
SECTION 5

DIVISION OF STRATEGIC PLANNING 

The Division of Strategic Planning (DSP): identifies and analyzes long-term industry trends and associated regulatory impacts and important regulatory, industry or organizational problems not addressed by CPUC industry divisions; watches for and anticipates changes in the economy that affect regulated industries; assesses the effect of emerging competition on regulatory responsibilities; proposes modifications to CPUC regulation; and analyzes and suggests improvement of CPUC internal organization to better serve the public. 

TWO TO THREE YEAR OUTLOOK
Over the last ten years, the Commission has engineered dramatic and fundamental modifications to its regulatory structure for many of the industries it regulates.  Like other state and federal regulatory bodies, it has sought improvements to its core functions of protecting consumers by replacing strict economic regulation with flexible market-oriented approaches.   

In the future, for telecommunications, transportation, water, electricity and natural gas, the Commission will continue to replace traditional “cost-of-service” regulatory systems in favor of vibrant competition and the disciplines of market forces.  California consumers will benefit from the lower prices and innovative services that result from competitive services. 

During this transition, the Division of Strategic Planning will identify opportunities for modifications to outdated or unnecessary regulatory approaches while at the same time enhancing the Commission’s commitment to protecting consumers and promoting safe and reliable service, especially for those products that retain monopoly characteristics.   The Division will also examine how the CPUC could better match its internal organizational change to keep pace with industry change.

1998 DIVISION OF STRATEGIC PLANNING OBJECTIVES

Objective A:   Examine and Analyze Trends in Regulated Industries 


The Division analysis of new and ongoing trends in the various regulated industries is much like a diagnostic procedure: staff looks for and attempts to identify early symptoms of changes and/or problems with industry policies or 

the Commission’s regulatory system. DSP’s independent status and position outside line divisions provides the opportunity for a different viewpoint and an analysis within a larger industry context than that afforded by staff with day-to-day regulatory responsibilities.   

The Division will provide independent analysis to Commissioners and staff on industry and regulatory events and identify, in advance, the need for modifications to the Commission’s policies, processes and internal organization.  During 1998, DSP will focus on gauging the effects of new federal and state regulatory mandates, and new CPUC processes and organizational changes.  The Division will assess the impact of competition on consumers, non-utility providers and the convergence of utility services.    

Strategy 1   Monitor industry and regulatory developments likely to affect Commission responsibilities by attending industry conferences,  reviewing trade and general press for industry trends and developments, speaking regularly with public utilities and public service commission staff in California and other states, and meeting with industry representatives.  DSP will report to Commissioners and staff on significant developments.    (Ongoing)

Strategy 2   Advise the Commission on options for regulatory change: Based on the information from Strategy 1, DSP plans to play a significant role in assisting Commissioners and management to assess changing circumstances in the industries they oversee, and to challenge the “conventional wisdom” that can impede sound policy-making in the public interest.

     (Ongoing)

Over the next year, our efforts under this objective will focus on the telecommunications and energy industries.  We will examine the water industry to see if there are any issues, problems, or concerns requiring DSP attention.  With respect to consumer protections for all utility industries, we will identify unresolved issues and concerns.  
Objective B:  Assist the Commission in Developing Regulatory Policies

Based on the efforts described in Objective A, the Division of Strategic Planning will work with Commissioners and management to identify opportunities for analysis and recommendations on important regulatory concerns during the year.  DSP’s efforts under this objective can be achieved in a variety of ways, such as writing industry reports, studies, and memos, and by 

providing advisory assistance to decision-makers in Commission proceedings. Our focus will largely be assisting Commission efforts to improve regulation by increasing opportunities for competition and market forces, where possible, we will also examine opportunities to refine and enhance the Commission’s fundamental role and responsibilities.    

Strategy
Natural Gas Regulation:    In its 1997 Business Plan, Commissioners directed the Division of Strategic Planning to report on the “long-term regulatory outlook for the natural gas industry and how regulation can be redesigned to respond to that outlook.”  After an analysis of trends in the natural gas industry and options for regulatory reform, DSP prepared a report for the Commission.  On January 21, 1998, the Commission opened a rulemaking proceeding (R. 98-01-011) to receive comments from the natural gas industry and its stakeholders on the report and its conclusions.  

The Division will assign one analyst full time and an additional analyst part-time to assist Commissioners and the ALJ to prepare a final Commission decision on natural gas regulatory reform by the conclusion of 1998.

DIVISION OF STRATEGIC PLANNING KEY PERFORMANCE INDICATORS   
DSP Key Performance Indicators will measure staff time allocated to general analyses of trends by industry (Objective A) as well as staff time on identified DSP projects (Objective B).  DSP will also monitor deadlines and milestones for projects.

RESOURCES

Staffing in PYs 

Objectives


           Authorized
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 Vacant

A -  Analyze Trends
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       2
                2

B -  Policy Analyses 


3

       2      
      1

Management and Overhead:

2

       2

      0

(Director, Secretary)

                   Totals                                 9                           6                 3

Addressing Resource Constraints

· For salary savings purposes, one of the Division’s vacancies must remain unfilled.

· The two remaining vacancies will be filled by new  hiring by the end of the fiscal year.  These analysts will be assigned to supplement efforts on the water study and on improving our understanding and familiarity with industry trends.
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