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Notes & Comments

BEARING| Bearing Down
gx% [9]1 Lessons Le_arned:
BeARING BPA Must Decide
ponpingt Not To Go It Alone

Bad economic news continues on all
DowN sides. Bill Virgin in his Seattfe P-I col-

umn last week asked what people in
Washington state were willing to contribute in the way
of new zoning and growth rules, worker taxes and
highway spending to keep Boeing from deciding to build
its new 7E7 airplane in Texas rather than Washington.
He should also have added the negative effect of high
power prices, a concern Boeing has discussed with
power supplier Snohomish PUD, among others,

The Oregonian on April 6 ran the following para-
graph under the headline, "Oregon jobs vanish:

'Roseburg Forest Products said Tuesday that it was
eliminating 450 jobs as it scaled back

of Washington and Oregon rank among the highest unem-
ployment rates in the country, Unfortunately, BPA has al-
ready increased rates to the point that they are a significant
drag on the economy in the Paciflc Northwest."

Moreover, as noted above, the
situation is in real danger of getting
worse. The key factor in current high
and uncompetitive power rates, and
to the dreadful prospects of even
higher rates, is Bonneville fiscal and
revenue policy. It has to be said at
the outset that Bonneville has been damaged severely by
the perfect storm disaster of 2000-2001 and low water.
But BPA is hardly alone in suffering such damage.

The power rate battle at issue here involves BPA,
customers of several kinds, business and industry, the
Northwest congressional delegation, agencies of gov-
ernment and resource interests, The situation is very
heated but not very instructive. What is happening re-
minds me of a passage in Joseph

plywood production at a plant in Dillard,

Conrad's novel, Heart of Darkness. On

Just south of Roseburg. On Wednesday, 'In the past, Bonneville his journey to the darkened Congo, the
Sony Disc Manufacturing announced the pPower Administration narrator sails by a French warship an-
closure of its 227-employee plant in was important for the chored off the coast of Africa, firing odd
Springfield. Monaco Coach Corp. said Northwest economy in cannon shots into the vast continent’s
Thurs'day that it will cut 450 jobs at its bart because It provided jungle.
glaavr:r;r:ﬂl(i:r?%]urgén}zl:gig?tu\rsg:¥éysig;e§?f cost-effective power. ~ Lots of policy ordnance is bein&lﬁreq
115 of 420 workers.” No longer.' into the jungles of this battle, but there is

no telling what paper rounds hit which

This is a smatl sample. If I were to try
to list all such bad economic news stories, this column
angd several following ones would be nothing but lists. In
summary, "The region is in the midst of the most severe
recession since the late 60's.” This quote is what
Longview Fibre CEO Richard Wollenberg wrote in a
letter to BPA CEQ Steve Wright. That company has
“implemented drastic measures to reduce cost” and “has
indefinitely shutdown three paper machines and reduced
employment by about 200, to approximately 1,250
hourly employees. We have also reduced the amount of
working capital through management of inventory and
our cost of supplies we procure,”

There are many reasons behind regional economic dis-
aster stories, but none more on point than high power costs
threatening to go even higher. Wollenberg puts it this way:
“In the past, Bonneville Power Administration was impor-
tant for the Northwest economy in part because it provided
cost-effective power. No longer.” He goes on, "The states

targeis—if any at all. The paper barrage continues un-
abated. Bonneville has prepared a "Lessons Learned" re-
port to the region I heard previewed at PNUCC by Paul
Norman in March and again last week in April. The report
deals with drought and power crisis effects, reducing BPA
share of risk, load obligation reduction, decision making,
secondary revenue reliance, cost management, constituent
initiatives and inequities, internal strategy improvement,
and better business systems and internal communication.

The finished report includes an action plan to deal
with these concerns, I told Paul I thought the preview
showed that BPA risk factors seemed to be playing an
overwhelming role in "Lessons Learned." I don't wish
to dismiss risk, but risk is invariably a judgment call
and can be a quick and easy cop-out. "We can’t do
that,” the rationale plays out, "because it's too risky for
us.” Too much reliance here on the first person where
"we" does not mean “all of us."

Continued on page 6
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Continued from page 4

T would have been more comfortable if I could
have expected that "Lessons Learned” might be as
sensitized to BPA's core mission as this statement
taken from the agency's Web site: "Because BPA
markets energy and transmission at cost, rather than at
market prices, it has traditionally provided some of
the lowest cost electricity in the nation. This low-cost
power has been a cornerstone of the Northwest econ-
omy, stimulating growth and new jobs."

What is happening to a Northwest economy cor-
nerstone? I have had much te do with BPA over the
years, and have high prefessional and personal regard
for people who work and have worked for the agency.
But I have to be candid here and say that the agency
in its colfective and institutional sense most often be-
comes self-focused and defensive. This situation com-
promises its primary public role of power service at a
cost to the region via wholesale utility and direct
service customers.

This defensive situation also means that BPA can-
not reduce its own costs because that action is at such
odds with protecting institutional BPA as a good-
place-to-work establishment. For most of its exis-
tence, being in the power business was stable enough
and did not threaten business as usual and job security
alt that much. But the power business is not business
as usual any more,

Regional utilities and private businesses know that
the economic situation is not business as usual and
have cut costs and employees. But Bonneville won't
bieed; the agency seems incapable of taking tough

reduction-in-force action no matter what public economic
interests might require. Its failure in that regard has
(to be blunt about it} damaged BPA's credibility with
many of its customers and with regional power-
sensitive businesses.

Once industries shut up shop because they can't
make a bottom line, there may never be motivation or
capital for restart. The jobs they provided will be gone
for good. And in many cases, gone offshore. That dam-
age can persist for years. But at this juncture, BPA does
not seem inclined to work at rolling back power rate in-
creases and helping reduce job losses.

What to de? Despite BPA's protracted processes
to collect "input” from all quarters, BPA still wants to
make final policy decisions in an internal closet, as it
has for decades. That guarantees that the agency’s
sense of its own interests will end up controlling the
process. But there are other and more open decision
models that can be put in place. These could get BPA
interests and those involved in working on hard eco-
nomic problems onto the same vector,

It would be hard to engineer the combination of fi-
nancial strategies such as Treasury payment flexibil-
ity and cost cutting that could make it possible to held
the line on rate increases. Hard, but not impossible,
So the controlling "lessons learned” question shoutd
not be, "What should Bonneville do?" It must be,
"Who should Bonneville work with to plan joint ac-
tions to make the best consensus deals for everyone in
these very bad times?" I have a list of whom to work
with, and I'd be happy to share the list with Steve
Wright [Cyrus Noé]i.)



