
Deregulation was just the removal of rules 
without considering why the rules were 

there in the first place. 
John Courage 



The cable TV industry has gone through both 
deregulation and re-regulation. 



The Cable Communications Policy Act of 1984 
deregulated the industry. 

Congress believed that broadcast TV and 
related technologies offered sufficient 
competition to ensure consumers fair prices 
and quality service. 



After a period of rapid price growth, the 
industry was re-regulated in 1992. 

Cable operators were required to reduce 
prices by nearly 17% in 1993-94. 

Cable operators claimed that the lost revenue 
would keep them from desired upgrades. 



The Telecommunications Turns Act of 1996 
mandated that rate regulation be phased out 
and ended completely by March 1999. 

Cable prices soared again. 
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The electric utility industry was the latest 
target for deregulation. 

The industry had long been regarded as a 
natural monopoly. 



Critics complained that local utility monopolies 
allowed costs to rise and had little incentive to 

apply new technologies. 



There is no longer a need to rely on a regional 
utility monopoly. 

New high-voltage transmission lines can carry 
power thousands of miles with negligible 
power loss. 



Although technology destroyed the basis for 
monopoly in power production, local natural 

monopoly in power distribution remains. 



California legislation stripped local utilities of 
their production capacity. 

California utilities became totally dependent 
on third-party power producers. 



A ceiling was placed on retail electricity prices, 
but not on wholesale prices.  

When wholesale prices rose sharply in 2000, 
many California utilities declared bankruptcy 
because retail prices were fixed too low. 



Other states have demonstrated how 
deregulation can generate much better results. 



In many industries, deregulation has resulted 
in more competition, lower prices and 
improved service. 

Changing consumer demand, new 
technologies and substitute goods made 
existing regulations obsolete. 

But there are industries that perhaps should 
be regulated. 



Popular bottled water 
brands source mainly 
from catastrophically 
dry parts of the West. 
California is the only 

western state without 
groundwater 

regulation. This 
means water 

companies that find 
water by drilling 

below the surface can 
claim it as their own 
and charge whatever 
price the market will 

bear. 



One shouldn’t conclude that regulatory 
intervention never made sense just because the 

regulations later became obsolete. 

And deregulation has led to problems ... some 
unforeseen. 



1. economic crashes resulting from risky, 
unregulated ventures into unknown areas 
(financial derivatives, swaps and risky 
mortgages) 

2. bankruptcies, especially of older companies 
(savings and loans) 

3. innovation (wireless communication) 

4. lack of competition (cable TV) 

5. disappearance of consumer perks (air travel) 



6. lack of variety in news sources leading to 
uninformed citizenry (giant media 
conglomerates) 

7. inundated with confusing advertising (energy 
suppliers) 

8. fewer consumer choices and fewer producer 
opportunities (commercial radio) 

9. poor or no service in rural areas (cell service) 

10. lost jobs (railroads) 



And... 

Is there a single example of consumer prices going 
down and market competition increasing after 

deregulation of a US industry? 

The phone industry? 

The cable industry? 

The airline industry? 



Historically, the benefits of deregulation are 
generally short- to intermediate-term for any 

industry. 

A burst of competition and innovation occurs in 
the short run, and prices fall. Consolidation of 
market players then produces price stability 
through resultant diminished competition. 

And after that? 

A higher market share, via a reduced number of 
market participants, promotes higher prices. 



Price deregulation is almost always a good idea as 
long as you have a decent number of market 

players to ensure competition. 

There's the rub. Over the long haul, the benefits 
of deregulation increasingly belong to the 

companies. 

They respond to deregulation by buying each 
other up and restoring the same lack of 

competition that existed before deregulation. 



It is in the best interest of businesses to work with 
governments to write sensible regulations that 
target bad apples. 

There are solid economic reasons for virtuous 
businesses to support regulations in such areas as 
employee safety and health, and food and product 
safety, where a level playing field is necessary to 
prevent free-rider advantages going to competitors 
willing to pursue gain at the expense of the public 
interest. 



Deregulation can generate long-term costs for 
responsible businesses. 

For example, California’s Governor 
Schwarzenegger, signed a bill easing fire 
prevention regulation during construction of 
buildings that resulted in short-term savings for 
some builders. When a major fire destroyed one of 
those buildings, it took with it several nearby 
buildings and cost insurance companies hundreds 
of millions in damages. 



It might benefit responsible businesses to work 
with government to write effective legislation 
aimed at the irresponsible behavior of the 
short-sighted few. 

If the business community dropped their 
demands for deregulation and took up the 
cause of sensible regulation, everyone might 
come out ahead. 



The answer for government is to deregulate but 
to be much more aggressive on the antitrust 
side of things. 

In other words, unleash all those wonderful 
market forces that can come with allowing 
businesses to run with the ball, but draw the 
line when, as always seems to happen, 
businesses decide to start joining up for market 
share. 




