
“The great danger to the consumer is the monopoly … His most effective protection is free 
competition … The consumer is protected from being exploited by one seller by the existence of 
another seller from whom he can buy and who is eager to sell to him. Alternative sources of supply 
protect the consumer far more effectively than all the Ralph Naders of the world.”

~ Milton Friedman

COMPETITIVE MARKETS FOR ELECTRICITY DELIVER $3 BILLION 
A YEAR IN SAVINGS TO OHIO ELECTRICITY CONSUMERS

Competitive electricity markets in Ohio are working and 
delivering cost savings and other benefits to customers 
across Ohio.

Over the past 17 years, since the enactment of Ohio 
Amended Substitute Senate Bill 3 (SB 3) in 1999, the 
restructuring of Ohio’s retail electricity marketplace has 
been implemented and refined.

The major premise of SB 3 was that competitive markets, 
rather than government regulation, would provide the 
choices, savings and other benefits that customers seek 
and value. This premise has been proven correct.

COMPETITIVE MARKETS ARE WORKING 
WELL FOR OHIO ELECTRICITY CUSTOMERS
Ohio’s electric industry restructuring sought to secure 
safe, reliable, lowest-cost electricity for customers.

Electricity customers in Ohio today enjoy unprecedented 
options for shopping for generation service. The 
competitive market is working. It’s delivering customer 
choice, new energy technologies, innovative energy 
services, and direct energy savings to customers – all 
while assuring energy reliability.

THE BENEFITS OF COMPETITION ARE 
NUMEROUS AND WELL-DOCUMENTED
Customers across the state are benefitting from 
competitive electricity markets in numerous ways:

LOWER COSTS. A recently completed analysis1 
of electricity prices in Ohio since 2011 found that 
deregulation has saved, and will continue to save,  
Ohio electricity customers an average of three billion 
dollars annually.

Deregulation has dramatically lowered the 
generation rates offered to customers as 
cost-based ratemaking has been replaced by 
competitive market-based auctions. Under 
SB 3, for their customers who do not shop 
for electric generation on the retail market, 
electric distribution utilities are required to 
purchase electricity via competitive auctions. 
From 2011 through 2015, these auctions have 
saved non-shopping consumers $12.9 billion.

For those customers who shopped for generation from 
competitive suppliers in the retail market, there have been 
even greater savings. From 2011 through 2015, customers 
who are purchasing electricity from a competitive supplier 
conservatively realized an additional $3.1 billion in cost 
savings compared to what was paid by customers who 
purchased generation from their incumbent utility.

Combined, then, shoppers and non-shoppers have  
saved more than $16 billion since 2011 due to Ohio’s  
move away from electric generation monopolies and to 
competitive markets.

The transition to a competitive retail electric marketplace 
has allowed customers access to historically low energy 
prices driven by the natural gas shale boom and flattening 
demand for electricity. And in a free market, customers  
get the benefit, not the monopoly to which they have  
been captive.
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1  ELECTRICITY CUSTOMER CHOICE IN OHIO: How competition has outperformed traditional monopoly regulation, November 2016, Northeast Ohio Public Energy Council
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INVESTMENT & ECONOMIC GROWTH. Free markets 
encourage entrepreneurship. Entrepreneurs drive 
investment. It is occurring in Ohio’s electricity marketplace 
in a big way.

Eight new natural gas-powered plants are in various 
stages of construction throughout Ohio. Four more are in 
various planning stages.

The estimated collective capacity of the eight new plants 
is 8,242 MW, and they collectively represent a $7.74 
billion investment. This new capacity is enough to power 
7,000,000 homes which is more than 1.5 times the entire 
population of Ohio.

The eight new plants also will generate an incredible 
demand for Ohio natural gas. It is estimated, 
conservatively, that for every 5,000 MW of new capacity, 
approximately $20 billion of natural gas will be purchased 
over a 30-year period.2

PJM Interconnection is the Regional Transmission 
Organization that governs the grid that supplies Ohio and 
13 other states and the District of Columbia. Its energy 
and capacity markets are sending clear price signals that 
are attracting substantial investment in new generation. 
And, by driving prices down, Ohio becomes more 
competitive.

2 JobsOhio
3  Craig, J. Dean, Savage, Scott., “Market Restructuring, Competition and the Efficiency of Electricity Generation: Plant-level Evidence from the United States 1996 to 

2006.”, http://www.colorado.edu/Economics/papers/Wps-09/wp09-06/09-06CraigSavage.pdf
4  Fabrizio, K, Rose, N., and Wolfram, C., “Do Markets Reduce Costs? Assessing the Impact of Regulatory Restructuring on US Electric Generation Efficiency”, http://

economics.mit.edu/files/9915
5 http://www.monitoringanalytics.com/reports/PJM_State_of_the_Market/2016/2016q2-som-pjm-sec10.pdf

IMPROVED TECHNOLOGY AND ITS EFFICIENCY IN 
MAKING ELECTRICITY. The markets drive technology 
investment and innovation. The markets are attracting to 
Ohio new technologies that improve energy generating 
efficiency, as measured by “heat rate,” or the amount of 
BTUs needed to make a kWh of electricity. The favored 
base load power plant configuration in Ohio today is a 
water-cooled, 2-on-1 combined cycle, gas-fueled power 
plant, which is nearly twice as efficient as legacy coal-fired 
plants. This is important because enhanced efficiency 
conserves fuel and lowers wholesale energy prices for all 
consumers. 

Markets also drive efficiency gains in already operating 
generation units. A study of 950 fossil-fuel power plants 
in the U.S. found that those in restructured, competitive 
markets increased their heat rate by 13 percent. This 
market-driven gain in power plant efficiency resulted in 
a reduction of up to 81 million tons of carbon dioxide 
nationally, equivalent to the amount of CO2 produced 
by up to 14 million cars. The fuel efficiency gains were 
found to be from technical changes to the power plant, 
and organizational changes with the operating staff.3 Yet 
another study found that nuclear plants in competitive 
territory gained 3 to 5 percent in efficiency compared to 
their regulated peers.4

And, consider the surging role of batteries in regulating 
the frequency of the electric grid. PJM has created 
markets to provide frequency regulation to keep local 
grids stable. As a result, in 2015, grid-scale batteries had 
already grown to provide 22 percent of the frequency 
regulation needed for the electric grid, from 16 percent in 
2014. By the first half of 2016, the number of battery units 
rapidly expanded, and batteries now make up 42 percent 
of frequency regulation.5
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6  Source: PJM Base Residual Auction reports, for example, see:  
http://www.pjm.com/~/media/markets-ops/rpm/rpm-auction-info/2019-2020-base-residual-auction-report.ashx

7 https://www.eia.gov/electricity/state/ohio/index.cfm

IMPROVED RELIABILITY. Competitive markets deliver 
reliable electricity supply. Ohio’s electric generators 
participate in a wholesale competitive market operated 
by the PJM Regional Transmission Organization. To 
ensure that reliable electricity supply is maintained, 
PJM conducts a forward-looking competitive auction for 
generation capacity. Generation capacity is the promise 
of an electric generator to be available to operate when 
the grid requires it. PJM goes so far as to literally equate 
capacity to reliability. PJM plays it safe, forecasting the 
peak capacity requirements of the grid in future years 
and aiming to procure a reserve margin of about 15 
percent more than it actually needs. The results show 
that competitive auctions work. For the past five years, 
PJM has procured even more reserve margin than it has 
targeted, on average about 20 percent annually.6

The amount of PJM’s recent reserve margins exceeds the 
entire generating capabilities for all of Ohio.7 That is to say, 
PJM’s auction has procured so much capacity, that even 
on the hottest of days, it has more than enough standby 
resources to meet all of Ohio’s capacity needs.

YEAR RESERVE MARGIN

2019/20 22.40%

2018/19 19.80%

2017/18 19.70%

2016/17 21.10%

2015/16 20.20%

PJM projected capacity reserve margin over five years

CONCLUSION
The promise of electricity markets has become reality in 
Ohio. Electricity markets are delivering the anticipated 
benefits:
 • Driving electricity costs down – an estimated $16 
billion in savings from 2011 to 2015 for Ohio businesses 
and families
 • Attracting substantial investment in new generation 
in Ohio – 8,242 MW of new generation and more in the 
planning pipeline
 • Improving energy efficiency and reliability – reserve 
margins steadily in the 20 percent range with 13 percent 
gain in power plant efficiency

The policy has even greater promise for Ohio’s future, if 
state and federal policymakers will pursue public policy 
that protects competitive markets in Ohio and federally.
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WHAT IS CAPACITY AND HOW DOES IT 
IMPACT ELECTRIC COSTS? 
Capacity is part of a customer’s electric generation 
rate, along with the cost of the energy itself, and is 
associated with the costs a generation supplier incurs 
to have enough power to meet demand in a particular 
area during peak times. Today, it accounts for around 12 
percent of the total bill. 

The cost of capacity is determined through a series of 
forward capacity auctions conducted by a Regional 
Transmission Organization (RTO), which coordinates 
power generation and transmission and transmission 
within a region and is responsible for grid operations 
and electric reliability. In Ohio, the RTO is PJM 
Interconnection (PJM). Customers pay for this via their 
generation supplier.

In general, constrained generation supplies drive 
auction prices up, which in turn signals the need to 
build new generation assets (or reduce demand). On 
the other hand, an excess of generation typically drives 
auction prices down, discouraging the construction of 
new power plants.

33 N. High Street, 6th Floor, Columbus, OH 43215-3076 • (800) 662-4463 • www.ohiomfg.com • oma@ohiomfg.com March 2017

COMPETITIVE MARKETS FOR ELECTRICITY DELIVER $3 BILLION 
A YEAR IN SAVINGS TO OHIO ELECTRICITY CONSUMERS


