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Abstract 
 Many countries in South America have a longer experience in the deregulation process of the 
electricity market than for example European countries.  Chile, the leader in the restructuring 
of the electrical power sector in Latin America, started its deregulation process in 1978 with a 
new electricity law promulgated in 1982 (10 years ahead of the 1992 U.S Energy Policy Act 
to create unregulated market conditions in the U.S. electricity sector).  Then, Argentina 
followed by starting in 1991 with a deregulation process that produce a new law that was 
approved in 1992.  From there, several South American countries have followed, with Peru in 
1993, Bolivia in 1994, Colombia in 1994, and Brazil in 1996. 
 
 
Deregulation has been driven due to political reforms, global economical changes, bad 
business management practices, and poor regulations.  Specifically, changes have been a 
result of and or a mean for: 
 Political changes initiated by free-market ideas to reduce state control over the economy 

and increase the role of private sector to create market conditions where possible. 
 Governments to acquire financial liquidity by selling and privatizing the utilities to 

leverage foreign debts and fund political reforms. 
 Failure of the government to adequately manage electrical companies due to high 

corruption, poor infrastructure, inefficient operation. 
 Lack of public resource to finance required investments for development. 
 Increased dissatisfaction and pressure from industry and population in general due to poor 

product and service quality. 
 
The deregulation model use by the different South American countries are similar in that they 
brake the vertical integration between generation, transmission and distribution parts of the 
business using the following common components: 
 A regulated transmission and distribution system with a competition by comparison 

scheme in the distribution system and in the transmission  system an open access 
regulation with global allocation of network resources. 

 Competition at the generation level with a centralize pool generation dispatch based on a 
short term marginal costs. 

 Wholesale market deregulation, with unregulated prices for large costumers. 
 Penalties applied to estimulate better service and product quality by putting fines to the 

distribution, transmission, generating and also customers responsible for violating the P.Q. 
standards or norms. 

 



 

By attempting to reconcile both the private and the public interest in the expansion of system 
the South American countries have introduced two ideas with the first one being an indicative 
reference generating-transmission plan and the second one an economically adapted 
transmission system.   As an example the Peruvian 1992 legislation delimitates the definition 
of an "economically adapted system is that electrical system that where an equilibrium 
between energy offer and demand, seeking for reduced costs and maintaining quality of 
service." 
 
The result of this regulations have proven positive, in that how given the adequate economic 
signals they can stimulate enough private investment in distribution, generation and 
transmission to respond to high load growth demands and at the same time maintain a high 
product and service quality.  This has allowed the government to concentrate its initiatives 
and investments in other needy areas of the economy.  Furthermore, after a long period of 
private sector following the expansion system plan it is now departing from it in ways that 
exceed the ones indicated by the government such as bringing natural gas across the border 
from Argentina in the case of Chile and building new combined-cycle gas turbines.  These 
changes anticipate significant price reductions in electricity costs. 
 
It is important to mention the sweeping transformations that power quality norms have had in 
the energy electric sector by introducing the concept of penalties for no compliance.  The 
investments from the private sector to comply with new P.Q. norms in Argentina and Peru 
have been significantly high since now they are force to continuously monitor the network 
and report the results to the regulatory agency.  If the results are not within the limits the 
responsible party will be fine according to the already establish guidelines. This standard is 
very similar to the EN 50 160 power quality standard in Europe.  The residential and 
comercial customers have been very receptive and positive about the P.Q. norm because the 
benefits it has brought them, however, in the industrial sector there are some mixed feelings 
since some industries can also be penalized for injecting harmonics into the system or creating 
flicker.  The evolution of the P.Q. norm is underway and is proving to be a natural model for 
all the South American countries due to the proven results. 


