principal author of this report is Steve Mitnick, president of Build Energy America.  Mr. Mitnick has served as 
chief energy adviser to the Governor of New York, chief executive officer of a power transmission firm, senior adviser 
in the energy practice of McKinsey & Co., and partner in the energy practice of Marsh & McLennan’s management 
consultancy.  He has submitted testimony as an expert witness to the utility regulators of six states, the District of 
Columbia, a Canadian province and the Federal Energy Regulatory Commission.  Earlier in his career, he taught 
economics and statistics as a member of the Georgetown University faculty. 
 
We acknowledge the logistical support of Bates White Economic Consulting. 
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Chapter I :  Introduct ion and Study Methodo logy 
 

 
Introduction 
 
The May 2011 Philadelphia Inquirer headline screamed out, “Some PPL Customers Hit Hard by Rate Increases.”  An 
ordinary reader glancing at the article would probably think that utilities are at it again, proposing enormous harmful 
rate hikes. 
 
Despite the dramatic headline about “hard hit” customers, a quick read of the article would uncover that, actually, 
there is unlikely to be any harm to anyone.  The utility made it easy for the small minority of potentially affected 
customers to immediately convert their accounts from time-of-use to the lowest rates; most customers are expected 
to do so. 
 
The Philadelphia Inquirer article admitted: 
 

But most residential customers – nearly 900,000 of the utility’s million customers – will see a 5 percent decrease.  
The rate adjustments do not affect about 38 percent of PPL customers who have switched to alternative suppliers in 
the utility’s deregulated marketplace. 

 
 
The public’s perception is to be expected since headlines about terrifying utility rate increase proposals are 
ubiquitous.  Electric rates and bills must be high and heading way higher.  If someone argued otherwise, they would 
be met with incredulity. 
 
In this Research Report, Build Energy America takes up the challenge to dissect the disconnect between the public’s 
perception about electric rates and bills and the reality.  Applying as many as ten rigorous quantitative methods, 
summarized in the report’s next three chapters, we clearly show that residential electric rates and bills have been 
consistently moderate for the last half century notwithstanding the chilling media stories and histrionics of utility 
opponent groups. 
 
The concrete evidence is all around that electricity is moderately priced.  We only need look at our society’s 
expanding use of electricity.  Households continue to increase their use as a good value even in the face of a long 
deep recession as well as unprecedented vigorous energy efficiency programs and ever-stricter appliance efficiency 
standards.   
 
Twelve-month residential electricity use in the U.S. was up 4.4 percent through February 2011, versus the 12 
months through February 2010.  Residential use was up 6.3 percent in calendar year 2010 versus 2009.  While 
residential use was only 6.7 percent higher than in 2005 (with little growth during the economy’s downturn in 2005 
– 2009), it was 12.3 percent higher than in 2004 and much higher than earlier years of the decade.   
 
Experts differ as to how industrial electricity use will grow, as well as how commercial use will grow, but residential 
use continues to grow robustly at the rate of roughly two percent per annum with year-to-year variation.  In part 
because household electric rates are consistently moderate, Americans keep flocking to completely new “electric 
apps” such as e-books, the iPad, home entertainment systems, and the Wii.  Consumers are now beginning their 
adoption of electric cars spurred by electricity costing less than a fifth of gasoline, per mile driven.       
 
This report’s later chapters go on to analyze the disconnect between public perception and the reality, i.e., why the 
media and public does not see that electric rates and bills are moderate.   Lastly, in the report’s recommendations, 
we present perspectives that the industry can communicate to help close that gap between public perception and the 
reality (dubbed Electric Values TM).   
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Ten Quantitative Analyses but Same Conclusion About Residential Electric Rates and Bills 
 
Build Energy America’s methodology in this study was to evaluate trends in residential electric rates and bills with a 
wide variety of rigorous quantitative analyses looking broadly at many time period, geographical and demographical 
cuts of accepted data sets.  The overall test was, would we find a consistent answer to the question of whether rates 
and bills have been moderate or high? 
 
The study consisted of four quantitative analyses of residential electric rates and bills generally, three analyses of 
households’ daily electric costs, the “daily bill,” and three more analyses comparing household electric expenditures 
with those on other everyday and near-everyday goods and services.  Chapters II, III and IV summarize these three 
groupings of the ten quantitative analyses. 
 
 
Four Quantitative Analyses of Residential Electric Rates and Bills Generally 
 
The first analysis shows how stable residential electric rates have been, nationally, during the last half century, 
appropriately adjusted for general inflation.  This finding is the same no matter what time period, state or major 
metropolitan area we evaluated.  Indeed,  over the last half century, rates have usually decreased not increased.   
 
In the second analysis, we show how very moderate electric rates have been throughout the entirety of the 
continental U.S. when the nine states of the northeast and California are excepted.  Rates in the nine states are 
better described as moderate rather than very moderate due largely to state policies that have led to chronic 
underinvestment in baseload power plants.  Case studies of rate trends in Illinois, Arizona and Pennsylvania 
demonstrate how very moderate rates have been in 39 of the 48 contiguous states.   
 
The third analysis shows that residential electric bills have been moderate even in the northeast and California where 
lower daily usage of electricity offsets higher rates.  This tendency is true in particular for below-average income 
households whose bills are among the greatest concerns in state public utility commission proceedings.   
 
In the fourth analysis, we show that residential electric rates are much lower than in other countries and are 
comparable to the lowest cost country, our northern neighbor, Canada.  This finding highlights how fortunate the U.S. 
and Canada are, with North America’s abundant fuel reserves enabling both countries to keep power plant sector 
costs down and thereby electric rates and bills uniquely low.   
  
 
Three Quantitative Analyses of Households’ Daily Electric Costs, the “Daily Bill” 
 
The fifth analysis expresses residential electric bills on a daily basis instead of the conventional monthly basis 
(conventional since utilities mail bills monthly).  Thinking in terms of the “daily bill” facilitates an easy-to-understand 
comparison between consumers’ expenditures for their household electricity and other common daily and near-daily 
expenditures.   
 
Utility opponent groups clearly prefer metrics that make a rate increase proposal seem much larger than it is.  
Opponents emphasize the hundreds of millions of dollars that can be at issue in a rate increase proposal, the double 
digit percentage increase (even if figured on just a portion of electric bills), and the cumulative dollar impact on 
typical households over the course of a month or even an entire year.  
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In the sixth analysis, we express residential electric bills in terms of what electricity costs for below-average income 
households.  This point of view is important since, as we said, the bills of below-average income households are a 
primary concern in the utility ratemaking process. 
 
The seventh analysis highlights the real world value of electricity by breaking it down to major “electric apps” within 
the home. This way of looking at the question of whether residential electric rates and bills are moderate is sure to 
impress even the most cynical.  It is remarkable that a household’s daily cost for all the lights throughout the home, 
running the refrigerator, operating the air conditioner, etc. is so economical. 
  
 
Three Quantitative Analyses Comparing Households’ Electric Costs with Other Common Expenditures 
 
In the eighth analysis, we see how residential electric rates have increased slowly relative to other common daily and 
near-daily expenditures of consumers.  The general metric of inflation, the Consumer Price Index, tracks price 
increases of a broad market basket of goods and services including numerous components and sub-components 
that are not comparable to households’ expenditures on electricity (e.g., auto repair, vacations, apparel purchases).  
By comparing electric rates and bills to common expenditures for food and home necessities, we further demonstrate 
rates and bills are moderate.    
 
The ninth analysis examines the CPI market basket as the U.S. Bureau of Labor Statistics has constructed and 
revised it over time.  If the electricity sub-component of the CPI was being given more weight in the market basket 
over the years, that would indicate electricity is becoming relatively more expensive for Americans while other 
consumer expenditures relatively less so.  Yet, this has not occurred.  Over the last quarter century, the electricity 
sub-component has maintained a steady share of the market basket, about one-fortieth of the total, indicating the 
cost of household electricity 24/7 is taking up no more or less of the typical family budget.    
 
Finally, in the tenth analysis, we look at how electric bill increases are extremely small in proportion to the budgets of 
below-average income households.  It gets lost in all the criticism and negative reporting surrounding utilities’ rate 
increase proposals that heavily disputed issues, about a transmission and distribution grid investment for example, 
mean no more than pennies daily for households.  Since below-average income households spend in the range of  
$2.50 daily for all their home’s electricity (more on summer days and less on the other days of the year), since 
proposed percentage increases generally relate to a portion of utility bills, and since any one controversial issue 
relates to a fractional portion of that portion, five pennies daily or so can hang in the balance.  This dull perspective 
is almost always neglected in media accounts. 
 
 
Accepted Data Sets Used for the Ten Quantitative Analyses 
  
The study’s ten quantitative analyses used multiple accepted data sources.  The primary data sources that we used 
are made available by the U.S. Bureau of Labor Statistics, U.S. Energy Information Administration and Edison Electric 
Institute.  We also used data published by the International Energy Agency, Canada National Energy Board, New York 
Department of Public Service and specialized web sites (Food Timeline, Hunger Action NYS, Illinois Legal Aid).  
Additionally, we performed some price-checking for common household purchases at local retail outlets.  
 
The U.S. Bureau of Labor Statistics of the Department of Labor makes available historical data sets that underlie its 
famous metric of inflation, the Consumer Price Index (CPI).  Though CPI data goes all the way back to 1913, Build 
Energy America focused on the prices households paid for electricity and other consumer goods and services during 
the last half century, back to the last year of the Eisenhower Administration, 1960. 
 
During the last half century, the prices paid for household expenditures including electricity increased faster some 
years, hardly at all in other years, and in other years, prices decreased.  To avoid analyses of price trends that are 
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misleading because of the choice of the time period, i.e., the start and end year, Build Energy America evaluated the 
last half century in decade chunks wherever possible.  Hence, we looked at price trends, nominal and real, i.e., 
appropriately adjusted by the CPI for general inflation, over the last 50 years, 40 years, 30 years, 20 years, and 10 
years. 
 
We also identified and carefully assessed each of the occasional one to two year blips in which electric rates and 
prices of comparable household goods and services temporarily increased at an unusually fast pace.  Examples are 
when oil prices rapidly increased in the early 1970’s or natural gas prices rapidly increased in the mid-2000’s.  
Electric rates leaped during those years too because oil in the early 1970’s and natural gas in the mid-2000’s were 
vital power plant fuels. 
 
Studies choosing time periods that weight too heavily these blips misrepresent the uneven year-to-year variation and 
come to misleading conclusions about electric rate trends.  For every such blip, the preceding and following years 
typically have near-zero nominal price increases and sometimes real price decreases.  In particular, studies must be 
careful about time periods such as 2005-2010 which would disproportionately weigh the 2005-2006 blip when 
natural gas prices went up to a record level unlikely to be experienced again given the now-discovered abundance of 
shale gas resources.   
 

Primary Data Sources 

 
 
The Build Energy America study employed many different cuts of the CPI component and sub-component data, such 
as trends in the prices households paid for food, medical services and electricity of course.  Some of the data is 
specific to regions and major metropolitan areas.  This data was particularly useful as Build Energy America 
investigated differences in residential electric rates and bills between regions and states within regions. 
 
We intensively analyzed the CPI data, the electricity sub-component and generally, for households in 13 major 
metropolitan areas.  The 13 areas focused on were those including and surrounding Boston, New York City and 
Philadelphia in the northeast; Chicago, Cleveland and Detroit in the Midwest; Atlanta, Dallas, Houston and Miami in 
the south; and Los Angeles, San Francisco and Seattle in the west.   
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These are all the metropolitan areas for which CPI data goes all the way back to 1972 and is available for the entire 
1972 – 2010 period, comprising 38 years.  The one exception is the Miami area; its 32 years of data goes nearly as 
far back to 1978. 
 
We also analyzed CPI data on other consumer purchases that can serve as a reasonable comparison for electricity 
expenditures.  This part of the study enabled us to answer the question, how have residential electric rates and bills 
behaved relative to other common household expenditures? 
 
The energy sub-components we evaluated are: fuel oil for home heating, natural gas for home heating, cooking, etc., 
and motor gasoline for cars.  The CPI data for these three energy sub-components go all the way back to 1935.  The 
non-energy components and sub-components we evaluated are: all food, all housing and postage.  The CPI data for 
these three non-energy components and sub-components go back to 1913, 1967 and 1935 respectively.   
 
The data for the electricity sub-component goes back to the CPI’s start in 1913.  However, as noted above, the Build 
Energy America study limited its scope to the last half century, back to 1960.  
 
The Bureau of Labor Statistics bases the CPI on its constant evaluation and reevaluation of the relative importance of 
goods and services in households’ budgets, commonly referred to as the “market basket.”  In the Build Energy 
America study, we looked carefully at how the role of electricity in the market basket had changed from December 
1986 (the earliest version on the BLS website) to December 2001 to December 2010. 
 
The U.S. Energy Information Administration of the Department of Energy makes available historical data sets on 
residential electric rates.  The data that differentiates electric rates by state goes back to the year 1990.  The 
national data on electric rates, that does not differentiate by state, goes back to the year 1960.  Build Energy 
America employed these state and national data sets extensively in the study. 
 
The Energy Information Administration also periodically conducts detailed surveys on households’ use of electricity 
and energy and makes available this data for the 1997 and 2005 surveys.  The Build Energy America study used this 
data to understand how electricity usage and costs vary by income, as well as the EIA data on household use in 
2001 by specific appliance to understand how usage and costs break down from its total. 
 
The Edison Electric Institute surveys twice annually the electric rates and typical bills paid by utility customers 
including households.  This data was employed in the Build Energy America study to understand how typical 
residential electric bills vary by state, particularly for below-average income households, who are presumed to be 
small kilowatt-hour per month customers disproportionately. 
 
Though the Energy Information Administration does not differentiate electric rates by state before 1990, as stated 
above, the Edison Electric Institute does calculate average revenue per kilowatt-hour sold to residential customers 
back to 1960, using EIA data.  The Edison Electric Institute calculation is an excellent approximation of electric rates 
that Build Energy America employed in the study to closely follow state-specific trends decade-by-decade through the 
last half century.  
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Chapter I I :  Four Quant i t at iv e Analy ses o f  Residen t ia l  E lect r ic  Rates and B i l ls General ly  
 

 
First Quantitative Analysis: Rates Since 1960 by State 
 
Of the ten quantitative analyses in the study, the first was a detailed assessment of long-term residential electric rate 
trends by state and major metropolitan area.  We examined state-specific trends back to 1990, then metropolitan 
area-specific trends back to 1972 and finally state-specific trends all the way back to 1960.  Through this rigorous 
three-step procedure (deploying three accepted data sets), Build Energy America was able to characterize rate 
trends in considerable detail. 
 
 
Back to 1990 
 
The Consumer Price Index increased by almost exactly two-thirds during the 20-year period of 1990 – 2010, i.e., 
66.8 percent.  Residential electric rates increased by at least that much during the period in only 10 states plus the 
District of Columbia.  The remaining 40 states saw their residential electric rates decrease, appropriately adjusted for 
general inflation. 
 
In New England, the states with increased rates, adjusted, were Connecticut, Maine and Vermont.  In the Pacific 
Northwest, they were Oregon and Washington.  In the mid-Atlantic, they were Maryland plus the District of Columbia.  
The remaining four states with increased rates in the last 20 years were Hawaii, Montana, Nevada and Wisconsin.   
 
The electric rates in Maine, Montana and Vermont did increase faster than the CPI but slightly so.  The rates in the 
Pacific Northwest states of Oregon and Washington also increased faster than the CPI but their rates in 1990 were 
among the lowest nationally.  That leaves just five states plus the District of Columbia where rates increased 
significantly faster than the CPI since 1990 and where rates in 1990 were not among the lowest nationally 
(Connecticut, Hawaii, Maryland, Nevada and Wisconsin).   
 
It is remarkable that residential electric rates in a dozen states rose less than half a fast as the CPI did during the last 
20 years.  Residential customers of utilities in these states have been enjoying rapidly falling electric rates, adjusted, 
enabling them to spend more of their household budget on other goods and services.  In the country’s midsection, 
from north to south, this includes North Dakota, South Dakota, Iowa, Illinois, Kansas, Missouri, Arkansas and 
Louisiana.  In the Southwest, this includes Arizona, New Mexico and Utah.  North Carolina completes this enviable 
dozen. 
 
Five more states saw electric rates increase at least 40 percent slower than the CPI.  Three are in the Midwest, 
Indiana, Ohio and Pennsylvania, and the two others are Georgia and Oklahoma.  Four additional states in the South, 
midsection and West saw rates increase at least 30 percent slower than the CPI, i.e., Mississippi, Virginia, Nebraska 
and Wyoming. 
 
Altogether, that adds up to 21 states that saw their residential electric rates decrease considerably, adjusted.  Only 
Illinois, Ohio and Pennsylvania among these states ended up with 2010 electric rates above a very economical 11 
cents per kilowatt-hour, i.e., Illinois, 11.5, Ohio, 11.3 and Pennsylvania, 12.8. 
 
 
Back to 1972 
 
The Bureau of Labor Statistics arithmetically calibrates the Consumer Price Index, including its electricity sub-
component, to the average price households paid for goods and services during the three-year 1982 – 1984 base 
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period.  Average 1982 – 1984 prices are set to 100.  For example, the electricity CPI for the New York City area is 
96.4 for 1982, 99.0 for 1983 and 104.5 for 1984; averaging 100. 
 
The Build Energy America study considered the 1982 – 1984 base period as a starting point for evaluating relative 
trends in residential electric rates for 13 major metropolitan areas.  The following table shows the electricity CPI in 
2010 for the 13 areas in descending order: 
 
 San Francisco  310.2   Boston  189.6 
 Los Angeles  278.0   Houston  185.8 
 Seattle   253.3   Detroit  184.4 
 Atlanta   204.7   Cleveland  161.1 
 Philadelphia 203.2   Chicago  148.1 
 Dallas   190.7   Miami  140.3 
 New York City  190.1 
  
 
In the case of the San Francisco metropolitan area, for instance, electric rates more than tripled from the 1982 – 
1984 base period, when prices (rates) were set at 100, to 2010 when the area’s electricity CPI was 310.2.  Similarly, 
Los Angeles electric rates nearly tripled.  In contrast, before appropriately adjusting for inflation, Miami electric rates 
increased just around 40 percent, Chicago rates around 50 percent and Cleveland rates around 60 percent.   
 
The overall CPI had a value of 218.1 in 2010, with its three-year 1982 – 1984 base period set at 100 as well.  Since 
10 of the above 13 major metropolitan areas had 2010 electricity CPI values below this 218.1 level, most areas’ 
electric rates, adjusted, decreased over the last 27 years. 
 
The same cannot be said to be true for electric rates in the San Francisco, Los Angeles and Seattle metropolitan 
areas.  In San Francisco, for example, electric rates increased 310.2 unadjusted and 142.2 adjusted (dividing 310.2 
by 218.1).  In other words, after adjusting for inflation, San Francisco electric rates increased around 40 percent. 
 
Why did San Francisco area electric rates, adjusted, increase around 40 percent in the last 27 years (1.5% per 
annum)?  Further analysis revealed that its electric rates made three large jumps in the last 27 years, in 1987 – 
1991, in 2000 – 2002 and 2005 – 2006.  These three jumps accounted for much of the increase since the 1982 – 
1984 base period. 
 
Each of the three rate jumps might have been temporary but our analysis shows the increases were generally 
sustained.  The first rate jump, in 1987 – 1991, was 48 percent over four years with the overall CPI increasing 20 
percent.  The rise in oil prices was a major factor.  The second rate jump, in 2000 – 2002, was 41 percent over two 
years with the overall CPI increasing 5 percent.  The deregulation crisis in California was a major factor.  The third 
rate jump, in 2005 – 2006, was 24 percent over one year with the overall CPI increasing 3 percent.  The rise in 
natural gas prices was a major factor.  In comparison, the nationwide electricity CPI increased just 11 percent in 
1987 – 1991, 6 percent in 2000 – 2002, and 12 percent in 2005 – 2006. 
 
Generally, residential electric rates have increased the most in the two major metropolitan areas of California due to 
the state’s relatively high-cost and undersized baseload power plant fleet vulnerable to economic disruptions such as 
fuel price run-ups and power import limitations.  Seattle was the only other major metropolitan area that saw rates 
increase faster than inflation during the last 27 years.  However, its rates at the period’s beginning were among the 
nation’s lowest due to abundant hydroelectric resources in the Pacific Northwest and its rates today remain 
moderate.     
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Back to 1960 
  
The Edison Electric Institute has calculated average annual state-wide residential electric rates for the years 1960 
through the present.  This data set gives us a half century perspective on rate trends.  It allowed Build Energy 
America to address many interesting questions, such as, to what extent have recent energy policies and regulatory 
culture dictated where residential electric rates are currently and how do these factors vary state-by-state? 
 
In 1960, the year John Kennedy was elected President, residential electric rates in the U.S. averaged 2.5 cents per 
kilowatt-hour.  Half a century later, in 2010, the average had risen to 11.6 cents per KWH.  Is that not a huge 
increase? 
 
No, indeed.  While residential electric rates increased 369 percent over the last half century, the Consumer Price 
Index increased 637 percent, 73 percent faster.  In other words, if electric rates had increased as fast as the rate of 
inflation, electric rates would have been 15.7 cents per KWH in 2010.  That is, 35 percent higher than electric rates 
actually averaged, 11.6 cents.  Electricity has been become remarkably cheaper since Kennedy was elected.  
 
Twenty states had their residential electric rates increase at less than half the rate of inflation during the half century.  
Half the rate of inflation, an achievement for consumers that few industries can claim.  The public in these states may 
not realize how much they have benefited from rates that have been, in inflation terms, rapidly decreasing.  It does 
not aid in the public’s understanding when utility opponent groups in even these states loudly complain about what 
they describe as high electric rates going much higher.   
 
One might think these are primarily low-population states but five of them are Colorado, Illinois, Indiana, Minnesota 
and Missouri.  The remainder are Alaska, Arkansas, Iowa, Kansas, Kentucky, Louisiana, Montana, Nebraska, New 
Mexico, North Dakota, Oklahoma, South Dakota, Utah, West Virginia and Wyoming.   
 
The case of Missouri is especially instructive.  Way back in 1960, Missouri had residential electric rates averaging 
2.93 cents per KWH, well above the national average of 2.47 cents.  Yet, over the past half century, Missouri rates 
have increased at less than one-third the rate of inflation, as measured by the CPI.  Its rates are now among the 
lowest nationally.  Illinois is another case where electric rates have had a remarkably pro-consumer track record. 
  
At the other end of the spectrum, there is California plus the New York City metro-area states of Connecticut, New 
Jersey and New York.  Their average residential electric rates were among the highest when Kennedy was elected and 
they remain so today.  Utility opponent groups may blame their utilities and state policies implemented in recent 
decades but the data shows very little has changed in these states in half a century.  Home electric bills were higher 
than in other states in 1960 and that is still the case. 
 
But, state-wide residential electric rates in even these states can be described as moderate.  Rates increased in just 
three states at a pace faster than the CPI during the half century.  And these three states are Hawaii, Nevada and 
Tennessee.  Rates in Tennessee were nonetheless below-average in 2010 because they were the lowest among all 
the states in 1960.  Nevada rates also started from a low base in 1960.  Hawaii rates are perennially higher due to 
its island nature.  
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Second Quantitative Analysis: Northeast and California Rates Versus 39 Contiguous States 
 
In 1990, the ten states with the highest residential electric rates were, in descending order: 
 

1. New York   6. Connecticut 
2. New Jersey   7. California 
3. New Hampshire   8. Illinois 
4. Hawaii    9. Rhode Island 
5. Alaska    10. Massachusetts 

 
 
Their rates were bunched in the 9.7 to 11.4 cent per KWH range.  To put this range into perspective, the U.S. 
average residential electric rate that year was 7.8 cents.   
 
Twenty years later, in 2010, the list had barely changed.  The ten states with the highest rates last year were, again 
in descending order:  
 

1. Hawaii    6. New Hampshire 
2. Connecticut   7. Rhode Island 
3. New York   8. Maine 
4. New Jersey   9. Vermont 
5. Alaska    10. California, Massachusetts (tie) 

 
 
As can be seen above, Maine and Vermont were not among the ten states with the highest rates in 1990 but they 
had joined the list by 2010.  Their rates grew in the intervening 20 years at a greater than average pace, 69 percent 
and 68 percent respectively.   
 
In comparison, U.S. average residential electric rates grew 48 percent during the period.  The Consumer Price Index, 
as stated above, grew by two-thirds, 67 percent.  So, though residential electric rates in Maine and Vermont did grow 
at a greater than average pace, measured against electric rates nationally, this pace was almost exactly equal to CPI 
growth.  On a “real basis,” i.e., appropriately adjusted for the inflation of all goods and services consumers buy, 
Maine and Vermont electric rates were essentially constant over the last 20 years. 
 
Illinois, which was on the 1990 list, dropped off of it by 2010.  Indeed, Illinois dropped off the list with gusto.  Illinois 
rates grew by only 16 percent in total in the intervening 20 years!  That works out to an average of just four-fifths of 
a percent per annum.  To demonstrate how noteworthy this is, this virtually flat “growth” in Illinois rates was 76 
percent less than the growth in the CPI.   
 
Consumers paying residential electric bills in Illinois have been enjoying an incredible run of shrinking costs.  By 
2010, electric rates in the Land of Lincoln at 11.5 cents per kilowatt-hour had fallen all the way to slightly below the 
U.S. average of 11.6 cents.   
 
Though Illinois rates grew by only 16 percent in total during the last 20 years, unadjusted for inflation, year-to-year 
changes have been up and down.  The following chart shows the year-by-year changes, both unadjusted for inflation 
and appropriately adjusted: 
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Illinois rates, unadjusted, actually decreased by 15 percent during the first 16 years of the period but then increased 
37 percent during the last four years.  There was a great deal of political controversy when the 2006-07 increase of 
about 20 percent took place, but notwithstanding that blip,  the 1990-2010 increase overall was still just 16 percent, 
again, unadjusted. 
 
In 1990, the residential electric rate in Illinois was 9.92 cents per kilowatt-hour.  In 2010, the rate was 11.51 cents 
per KWH.  The 16 percent increase overall during the intervening 20 years was therefore 1.59 cents per KWH.  For a 
residential customer who used 500 KWH per month, the monthly bill increased just $7.95.  On a daily basis, the 
increase was just 27 cents.  All unadjusted for inflation. 
 
Since the CPI increased 66.8 percent during the same 20 years, however, a 500 KWH utility bill in 1990, $49.60, was 
like an $82.73 utility bill in 2010.  But the actual bill in 2010 was just $57.55.  In effect, Illinois bills fell from $82.73 
to $57.55.  That means a savings for Illinois consumers of $25.18 per month or 84 cents per day. 
 
A question to be posed later in this report by Build Energy America is, how did Illinois and its energy industry pull off 
this impressive feat?  And, secondarily, can other states duplicate Illinois’ success?  
 
Arizona is a somewhat similar story to Illinois.  In 1990, Arizona residential electric rates were the 14th highest 
among the 50 states.  By 2010, Arizona rates fell all the way to 23rd  among the states.  A 500 KWH utility bill in 
1990, $45.20, was like an $75.39 utility bill in 2010.  But the actual bill in 2010 was just $54.90.  In effect, Arizona 
bills fell from $75.39 to $54.90.  That means a savings for Arizona consumers of $20.49 or 68 cents per day. 
 
Pennsylvania consumers benefited as well.  In 1990, Pennsylvania rates were 13th among the states.  By 2010, 
Pennsylvania rates only fell to 14th among the states but rates increased by just 38.7 percent during the 20 years.  A 
500 KWH utility bill in 1990, $46.10, was like an $76.89 utility bill in 2010.  The actual bill in 2010 was $63.95.  In 
effect, Pennsylvania bills fell from $76.89 to $63.95.  That means a savings for Pennsylvania consumers of $12.94 
or 43 cents per day.  
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Except for the northeast, mid-Atlantic and California, the only states with residential electric rates at or above the 
national average in 2010 of 11.6 cents were Pennsylvania, Michigan, Wisconsin, Nevada and Texas.  Pennsylvania 
had the highest rates of this set, not surprising since it is a neighbor to two of the states on the ten highest-rate list, 
New Jersey and New York.  Nevada had the next highest, not surprising since it is California’s neighbor.  Texas rates 
are exactly right at the national average of 11.6 cents.  Neighboring upper Midwest states Michigan and Wisconsin 
had rates at 12.5 and 12.6 cents respectively. 
 
Every other state, numbering 32 states, had residential electric rates below the national average in 2010.  None of 
these states had rates exceeding 11.5 cents.  They represent the entire continental U.S. outside of the northeast and 
mid-Atlantic excluding solely California, Michigan, Wisconsin and Texas.  Residential electric rates in the 32 low-rate 
states average around 10 cents, by any measure a very economical level. 
 
Electric rates were extraordinarily economical in 19 of these 32 states, where residential customers paid below 10 
cents per KWH.  Nine more states had electric rates below 11 cents per KWH.  That totals 28 of the 48 continental 
U.S. states with low rates under 11 cents.   
 
All regions of the continental U.S. were well-represented except the northeast and mid-Atlantic, all the way to the 
borders of Indiana, Kentucky, Virginia and West Virginia.  All dozen northeast and mid-Atlantic states and the District 
of Columbia had rates above 11.3 cents.  It was unanimous.  Ohio was lowest of this set at 11.3 cents.   
 
Only eight states outside the northeast and mid-Atlantic had rates above 11 cents, California, Colorado, Florida, 
Illinois, Michigan, Nevada, Texas and Wisconsin.  Indeed, half these states were just a bit over 11 cents, in the range 
of 11 to 11.6 cent range.   
 
It is notable that California, Michigan, Nevada and Wisconsin were the only four of the 36 continental U.S. states 
outside the northeast and mid-Atlantic with rates above the national average of 11.6 cents.  This vividly 
demonstrates that electric rates were generally moderate all around the country beyond the northeast and mid-
Atlantic, with the lone exception of the two neighbor states in the southwest, California and Nevada, and the two 
neighbor states in the upper Midwest, Michigan and Wisconsin. 
 
It begs the question: what is the difference between the one side of the borders of Indiana, Kentucky, Virginia and 
West Virginia with Ohio and Maryland, and the other?  Clearly, electric rates are not as moderate on the northeast 
side of the borders and generally moderate to the south and west.  What factors explains the difference in rates? 
 
The factor that explains much of the difference is found by comparing the cost-efficiency of the power plant sectors of 
the states with relatively higher rates versus the remainder of the country.  In 2010, coal power plants located in the 
13 states and District of Columbia with average residential electric rates at or above 13.7 cents produced just 9 
percent of the total sales of electricity in 2010 in those jurisdictions.  In stark contrast, coal plants located in the 
remaining 37 states with average residential electric rates at or below 12.8 cents produced 61 percent of the total 
2010 electricity sales in those states.   
 
The near absence of coal plants in New England, New York, New Jersey, Delaware, Maryland and the District of 
Columbia in the northeast, in California and in Alaska and Hawaii is clearly a major determinant of what their 
households pay for electricity.  Regardless of how the state public utility commissions in the northeast, California and 
the non-contiguous states treat utility rate increase proposals that are filed from time to time (whether commissions 
are relatively accommodating of utility proposals or not), this study’s finding demonstrates that states’ longstanding 
policies hostile to the cost-efficiency of their power plant sectors insures higher rates and bills for households.  If 
states want to significantly lower residential rates and bills, they need to develop more cost-efficient power plant 
sectors. 
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Third Quantitative Analysis: Northeast and California Bills Versus 39 Contiguous States 
 
The 1990 list of the ten highest-rate states was dominated by six northeast states.  Included were four of the six New 
England states, as well as New York and New Jersey.  Both states that are not a part of the continental U.S., Alaska 
and Hawaii, were also on the list as they always are due to their isolated power grids.  Rounding out the ten highest-
rate states in 1990 were Illinois and California.  As addressed above, Illinois’ virtually flat rates during the 1990-
2010 period dropped it way off of the list by 2010. California, however, remained on the list in 2010 by virtue of its 
52 percent above-average growth in rates during the 20 years. 
 
As a result, the 2010 list of the ten highest-rate states was even more dominated by eight northeast states.  
Included in the 2010 list were all six New England states, with no exceptions this time, as well as New York and New 
Jersey again.  The only other states on the 2010 list were both states that are not a part of the continental U.S., 
Alaska and Hawaii, and California.  Notably, California was the sole continental U.S. state on the 2010 highest-rate list 
that lies to the west or south of New Jersey. 
 
In 2010, the electric rates in each of the ten highest-rate states were over 15 cents per kilowatt-hour (again, the list 
consists of 11 states because of a tie).  Excepting Hawaii, at 28.1 cents, the highest-rate states were all in the 15.2 
to 19.3 cent range.    
 
Only the three mid-Atlantic jurisdictions of Maryland, Delaware and the District of Columbia had electric rates 
anywhere near as high as the 2010 highest-rate states.  Remarkably, every other state in the U.S. had rates at or 
below 12.8 cents.   

 
 
The concentration of highest rate states in the northeast plus California is confirmed by analyzing the data made 
available by the Edison Electric Institute in its “Typical Bills and Average Rates Report.”  Build Energy America 
examined the data in the most recent report for Winter 2011 and the previous one for Summer 2010. 
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In the Winter 2011 report, averaged for the whole country, a residential customer who uses 500 kilowatt-hours per 
month pays a monthly bill of $64.47.  Homes that use larger quantities of electricity pay a monthly bill of $93.01 if 
they use 750 KWH/month, and  $121.08 if they use as much as 1,000 KWH/month. 
 
In the Summer 2010 report, averaged for the whole country, a residential customer who uses 500 kilowatt-hours per 
month pays a monthly bill of $65.13.  Homes that use larger quantities of electricity pay a monthly bill of $94.84 if 
they use 750 KWH/month, and  $124.74 if they use as much as 1,000 KWH/month. 
 
To put this into more easily understandable terms, the homes that use 1,000 KWH/month, i.e., a megawatt-hour per 
month, are using 1,370 watts per hour on average which is fairly heavy use for a household.  This residential 
customer is paying during the winter 16.6 cents per hour on average to supply the home with all its power or $3.98 
daily.  During the summer, the electric bill is 17.1 cents per hour or $4.10 daily. 
 
In contrast, the homes that use just 500 KWH/month are using 685 watts per hour on average.  This residential 
customer is paying during the winter just 8.8 cents per hour on average to power the home or $2.12 daily.  During 
the summer, the electric bill is 8.9 cents per hour or $2.14 daily. 
 
This is the U.S. average.  Unless the home is located in the northeast plus California, the monthly electric bill will 
probably be far less for 500, 750 and 1,000 KWH per month.  In the eight states of New England, New York and New 
Jersey, the state-wide averages for winter electric bills are $75.62 – 105.33 for 500 KWH/month homes, $109.35 – 
150.02 for 750 KWH/month homes and  $144.41 – 194.72 for 1,000 KWH/month homes.  The state-wide averages 
for summer electric bills are $77.50 – 111.10 for 500 KWH/month homes, $111.68 – 156.68 for 750 KWH/month 
homes and  $145.10 – 206.27 for 1,000 KWH/month homes.      
 
The only other typical bills that are significantly above the U.S. average for the winter or summer are the state-wide 
averages for Hawaii at all three usage levels, California for the 750 KWH/month and 1,000 KWH/month usage levels, 
and Delaware at all three usage levels.  The District of Columbia was the only other jurisdiction with typical bills at or 
above $70 for 500 KWH/month, $105 for 750 KWH/month or $140 for 1,000 KWH/month for both winter and 
summer.  Maryland summer bills are above this level for the summer only.  This data source does not provide rates 
for Alaska. 
 
We can set the dividing line at that level, $70 for 500 KWH/month, $105 for 750 KWH/month and $140 for 1,000 
KWH/month.  Above the dividing line for winter and summer are the eight states of New England, New York, New 
Jersey plus California, leaving aside the small jurisdictions of Delaware and the District of Columbia and the states not 
a part of the continental U.S.  The eight northeast states plus California have rates significantly higher than the 
dividing line.  The rest of the continental U.S. has rates significantly lower than the dividing line.  How much you pay 
for electricity is very much decided by whether you live in the northeast plus California or you live elsewhere in the 
country. 
 
To express this dividing line in more understandable terms, $70 for 500 KWH/month comes out to be 9.6 cents per 
hour or $2.30 daily.  For the larger usage levels, these households pay 14.4 cents per hour or $3.45 daily, for 750 
KWH/month, and 19.2 cents per hour or $4.60 daily for 1,000 KWH/month.  So, for smaller residences, which are 
often families with lesser incomes, whether they pay significantly more or less than 9.6 cents hourly or $2.30 daily for 
all their electricity depends on whether they live in the northeast plus California or whether they live elsewhere in the 
country. 
 
For instance, consider a small residence that uses 500 KWH/month in Illinois.  The state-wide typical bill is $59.13.  
That comes out to be only 8.1 cents hourly or $1.94 daily for all that family’s electricity.  Or consider a small 
residence in Virginia, where the state-wide typical bill is $49.90 for 500 KWH/month.  That comes out to be only 6.8 
cents hourly or $1.64 daily.  Large population states, Texas, Florida, Arizona, North Carolina, Missouri, Ohio, etc., 
follow this trend.  In most of the nation, residential customers who use relatively small amounts of electricity, often 
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with lower incomes, tend to pay less than two dollars daily for all their electric needs, probably well less than two 
dollars daily.    
 
Average daily bills are $4 or more in 11 states, Alabama, Connecticut, Delaware, Florida, Hawaii, Maryland, 
Mississippi, Nevada, South Carolina, Texas and Virginia.  These are the states in which, on average, households pay 
the highest electric bills because of the combination of comparatively high usage levels and rates per KWH. 
 
It is interesting to observe that of these 11 high-bill states, six of them are in the southeast (including Texas).  In 
these states, public utility commission proceedings have been, by all accounts, relatively less controversial.  
Regulatory processes in states like Alabama, Mississippi, South Carolina and Virginia are among the most efficient  
and expeditious nationally with utility opponent groups participating in an effective civil manner resulting in moderate 
electric rates and bills.  
 
 
Fourth Quantitative Analysis: Rates Contrasted with Other Countries 
 
The International Energy Agency, in its “2010 Key World Energy Statistics,” reports average residential electric rates 
by country for 23 countries including the U.S.  Of these, the lowest rates are found in Korea, 7.7 cents per KWH, 
Mexico, 7.9 cents, Taiwan, 8.8 cents, and the U.S., 11.6 cents.  Other major industrialized nations have much higher 
rates, such as France, 15.9 cents, Italy, 28.4 cents, Japan, 22.8 cents, and the United Kingdom, 20.6 cents. 
 
The IEA report did not include rates in Canada but this information is made available by that nation’s National Energy 
Board and Manitoba Hydro, which surveys Canadian electric bills in depth.  Residential electric rates in Canada vary 
significantly by province as they do in the U.S. by state.  For a household that uses 750 kilowatt-hours monthly, as of 
May 2010, electric rates were 13.5 Canadian cents per KWH in Toronto, 11.1 Canadian cents in Calgary, 7.3 
Canadian cents in Vancouver, and 7.1 Canadian cents in Montreal.  Currently, one U.S. dollar is equivalent to 98 
Canadian cents, so the currencies are almost identical in value.  Therefore, with the exception of Toronto, that has a 
somewhat limited baseload power plant fleet, residential electric rates are lower or significantly lower in Canada than 
in the U.S.  According to the National Energy Board: 
 

Canada has some of the lowest prices for electricity in the world, mainly due to Canada’s natural resources, such as 
inexpensive hydro (i.e., water resources) and a vast coal supply.  
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Chapter  I I I :  Th ree Quant it at iv e Analyses  o f  Househo lds’  Dai ly  E lectr ic  Cos ts,  the “Dai ly  
B i l l ” 

 
 
Fifth Quantitative Analysis: Bills in Daily Terms 
 
It is instructive to express these rates, such as 12.8 cents per kilowatt-hour, in terms of a typical monthly bill.  
Consider a modest home that consumes 500 KWH of electricity over the course of a month.  In every continental U.S. 
state outside the northeast and California, the home would receive a monthly utility bill, at the rate of 12.8 cents per 
KWH or below, of $64 or below.   
 
On a daily basis, a monthly utility bill of $64 is equivalent to $2.13 per day.  This daily amount is arrived at by simply 
dividing the monthly bill by 30 for the number of days in a month.   
 
Breaking down a monthly utility bill into a daily average is particularly revealing.  The daily average of $2.13 turns out 
to be a astonishing bargain when measured up against other common daily purchases by consumers.   
 
The daily average of $2.13 for all of a home’s electricity is roughly equivalent to:  
 

• the price of a Starbucks venti cup of coffee, or 
• a half gallon of motor gasoline, or 
• a copy of The New York Times at a newsstand (Mondays – Saturdays), or 
• slightly more than a bagel with cream cheese at Dunkin’ Donuts.    

 
 
So, incredibly, a consumer could be spending about the same on all of her home’s electricity and her daily cup of 
coffee or the gasoline to drive her car 10-15 miles daily or a copy of the newspaper or slightly more than her daily 
breakfast bagel.  It is more incredible when one realizes that this $2.13 daily keeps all the televisions, video 
recorders, air conditioners, fans, refrigerators, computers, Internet devices, lights, washers, dryers, microwave 
ovens, toasters, cell phones, video games, music players, etc. in a home operating 24 hours a day and 7 days a 
week.   
 
 
Sixth Quantitative Analysis: Bills of Below Average Income Households 
 
A constant of almost every state public utility commission proceeding, deciding about utility proposals to increase 
rates, is the burden the increase would put on below-average income families and individuals.  Much of the media 
publicity about utility rate proposals highlights how the unemployed, working poor and lower middle class could be 
impacted as do many of the arguments of utility opponent groups in the regulatory proceeding.  Public utility 
commission staff and commissioners themselves have countless times stated that the impact on these vulnerable 
families and individuals is perhaps their number one concern in these proceedings.  Many commission decisions have 
rejected utility rate proposals in whole or in part exactly because this section of the population under financial strain 
cannot be asked to bear the proposed increase, as has been stated in numerous commission orders. 
 
It is therefore appropriate in this report to focus on the electric rates and bills of the unemployed, working poor and 
lower middle class to the extent that their rates and bills significantly differ from those of more economically fortunate 
members of society.  We ask the question, have the electric rates and bills of vulnerable families and individuals, not 
just households generally, been high or have they been moderate?  And, when utilities propose rate increases, 
driven by higher operational costs and needs to construct and install equipment, are the impacts on vulnerable 
households high or moderate?    
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The primary source for our analysis is the Residential Energy Consumption Survey which is conducted every four 
years or so by the Energy Information Administration of the U.S. Department of Energy.  The 2005 Survey is the most 
recent that has been published by the Energy Information Administration.  The 2009 Survey will be published next 
year, in 2012. 
 
The 2005 and 1999 Surveys show that electricity use varies quite substantially based on what part of the country a 
household is located in and also based on what kind of home they live in.  Households in the warmer southern parts 
of the country use much more electricity than those in the cooler northern parts of the country.  Single-family 
detached houses and mobile homes use much more electricity than households in apartment buildings and single-
family attached houses.  
 
For example, the Energy Information Administration estimates that all households in Florida and Texas used on 
average 15,862 kilowatt-hours and 15,149 KWH respectively in 2005 whereas all households in New York and 
California used on average 6,882 KWH and 6,992 KWH respectively that year.  This means that the 15 million 
households in Florida and Texas used more than twice as much electricity per household as the 19 million 
households in New York and California. 
 
The EIA also estimates that all single-family detached houses and mobile homes used on average 13,159 KWH and 
11,787 KWH respectively in 2005 whereas all households in apartment buildings and single-family attached houses 
used on average 7,147 KWH and 9,240 KWH respectively that year. This means that the 79 million households in 
single-family detached houses and mobile homes used substantially more than electricity per household as the 25 
million households in apartment buildings and single-family attached houses.   
 
This data implies that families and individuals that reside in apartment buildings, especially those with five or more 
units, especially those located in temperate states like New York and California, average well under 6,000 KWH per 
annum or well under 500 KWH per month.  This comes out to be around 16.5 KWH daily.  At 15 cents per KWH, for 
instance, electricity costs this household around $2.50 daily or $75 monthly.  On summer days when usage is higher 
driven by air conditioning, electricity costs significantly more than $2.50 and in the winter, spring and fall, electricity 
costs under $2 daily for such residential utility bill payers. 
 
In 2009, according to the EIA, residential electricity use in five states (California, Maine, New York, Rhode Island and 
Vermont) averaged less than 521 to 581 KWH monthly or 17.4 to 19.4 KWH daily.  These low usage levels are 
notably averages for all households in these states, including high-income households in single-family detached 
houses.  It can be safely assumed that most low and medium-income households in apartment buildings use 
significantly less electricity, perhaps in the range of 16.5 KWH level cited above costing around $2.50 daily or $75 
monthly.   
 
Indeed, the average residential electric bill for all households rich and poor in four of these five states, all but New 
York, was $81.60 to $88.83 monthly or $2.72 to $2.96 daily.  Again, most of the less economically fortunate paid 
closer to $2.50 daily. 
 
Nationally, the average residential electric bill for all households in 16 states was in the 80 to 90 dollar range and in 
six more states was actually lower than $80 monthly or $2.67 daily.  Average daily bills averaged $3 or more in the 
remaining 28 states, and $4 or more in 11 states, Alabama, Connecticut, Delaware, Florida, Hawaii, Maryland, 
Mississippi, Nevada, South Carolina, Texas and Virginia.  Because of the distribution of electricity use, in which the 
unemployed, working poor and lower middle class generally consume less than the average, we can figure that many 
of these households pay in the range of $3 daily.   
 
The EIA estimates that the 10 million households with incomes less than $10,000, for instance, use roughly half the 
electricity per home of the 14 million households with incomes of $100,000 or more and 68 percent of all 111 
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million American households averaged.  In other words, for two households in the same community with the same 
electric rates, the low-income household would be paying half as much daily and monthly for all the household’s 
electricity as the wealthy household. 
 
Further, the nine million households with incomes of $10,000 to $14,999 use 76 percent of the electricity of all 
households averaged.  The eight million households with incomes of $15,000 to $19,999 use 83 percent of the 
electricity of all households averaged.  Thus, the 27 million below average income households, accounting for 24 
percent of all American households, use 68 percent, 76 percent and 83 percent of average household KWH 
consumption.  With the electric rates in most states, the monthly and daily costs for these 27 million below average 
income households will generally be less than $75 monthly and $2.50 daily. 
 
Even within an income level for households, there is a broad distribution of electricity usage as estimated by the EIA 
based on its 1997 Residential Energy Consumption Survey.  For example, in the three lowest income levels we have 
been discussing above, 25 percent of all these below average income households had very low electricity usage of 
less than 60 percent of the median electricity usage at the income level.  What this means is that many below 
average income households use relatively little electricity usage and thus pay small electric bills. 
 
So, no matter how we measure it, many if not most below-average income households in nearly every state receive 
fairly modest electric bills monthly and on a daily basis pay around $2.50 for all their home’s electricity 24/7.  This 
calculus is important because it is the burden of the utility bills and proposed rate increases on exactly these 
constituencies that animates most of the controversy in state public utility commission proceedings. 
   
 
Seventh Quantitative Analysis: Bills by “Electric App” 
 
It is also instructive to break down the typical daily bill of around $2.50 for below-average income families and $3 for 
most other families by “electric app.”  To do this, we employed the Energy Information Administration’s end-use data 
set from its 2001 Residential Energy Consumption Survey. 
 
Of the 107 million American households at the time of the survey, all had the lighting app, lighting in their home, and 
nearly all had the refrigerator app, at least one refrigerator.  Lighting was estimated to use 940 kilowatt-hours per 
household annually, on average, which can be converted to 2.6 KWH daily.  This means that all the lights in the 
average American home, large or small, are run for around 30 cents daily. 
 
One refrigerator was estimated to use 1,239 KWH annually, on average, which can be converted to 3.4 KWH daily.  
This means that households with one refrigerator spend around 39 cents daily to keep it running.  Since the Federal 
Government has mandated increasingly more efficient light bulbs and refrigerators, these daily costs, 30 and 39 
cents, are coming down. 
 
In the survey, three-quarters of households had air-conditioning.  Central air-conditioning averaged 2,796 KWH 
annually or 7.7 KWH daily.  Summer days obviously have much higher use than other times over the year.  This 
means that on a summer day, central air-conditioning can cost a household as much as $3 or more.  Households 
with individual room air-conditioning units generally use less electricity for cooling and pay less for this.  According to 
the survey, such homes use 950 KWH annually on average or 2.6 KWH daily.  On a summer day, they are probably 
spending as much as a $1 or more to cool their homes. 
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Chapter  IV :  Three Quant ita t ive  Ana lyses Compar ing  Househo lds’  E lectr ic  Costs w ith  
Other Common Expend itures 

 
 
Eighth Quantitative Analysis: Other Common Expenditures 
 
Electricity versus the Overall CPI 
 
As of 2010, the overall Consumer Price Index was 7.4 times higher than a half century ago in 1960.  In contrast, the 
CPI sub-component for electricity was 6.5 times higher than a half century ago.  So while the average price that 
households pay for electricity has significantly increased over the last 50 years, nominally, before appropriately 
adjusting for inflation as tracked by the overall CPI, its real price has actually decreased after that adjustment is 
made.  
 
Using 1970 as a baseline, 40 years ago, the overall CPI was 5.6 times higher in 2010 and electricity was 6.1 times 
higher.  If we use 1980 as the baseline, 30 years ago, the CPI was 2.6 times higher in 2010 and electricity was 2.5 
times higher.  If we use 1990 as the baseline, 20 years ago, the CPI was 1.7 times higher in 2010 and electricity was 
1.6 times higher. If 2000 is the baseline, ten years ago, the CPI was 1.3 times higher in 2010 and electricity was 1.5 
times higher. 
 
What do these comparisons, between the overall CPI and the CPI sub-component for electricity, mean?  Electricity 
prices increased much slower than the CPI in the 1960’s, significantly faster in the 1970’s, slightly slower in the 
1980’s and 1990’s, and slightly faster in the last decade. 
 
 
Electricity versus Other CPI Components and Sub-Components 
 
The CPI has numerous components and sub-components, each a metric of price inflation for common consumer 
expenditures.  The Build Energy America study identified components and sub-components that can be considered 
comparable to consumer expenditures on electricity, which is itself a sub-component of the CPI. 
 
These goods and services, each a component or sub-component of the CPI, have characteristics in common with 
electricity.  We looked closely at price trends of fuel oil, natural gas, motor gasoline, food, housing and postage.  All 
or virtually all of the American public continuously consumes these everyday and near-everyday necessities of life.  
And, their nature has remained relatively unchanged for decades, unlike medical care or telephone services for 
example.  
 
Fuel oil is an excellent consumer expenditure to compare with electricity, partly because fuel oil and electricity are 
competing substitutes for home heating in much of the country.  Fuel oil prices in 2010 were 21.0 times what they 
were in 1960, 17.1 times what they were in 1970, 3.2 times what they were in 1980, 2.9 times what they were in 
1990 and 2.2 times what they were in 2000.  Therefore, electricity prices increased much more slowly than fuel oil 
prices in every one of the past five decades. 
 
Utility piped gas, i.e., natural gas, is another comparable consumer expenditure.  Not only is natural gas a competing 
substitute for electricity for home heating and cooking, the two goods are somewhat similarly price-regulated. Natural 
gas prices in 2010 were 10.8 times what they were in 1960, 9.7 times what they were in 1970, 2.9 times what they 
were in 1980, 1.9 times what they were in 1990 and 1.4 times what they were in 2000.  Therefore, electricity prices 
increased much more slowly than natural gas prices in every one of the past five decades except the last decade 
when the prices of the two goods moved almost identically.   
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Motor gasoline (all types) is another comparable consumer expenditure, an energy source used virtually daily by 
most Americans.  Motor gasoline prices in 2010 were 9.8 times what they were in 1960, 8.6 times what they were in 
1970, 2.4 times what they were in 1980, 2.4 times what they were in 1990 and 1.9 times what they were in 2000.  
Therefore, electricity prices increased much more slowly than motor gasoline prices in every one of the past five 
decades except the 1980’s to some extent. 
 
Consider how electricity prices have moved relative to the broad food component of the CPI.  Food prices in 2010 
were 7.3 times what they were in 1960, 5.6 times what they were in 1970, 2.5 times what they were in 1980, 1.7 
times what they were in 1990 and 1.3 times what they were in 2000.  This means electricity and food prices moved 
at roughly the same pace in each of the last three decades, while food prices increased more slowly in the 1970’s 
and faster in the 1960’s.  Overall, in the half century, food prices have increased somewhat more than that of 
electricity. 
 
The Food Timeline website provides the long-term price history of food items frequently purchased by many 
Americans.  For instance, an 18 ounce box of Kellogg’s Corn Flakes cost 27 cents in 1960, 38 cents in 1970, 99 
cents in 1980 (temporarily 19 ounces), $1.99 in 1990, $2.99 in 2000 and $3.79 now in 2011.  A Hershey bar cost 
5 cents in 1960, 10 cents in 1970, 25 cents in 1980, 45 cents in 1991, 80 cents in 2003 and 95 cents in 2010, 
though the size of this favorite treat has increased in the last half century from an ounce to 1.55 ounces.  Another 
favorite, a package of Nabisco’s Oreo cookies, cost 45 cents in 1960, 45 cents in 1970, 99 cents in 1980, $2.69 in 
1990, $2.99 in 2004 and $4.29 in 2008.  The package size for the cookies has fluctuated a little bit between 15 
and 18 ounces.  We can see that, over the last half century, common items purchased by American households with 
regularity have had price increases far outpacing that of household electricity.   
 
Then there is the broad housing component of the CPI that includes as sub-components, electricity, fuel oil and 
natural gas along with larger components relating to home mortgage and rental payments.  Housing prices in 2010 
were 5.9 times what they were in 1970, 2.7 times what they were in 1980, 1.7 times what they were in 1990 and 
1.3 times what they were in 2000.  The U.S. Bureau of Labor Statistics does not have a housing component of the 
CPI going back as far as 1960.  For the last four decades, electricity and housing prices have moved similarly, with 
electricity increasing slightly faster in the last decade and housing increasing slightly faster in the 1980’s and 
1990’s. 
 
Finally, we identified the postage sub-component of the CPI for comparison with electricity.  The prices of both 
electricity and postage are regulated and both are used almost universally by consumers on a constant basis.  
Though it could be said that postage has become a less essential consumer service in the last decade.  Postage 
prices in 2010 were 9.8 times what they were in 1960, 6.6 times what they were in 1970, 3.0 times what they were 
in 1980, 1.8 times what they were in 1990 and 1.4 times what they were in 2000.  Compared with electricity prices, 
postage prices increased much faster in the 1960’s and somewhat faster in the 1990’s but about the same in the 
other decades. 
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What Costs What Electricity Costs? 
 
If the typical below-average income household spends around $2.50 daily for all of the home’s electricity, an 
interesting question is, what costs about what electricity costs? 

 
 
The following is a list of common frequent purchases by Americans and their current prices as posted in Washington 
D.C. retail outlets: 
 
 • Common Frequent Purchases Costing Less Than a Day’s Electricity 
 

Hershey’s Kit Kat Candy Bar    $1.19 
McDonald’s Medium French Fries   $1.75 
Coke Soda, 20 ounce container   $1.79  
Ivory Soap, 3 pack     $1.99 
Bumble Bee Solid White Tuna, 5 ounce can  $2.19 
 
• Common Frequent Purchases Costing About the Same as a Day’s Electricity 
 
Starbuck’s Vente Coffee    $2.25 
Kleenex Tissues, 200 2-ply box   $2.27 
Scotch Magic Tape, ½ inch, 12.5 yards  $2.43 
Whole Milk, ½ gallon carton    $2.69 
Skippy Creamy Peanut Butter, 16.3 ounce jar  $2.77 
Kraft Philadelphia Cream Cheese, 8 ounce box  $2.79 
Clorox: 3 quarts     $2.99 

 Colgate Total Whitening Toothpaste, 4.2 ounces $2.99 
Hallmark Birthday Card and Envelope   $2.99 
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• Common Frequent Purchases Costing More Than a Day’s Electricity 
 
Cheerios, 8.9 ounces    $3.39 
Wonder Classic White Bread, 20 ounce loaf  $3.39 
Band-Aid, 20 box     $3.49 
Advil, 24 tablets     $3.99 
Bounty Paper Towels, 2 rolls    $4.69 
Kellogg Corn Flakes, 12 ounces   $4.69 
Right Guard Total Defense Deodorant Gel  $4.79 
Tropicana No Pulp Orange Juice, 1.8 quarts  $4.79 
Scott Toilet Paper, 4 rolls    $4.99 
 
 
• Common Frequent Purchases Costing More Than Twice a Day’s Electricity 
 
Tide Detergent, 25 ounces    $5.49 
Duracell AA batteries, 4 pack   $5.49  
GE Energy Smart CFL Bulb, 75 watt replacement $6.59 
Hellman’s Mayo Real Mayonnaise, 30 ounce jar $6.89 

 Domino’s Small Cheese Pizza   $8.99  
Hefty Clinch Sak Large Trash Bags, 28 box  $9.89 

 
 
Most of these common frequent purchases are in the range of $2.50 which pays for all of a typical below-average 
income household’s electricity for a day.  It seems astounding that for around the cost of 2 Kit Kat bars daily, a 
household powers its 20 or more plug-in and rechargeable electrical appliances and devices 24/7.  
  
 
Ninth Quantitative Analysis: Electricity in the “Market Basket” 
 
Every few years, the U.S. Bureau of Labor Statistics revises the market basket of goods and services that is the basis 
for the Consumer Price Index.  Some goods and services become a smaller factor in the CPI over the years and 
others become a larger factor as Americans’ buying habits evolve.  Build Energy America evaluated the Relative 
Importance of Components market baskets for December 1986 (the earliest available), December 2001 and 
December 2010 (the latest available). 
 
In December 1986, nearly a quarter century ago, the Electricity sub-component of the CPI was assigned a weight of 
2.742 out of a total of 100.  This meant that the Bureau of Labor Statistics determined that when calculating the CPI, 
the price of electricity for households should account for about 2.7 percent of the CPI.  For the sake of comparison, 
the December 1986 weight for the price of natural gas was 1.32, telephone services, 2.210, and motor fuel, 2.897.   
 
In December 2001, nearly a decade ago, the Electricity sub-component of the CPI was assigned a slightly lower 
weight of 2.563 out of a total of 100.  This meant that the Bureau of Labor Statistics determined that when 
calculating the CPI, the price of electricity for households should account for about 2.6 percent of the CPI.  For the 
sake of comparison, the December 2001 weight for the price of natural gas was 1.159, telephone services, 2.146, 
and motor fuel, 2.578.   
 
In December 2010, the Electricity sub-component of the CPI was assigned a weight of 2.823 out of a total of 100.  
This meant that the Bureau of Labor Statistics determined that when calculating the CPI, the price of electricity for 
households should account for about 2.8 percent of the CPI.  For the sake of comparison, the December 2010 
weight for the price of natural gas was 0.869, telephone services, 2.334, and motor fuel, 5.079.  
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Therefore, according to Bureau of Labor Statistics surveys and analyses, the role of electricity expenditures in 
household budgets has changed hardly at all during the last quarter century.  The weight for Electricity has steadily 
remained in the 2.6 to 2.8 percent range with little variation even as Americans use much more electricity for air 
conditioning, computers, home entertainment equipment, etc.  
 
In contrast, motor fuel now evidently takes a much larger chunk of Americans’ household budgets, on average,  and 
natural gas a significantly small chunk of household budgets.  These trends reflect the higher pump price for gasoline 
and increased efficiency of natural gas use in the home.  

 
 
 
Tenth Quantitative Analysis: Bill Increases in Households’ Budgets 
 
Consider as a case study a below-average income household that, for the sake of simplicity, has an electric bill of 
$900 annually, which comes out to $75 monthly or $2.50 daily.  The bill is higher than $75 in summer months and 
$2.50 on summer days, due to greater use of electricity for air conditioning, and lower during the other seasons. 
 
Suppose the utility proposes an electric rate increase to the state public utility commission.  Headlines scream out 
that the proposed increase is in the hundreds of millions of dollars and that the typical customer would bear 10 
percent higher bills. 
 
The headlines and the articles beneath them might neglect to mention that the 10 percent hike would affect the 
transmission and distribution portion of electric bills, not the power plant portion (nor portions for taxes, nor for state 
mandated-fees and adjustments).  If the transmission and distribution portion is half of electric bills, a reasonable 
assumption, then the proposed 10 percent hike would really impact households’ bills by half of that, or 5 percent. 
 
Perhaps the utility will not propose another rate increase for three years.  Over the three years, a 5 percent increase 
is equivalent to an average increase per annum of five-thirds or 1.7 percent (without compounding).   
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Suppose further that inflation averages 2 percent per annum during the three years.  This pace of inflation 
transforms a 1.7 percent per annum rate increase, unadjusted for inflation, to a -0.3 percent per annum decrease, 
appropriately adjusted for inflation. 
 
State public utility commissions rarely allow all that utilities propose.  In this case study, let us assume half the utility’s 
proposal is allowed by the public utility commission.  The implication is that the actual increase will be 2.5 over the 
three years, unadjusted, and 0.8 per annum, also unadjusted.  After adjusting for inflation, the utility’s proposal that 
is actually allowed  becomes a 1.2 percent per annum decrease; not an increase at all. 
 
The impact on the below-average income household, unadjusted, is 63 cents monthly or 2 cents daily.  Put another 
way, the household’s average monthly bill would increase an average of 63 cents per annum for three years, so that 
by the end of the three years its average bill would be up to $76.88 from the current level, $75. 
 
That increase is unadjusted for inflation of course.  While the average monthly bill would be up to $76.88 three years 
hence, after adjusting for inflation, this $76.88 would feel like $72.53 to the household in “constant dollars.”  
Electricity would have become, in effect, cheaper.  
 
Summing up, in this case study, a utility’s proposal to increase rates 10 percent as reported by the media turns out 
to be a 1.2 rate decrease when we properly take into consideration the portions of electric bills, the multiple years 
between rate increases, the tendency for public utility commissions to allow only a percentage of utility proposals, 
and inflation.  Yet, the headline did not scream out that the proposed rate increase is in reality a decrease.  
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Chapter V :  The D isconnect ,  Why E lectr ic  Rates Seem High and Rap id ly  Increasing  
 

 
It is an understatement to say that most of the American public would be amazed and highly skeptical to hear that 
electric rates and bills have been moderate.  But that is what we have rigorously demonstrated in the three previous 
chapters.   
 
This seemingly incredible conclusion contradicts the drumbeat of media headlines and what Americans can see for 
themselves in their own monthly bills.  How is it possible that the public perception about electric rates can be so 
different from the facts?  
 
Much of what the public hears about electric rates are sound bites from utility opponent group representatives.  
Opponents naturally want to pummel a utility’s rate increase proposal.  Many of them consider it an effective strategy 
to paint a vivid alarming picture of a utility’s proposal to attract media attention and ire.   
 
The media effortlessly churns out tear-jerking heart-wrenching stories of through-the-roof rate increases that would 
break the backs of already economically-strained low and middle-income families.  How many in the public see 
through the fog of opponent tactics and media dramatizing?     
 
Seeing their own monthly bills, most Americans have no doubts that electricity is expensive and becoming more so all 
the time.  After all, their monthly bill varies wildly from month to month and occasionally jumps way up suddenly for 
no apparent reason. 
 
Moreover, there is constant media chatter, by politicians, pundits and promoters of competing services, that electric 
rates and bills are high and only heading up.  For example, overzealous solar panels advocates and home 
improvement contractors can make aggressive intemperate remarks about electric rates. 
 
 
Two Media Case Studies of the Disconnect 
 
In May 2011, Yahoo! News posted a provocative AARP Illinois press release headlined “AARP, Groups, Urge 
Lawmakers to Stop Utility Rate Hike Express.”  The piece included this aggressive claim: 
 

Automatic rate increases will add an unfair and unwarranted burden on the wallets of all consumers, but particularly 
on those of limited or fixed income among the 50 plus population, who pay an average of 14 percent of their 
household income on utilities. 

 
 
Can this be true, as AARP Illinois claimed here, that a significant number of Illinois households headed by individuals 
who are 50 or older pay an average 14 percent of their income for electric and natural gas bills?  This claim seems 
incredible since electric bills are generally around two plus percent of the budgets of all households nationally.  
Indeed, if the average for these households of concern to AARP Illinois is 14 percent, then the math requires that a 
large number of them pay significantly more than the average for their electricity and natural gas (e.g., as much as 
20 percent).  
 
It seems to be such an unlikely claim since below-average income households in the Land of Lincoln, without respect 
to the age of household members, pay only around $900 per annum on electric bills.  AARP’s position is particularly 
ironic since, as discussed in Chapter II, Illinois is one of the most outstanding models of moderate residential electric 
rates among all the states over the last half century.   
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Suppose the natural gas bills for these households average around $750 per annum.  Then total household income 
would need to average just $11,786 for the households of concern to make the AARP Illinois claim a true statement.   
 
Yet, an income of $11,786 is significantly below the Federal Poverty Level for households of two persons, updated as 
of February 2011, and well below Federal Poverty Level for households of three persons or more.  Only one-person 
households in extreme poverty have total income below $11,786 on average.  Their electric and natural gas bills 
must seldom total as much as $1,650 - $2,357 per annum, i.e., 14 – 20% of $11,786.  Many such individuals, 
furthermore, would have their electric and natural gas bills subsidized in part by the Low Income Home Energy 
Assistance Program of the U.S. Department of Health and Human Services. 
 
It cannot be questioned that individuals and families with very low incomes in the range of the Federal Poverty Level 
and below are economically distressed in our society.  Every cost, whether for electric and natural gas services or 
any other necessity, is challenging for them to pay.  When costs for necessities increase, as they constantly do for 
medicine, food, home items, apparel, gasoline, public transportation and utilities, there is an impact.  Yet, overstating 
the impact of electric bills alone on the very most disadvantaged citizens and basing the alleged unfairness and 
burden of a utility proposal on this impact, should not be seen a compelling argument.   
 
Consider the case in which transmission and distribution electric rates are raised by as much as five percent, i.e., 
excluding uncontrollable fuel and generation rates.  If electric bills for the households of concern were $75 monthly 
or $2.50 daily before the rate increase, then the increase would come to $1.88 monthly or six cents daily.  While any 
additional cost on economically distressed individuals and families is undesirable, six cents daily hardly justifies the 
rhetoric of AARP Illinois.   
 
The media is filled with such stories of utility rate increase proposals in the tens and hundreds of millions that would 
have devastating effects on the most economically vulnerable in society.  As just one more example, the Rapid City 
Journal ran this headline, “Electric Rate Increase ‘Scary for Us’.”  The article led with this paradox: 
 

Black Hills Power customers pressed the utility at a forum Monday night to invest in renewable energy, cut its reliance 
on coal-fired power plants and avoid the 26.6 percent rate hike the company has requested from state regulatory 
officials.  

 
 
The Journal’s reporter and her readers may not know that investing more in renewable energy and cutting reliance 
on coal power plants can only lead to greater rate increases.  Nor may they be aware that electric rates and bills in 
South Dakota have actually risen less than in any other of the 50 states over the last half century, i.e., rates have 
fallen substantially when appropriately adjusted for inflation, because its utilities have built and operated cost-efficient 
baseload power plants.  
  
 
Putting Electric Rates and Bills Into Context 
 
It is only natural that Americans looking at their electric bills can anger when an unusually high bill comes through the 
mail and pay little attention when the bills are medium or low (as they often are in spring and fall months).  It is 
understood by few that, unlike what they pay at the gas station pump, the “tank size” for electric bills varies.   
 
Households can use vastly different amounts of electricity from month to month because of weather (determining air 
conditioning usage), work and school schedules, etc. and so bills drastically vary.  That is very different from a fill-up, 
which is for a fixed number of gallons.  The charge per fill-up is completely predictable (if per gallon prices are 
somewhat stable of course). 
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As much as per gallon prices can move around, electricity’s “price at the pump” can vary much more.  In the 
summer, especially, electric bills can soar not only because of greater air conditioning usage but also because 
heavier usage by all households and businesses drives the power plant sector to higher rates per kilowatt-hour. 
 
 
If Rate Increases Were Thought of Like New York Times Price Increases 
 
In July 2007, the New York Times increased its newsstand price for a copy of the paper from $1 to $1.50.  Less than 
two years later, in May 2009, the Times increased the price again to $2.   
 
The Times did not emphasize that these increases were as much as 50 percent and 33 percent, doubling the price in 
just two years.  It also did not emphasize that the two increases would sock readers for an extra $25 monthly or 
$300 annually.  And that excludes the Sunday Times, whose price also went up considerably. 
 
The Times also did not say the increases would raise the paper’s revenues by over a hundred million dollars.  If it 
did, many Times readers may have become outraged about the huge magnitude of the increases. 
 
By any measure, the Times newsstand price increases were much larger in their impact on customers than any 
electric rate increases.  But electric rate increases clearly provoke more anger among the public, in part because 
rate increases are expressed to make them seem larger than they are, in total revenues, potential percentages and 
based on a monthly bill and annual impacts as well. 
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Chapter V I :  Grea t News Nobody Knows,  Why E lectr ic  Rates are Cons istent ly  Moderate  
in  Most States 

 
 
In the study, Build Energy America posed a question seldom asked.  Why have residential electric rates and bills 
remained moderate during the last half century? 
 
The question is unusual since, as discussed in Chapter V, the fact that electric rates and bills have remained 
moderate runs counter to the perception of the media and public.  The common view is that utilities insatiably 
propose and receive massive rate increases successively in a never-ending cycle.  Seeing little connection between 
rate increases and their service from utilities, few understand how regulators can allow the profligate ways of utilities. 
 
But as Chapters II, III and IV showed with as many as ten different quantitative analyses, electric rates and bills have 
been moderate for decades.  Posing and answering the question of why this is the case can be an effective way for 
the media and public to better comprehend they are receiving a good value when paying the monthly bill. 
 
 
Power Plant Sector Half of Bills 
 
The study repeatedly and conclusively found that the chief factor that determines whether electric rates are high or 
low is the fuel and technology mix of a country’s, region’s or state’s power plants.  Not whether state public utility 
commissions have been lax or tough on utilities.  And not whether state commissions allow utilities to make a major 
investment in transmission and distribution equipment and operations or whether they block these investments. 
 
It is still too little understood by the media and public that approximately half of what households pay for their 
electricity goes to the power plant sector of the industry.  If a country, region or state have cost-efficient power 
plants, residential electric rates and bills will therefore be relatively low.  If the power plant sector in a country, region 
or state is not as cost-efficient, electric rates and bills will be higher.  
 
For example, according to the New York Department of Public Service (the state’s public utility commission), New 
York City households using 500 kilowatt-hours in January 2011 paid $58.30 of their $127.76 monthly bill to the 
power plant sector, 46 percent.  In July 2010, during the summer when the all too few power plants around New York 
City are frequently stretched to their limits, these households paid $63.89 of their $133.10 monthly bill to the power 
plant sector, 48 percent.  The difference between the July and January bills of $5.34 is almost all accounted for by 
the greater costs of the power plant sector during the summer. 
 
To further illustrate how the fuel and technology mix of an area’s power plants dictate what households pay for their 
home’s electricity, consider what would happen to the monthly electric bills of New York City households if Entergy’s 
Indian Point two-unit nuclear plant is forced to retire in the next three or four years as is the stated desire of New 
York State.  Analysts of the New York power plant sector agree that electric rates and bills would substantially 
increase in this scenario, including for below-average income households.  All because of a single plant being 
removed from an area’s power plant fleet making it that much more cost-inefficient.    
 
 
Why Northeast and California Differ From 41 Contiguous States 
 
The proof is easy for anyone to grasp.  Households in the northeast and California pay more per kilowatt-hour 
primarily because their power plant sectors are relatively cost-inefficient.  Northeast and California electric bills went 
up dramatically when oil prices spurted up in the early and late 1970’s and natural gas prices spurted up in the mid-
2000’s simply because their power plant sectors were heavily dependent on oil and gas power plants.  Households 
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in other parts of the nation, that have more diverse cost-efficient power plant sectors, have paid significantly less per 
kilowatt-hour and seen less dramatic increases in monthly bills when oil and gas prices spurted up.   
 
Most of the nation is fortunate to have cost-efficient baseload power plant fleets made up of nuclear, coal and natural 
gas combined cycle plants in sufficient quantity.  Nuclear plants are intrinsically low-cost and coal and natural gas 
combined cycle plants are economical as well because of the great abundance of coal and natural gas in North 
America.  Assuming utilities and energy companies are allowed by state regulators to continue to modernize their 
baseload fleets, electric rates and bills are destined to remain moderate for decades to come.   
 
Some of the most contentious utility regulatory battles have been fought in the northeast and California where nearly 
every utility proposal is met with derision.  Yet, the northeast and California have consistently had the highest or near 
the highest residential electric rates among the continental U.S. states in 1960, 1970, 1980, 1990, 2000 and 2010.  
The case seems strong that the ferociousness of opponents to utility proposals has not accomplished much for 
households in those states.  Indeed, the hostile regulatory environment has, if anything, discouraged the one 
strategy that would turn the situation for the better, i.e., more investment by utilities and energy companies to drive 
down costs in their power plant sector.  
 
Other states have suppressed or even driven down electric rates and bills by encouraging investment in their power 
plant sector.  The outstanding examples discussed in this report, Illinois, Arizona and Pennsylvania are just a few that 
have accomplished this for their households.  Power sector investment has also been vigorously encouraged in other 
states large and small such as North Carolina, North and South Dakota, Texas, Georgia and Mississippi.  
 
Another case in point is how Florida Power & Light Company has been driving down the electric rates and bills for the 
households it serves by constantly improving the cost-efficiency of its power plants.  When announcing a utility 
proposal to the state public utility commission to reduce the typical household’s monthly bill from $109 to $100, by 
30 cents daily, the company’s President said: 
 

Our investments in fuel efficiency have resulted in our fossil plants being the most efficient among large-scale utilities 
in the country, but we can do even more.  Nobody wants to be stuck driving a gas guzzler if pump prices go back to 
$4.50.  And because there is a risk of natural gas prices rising again, we want our power plants to be as efficient as a 
fuel-sipping hybrid vehicle.  
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Chapter V I I :  Ten Ana lyses,  Same Conc lusion 
 

 
As summarized in Chapters II, III and IV of this report, the Build Energy America study employed ten different 
quantitative methods that all came to the same conclusion about trends in residential electric rates and bills.  In this 
chapter, we summarize this important result and outline its implications.   
 
 
Residential Electric Rates and Bills Have Been Moderate, Albeit With “Rate Spikes” 
 
Residential electric rates and bills have been moderate for the last half century and for every time period examined, 
i.e., the last 50, 40, 38, 30, 25, 20 and 10 years.  It is true, though, that long multi-year stretches of stable or 
decreasing electric rates (appropriately adjusted for inflation) have been interrupted by one to two year blips, what 
might aptly be called “rate spikes.”   
 
Utilities are lambasted in the media again and again for these one to two year rate spikes, leading the public to 
believe such abrupt temporary surges are constant, persistent and arbitrary.  Much of the public takes as a given 
that utilities are fond of rate spikes but in fact this repeating pattern of long multi-year stretches of stable or 
decreasing rates interrupted by a sharp rise in rates from a regulatory proceeding is as terrible for utilities as for 
households. 
 
This recurrent pattern marked by occasional disruptive rate spikes is the inevitable result of traditional utility 
regulation and its depression-era price control mentality.  For much of the 20th century, when utility costs were not as 
volatile and communications and computation were slower, perhaps it made sense to have price controls suppress 
rates for a few years and then finally reset electric rates to catch up with costs in a full-blown litigated rate case.  
Rate spikes resulted but were accepted as a necessary part of the regulatory process.  In the 21st century, when 
utility costs are volatile and communications and computation are as fast as the Internet, having price controls 
suppress rates for a few years requiring a fly-up in rates when controls are temporarily suspended in a rate case, is 
clearly outmoded. 
 
A few states have brought their utility regulation into the 21st century from the depression-era price control mentality.  
These states allow rates to reset to costs periodically, at least in part, so rates are always more representative of 
costs.  That electricity is economical is then easier for the media and public to see.  Rate spikes are smoothed, 
becoming a relic of 20th century regulation.  
 
 
Electric Bills Fluctuate Mainly From Fuel Price and Usage Changes 
 
As the ups and downs in power plant fuel prices explains much of the variation in electric rates and bills from year to 
year, the expanding use and enjoyment of electrical devices during the last half century explains much of the 
remaining variation (increase) in households’ bills.  State public utility commission decisions in rate cases to grant 
increases to utilities, for higher operational costs and installation of new equipment, have actually been a lesser 
factor in explaining the variation in households’ bills; notwithstanding all the hullabaloo surrounding these 
commission actions. 
 
Half a century ago, electric rates were higher in the northeast than elsewhere in the country, and they are higher 
today.  This has been a constant, decade by decade, through all the rate case controversies and twists and turns in 
state energy policies in the northeast.  The northeast’s reluctance to allow more baseload power plants to be built, 
either before or after oil plants became uneconomic in the 1970’s, seems to be the primary determinant of the 
region’s electric rates; not utilities’ proposals to state regulators every few years.   
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In contrast, electric rates in Florida have been consistently moderate though, like the northeast, the state is 
geographically semi-isolated from the rest of the continental U.S. and thus has constrained transmission access to 
power imports.  Florida has allowed more baseload plants to be built before and since oil became uneconomic. 
 
 
Or Put Another Way, Could Electric Rates and Bills Be Any Lower Than They Are? 
 
There will undoubtedly remain readers who stubbornly cling to the myth that residential electric rates and bills have 
been high and are heading much higher.  So perhaps they might consider looking at the question from the opposite 
direction.  That is, if electric rates and bills are high, as the myth has held, then could and should rates and bills be 
significantly cut through some heretofore untried policies and strategies?   
 
The answer to the question, when it is put this way, is abundantly clear for even those who are the most cynical 
about utilities and energy companies.  There are no heretofore untried policies and strategies that could and should 
significantly cut the costs of delivering electricity to American households and thereby rates and bills.  Costs are just 
about as low as they can go, to sustain current and increasing levels of usage of electrical devices in the home, a 
conclusion that by itself is indicative of the industry’s technological and operational efficiency. 
 
Significant cuts in the costs of delivering electricity to American households could take the route of slashing the 
increasing environmental protections in electricity generation, transmission and distribution though few Americans 
would favor that path.  Significant costs cuts could take the route of gutting the development of renewable generation 
and the transmission needed to connect it, though, again, few Americans would favor that path.  Significant cost cuts 
could take the route of scaling back the redundancy, backup systems and emergency response teams that minimize 
the occurrence and duration of power blackouts though this would be even less popular with the public. 
 
Those who still cling to the belief that electric rates and bills are high should address this last question, if utility 
opponent groups had more of their way in state utility rate proceedings, how much lower would residential electric 
rates and bills be?  Would their demands to stop rate increases have had a significant positive effect on below-
average income households they may represent? 
 
To consider this question, let us look again at the below-average income household that typically pays around $2.50 
daily or $75 monthly for all its electricity needs 24/7.  Do utility opponent groups believe they could cut the daily cost 
of electricity by a two or three dimes or more, and therefore the monthly cost by six to nine dollars or more?  Sounds 
doable, a 10 percent cut in utility costs.   
 
Although, as utility opponent groups know, as much as half of utility bills are outside the control of utilities.  Nothing 
much can be done about market-set fuel prices, labor force medical care and pension requirements, and government 
taxes and fees.  Therefore, in order to drive down the daily cost for a household by a quarter, to $2.25, a 20 percent 
cut to the bone of operational and equipment costs of utilities would be necessary.  Few would claim this is feasible 
without risking more frequent and longer blackouts, more impacts on the environment and cutting safety corners. 
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Chapter V I I I :  Recommendat ions:  Communicat ing  E lectr ic  Values 
 

 
It is as if it is a well kept secret that residential electric rates and bills have been and are likely to remain moderate.  
That rates and bills are moderate is an accepted fact in the electric power industry but industry representatives have 
been reserved about saying this too loudly on the public record.   
 
Industry representatives are naturally concerned that the media and public would react negatively if the good news 
about electric rates and bills was discussed more directly.  It is reasonably assumed that a cynical media and public 
would feel that the industry is being insensitive to the economic plight of below-average income families and 
individuals or intentionally deceptive to obscure a less benign story.  And it is expected that the industry would be 
accused of reverting to the bad old days when the growing use of electricity was enthusiastically marketed and 
compelling energy efficiency practices were sometimes shunned. 
 
With the industry nearly silent about how electric rates and bills are moderate, utility opponent groups are able to 
monopolize the public discussion.  Opponents are free to broadcast their captivating mantra about sky high electric 
rates and bills heading ever higher unless opponent positions are instituted.  These rate jolt or shock statements are 
rarely vigorously contested or rebutted.  
 
The constantly one-sided public discussion about electric rates and bills can only be perceived by the media and 
public in one way.  Electricity must be expensive and about to become more so.  The average American might ask, if 
electricity is consistently a good value, how come he or she never hears much about that?   
 
Somehow, the industry must find acceptable effective ways to step into the public discussion and set the record 
straight.  This is a crucial priority since the widespread conviction that electricity is expensive motivates poor energy 
policies and public and political wrath in reaction to utility and energy industry proposals. 
 
 
Electric Values Perspective 
 
Electric Values is a perspective that can complement how utilities and energy companies communicate about the 
proposals they make to state public utility commissions.  The goal is to better express for a skeptical media and 
public how much proposals will cost below-average income households as well as average income households in 
balanced understandable terms so that proposal benefits (e.g., less frequent and shorter blackouts after storms) 
receive the attention they are due.   
 
Complementing how utilities and energy companies have traditionally communicated about proposals to regulators, 
the Electric Values perspective: 
 
 Expresses current electric bills and the potential effect of proposals on bills in understandable daily terms. 
 

Emphasizes current daily bills of below-average income households and proposed potential effects on their 
daily bills recognizing the electricity costs of these vulnerable households are justifiably a major concern in 
regulatory proceedings.  

 
Educates that the potential effect of proposals are an absolute upper bound subject to factors that will 
almost certainly significantly lessen the effect on household electric bills: 

 
• The proposed potential effects may pertain to only some portions of a household bill (e.g., 
transmission and distribution), so increase percentages that are discussed in the regulatory 
process could exaggerate the impact on the whole bill. 
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• The proposal, if approved by regulators, may authorize a utility or energy company to install 
cost-efficient equipment and/or implement operational savings, resulting in lower bills in the near 
future relative to what bills would be otherwise. 
 
• Regulators’ decisions about the proposal may dictate electric rates for multiple years in which 
case inflation will erode bill impacts. 
 
• Regulators’ may decide not to approve each and every part of the proposal, for a variety of 
reasons, further diminishing bill impacts. 
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