Recent Electricity Market Reforms in Massachusetts 

A Study of Benefits and Costs
Below is a summary of a report prepared by the Executive Office of Housing and Economic Development and the Executive Office of Energy and Environmental Affairs in which they analyze the benefits and costs of recent electricity market initiatives.  The report is required by the Economic Development Reorganization Act, which you signed into law on August 5, 2010, and it reviews the costs and benefits associated with recent legislative and regulatory changes related to electricity.  In doing so, it examines the impacts on rates and bills of electricity customers and their impact on economic development in the state.  The study does not address any related public health impacts.
Massachusetts (along with the other New England states) has long had high electricity prices relative to other states, especially those that get much of their electricity from local sources of coal and hydropower.  With no indigenous fossil fuel and no large-scale hydro, Massachusetts is particularly vulnerable to the wide price swings typical of global energy commodity markets.  The study shows a three-fold increase in electricity supply prices in the 1998-2008 period, followed by a substantial drop in the past two years.  Nationally, up to 80% of the variability in electricity prices across states can be explained by decades-old decisions and fuel prices.  
With the Green Communities Act, the Global Warming Solutions Act, and the Green Jobs Act of 2008, you and the Legislature established a comprehensive energy market policy for the Commonwealth, updating the market framework established by the Restructuring Act of the late 1990s to give it a new and more explicit public purpose encompassing energy security, cleaner energy resources, and economic development resulting from the transition to a clean energy future for the Commonwealth.  By facilitating economical energy efficiency upgrades, creating market demand for new renewable energy generation, pursuing appropriately financed hydro power imports, and resisting proposals to subsidize generation in remote U.S. locations, this comprehensive strategy promises ratepayers benefits in reduced energy usage, avoided transmission costs, and lower wholesale market prices.  This strategy also includes an economic development component, as it provides support to the creation of solar power and offshore wind industries where Massachusetts has opportunities to establish a competitive advantage.
The study estimates that the total benefits to electric customers will be $2.5 billion in 2015 when the comprehensive strategy is fully implemented. This means the benefits of implementing these initiatives are nearly two and half times as great as the $1.1 billion cost.  Further, the vast bulk of the savings from these investments will accrue to commercial and industrial customers.  When compared to the estimated $8.4 billion spent on electricity in Massachusetts in 2009 (and over $9 billion in 2008, when natural gas prices were at their recent peak), the resources committed to the comprehensive energy market policy are modest, and they promise direct benefits to ratepayers and the Commonwealth as a whole.
Renewable and alternative energy will likewise provide ratepayer benefits.  At $328 million, the ratepayer benefits are projected to be three times the $111 million cost of implementing these renewable and alternative energy initiatives.  Clean energy imports will also add low emissions electricity to New England’s supply mix, and solar and offshore wind development — those initiatives that require the highest costs in the short run – help Massachusetts take the lead in markets for renewable energy resources critical to the nation.  Together, these initiatives are enhancing the Bay State’s economy and job market.
There will be notable support and criticisms of the propositions presented in the study.  Organizations including Associated Industries of Massachusetts and the Massachusetts Association of Consulting Planners are critical of the Administration’s clean energy policies.  However, organizations representing business interests, labor, and the environment will generally support the Administration’s clean energy efforts and the outcomes of the study.
