
The Electric Utility Death Spiral 

Mark Twain was famously quoted to say, “The report of my death was highly exaggerated.”  Well it turns 

out he never really said it quite that way. Doesn’t matter. This quote reminds me of the folks that are 

reporting that the electric utility business, particularly, the distribution business is approaching it’s 

death.  I believe that their death, like Mark Twain’s reported death is highly exaggerated.  

The electric utility death spiral goes like this.   

Customers in the US install solar panels to beat the band. In most places, customers can sell their excess 

electricity to the utilities at the same price as they buy electricity from the utilities.  Does this seem fair?  

This controversial practice is called net metering. At the same time, the utilities have to continue to 

support what is in effect an aging infrastructure. They also have to supply power to customers when the 

sun doesn’t shine.  That means that the cost of delivering the power continues to rise or at least stay the 

same. But the utilities’ revenues go down, since customers’ electric needs are a lot lower. Since electric 

companies are regulated monopolies, they can’t raise their prices.  They must go to the state public 

utility commission to get a rate increase.  They can make a strong case.  Revenues are down, costs are 

up. Since they are guaranteed a rate of return on their investment, regulators are apt to grant the 

utilities rate increases.  The problem is though, that the rate increases hurt the people without solar. 

What do they do?  They install solar.  Over time, the population of people without solar shrinks, utility 

revenues shrink, costs rise or stay same, they raise rates again, more people move to solar, revenue 

shrinks, cost rise – you get the point – that’s the death spiral.   

Add to that those pesky people at Tesla who sell big household.  So instead of people having to rely on 

the utility when the sun doesn’t shine, they can simply install Tesla’s batteries along with their solar 

panels and guess what? They disconnect from the grid.  Maybe the gas companies might even jump on 

the bandwagon and install local natural gas generators to supplement the batteries and solar.  We might 

even see people installing local wind turbines, just for fun. 

Will that really happen?  No more grid?  Everyone has their own personal energy system?  Does this 

remind you of anything?   

Remember big mainframe computers?  Then along came PC’s.  Everyone predicted the death of central 

computer (like centralized power generation).  While PC’s became enormously popular, they also had 

limitations.  As more demand was placed on them, they needed to be constantly upgraded.  They ran 

out of memory, broke down and left people stranded. The biggest change happened when people 

realized that there were not computing islands.  The PC’s had to talk to one another.  They needed to be 

connected.  Thus the internet became the equivalent of the main frame computer. Today, the notion of 

an independent PC is almost never an issue.  The cloud has replaced much of the computing power of 

the PC. Now the cloud is even more of a centralized system than the mainframes ever were.  

See the trend.  The computing industry started with localized central systems, then went to 

decentralized systems and is returning to global centralized systems.  The cloud allows users to expand 

their computing needs as the demands require.  To some extent, this centralize/decentralize cycle has 

ended up with a hybrid.  Local resources when your particular application requires it, but backed up by 

nearly infinite supply of computing resources when peak demands require. 



The move to microgrids is the power analogy of the computing industry hybrid approach. By definition a 

microgrid is an electric supply and distribution system that can provide all the power it needs to a small 

facility, a house or a college campus.  that we will see evolve over the next decade. A microgrid is in 

effect a power system that can stand alone when the situation requires it – perhaps during power 

failures or power curtailments, but is designed to be connected to the grid when it makes sense.  A 

microgrid neither is independent from the utility system nor totally dependent on the grid.  I can work 

on my PC during a power failure or internet failure and still be productive, but I can’t wait to connect 

back to a power supply and wifi connection to be able to share my work with others. I use the cloud at 

times, and sometimes I don’t.  I can’t even imagine it any other way. 

The distribution electric grid will evolve from the current one way delivery system to a two way power 

communication and collaboration platform. It will be a hybrid, centralized at time and decentralized at 

other times. The grid of tomorrow will be like the cloud of today only for power. It will migrate to a 

market system, able to buy and sell power at the lowest price to benefit consumers.  

Completely spliting from the grid could be a problem,  It would be like never having internet access.  

Let’s say you are planning big pool party at your house.  You hire a power hogging margarita machine 

and several blow up jumping jack houses for the kids.  You couldn’t never run all that stuff at once. You 

would never install that much capacity in your house.  What if you inverter dies? You might be without 

power for days, maybe weeks. Disconnecting from the grid means you have to be totally self-sufficient, 

having no flexibility to increase your power during those rare times you need it.  Let’s say the grid is 

having a power sale, when there is too much power, you could buy power dirt cheap and save it up for 

those times when you need it later for the big pool party.  

 In the new world, you arrange to buy supplemental power delivered over the grid for just the time you 

need it (like buying extra computing and storage capacity from the cloud). You have your own microgrid 

for normal days, maybe even sell excess power via a contract to a local aggregator at times and buy 

from the aggregator for the party. 

The distribution utility will be the energy equivalent of the internet – it will facilitate the energy market 

at a much lower level that happens today.  You pay for the connection to the grid, the services of the 

grid, not so much for the energy usage, like you do today. 

So what has this got to do with GIS?  A lot.  The grid will need to be much smarter.  The smart grid of 

today is really more about how to make the existing model of the grid more automated. The new grid of 

tomorrow will have to be a lot smarter. The grid of tomorrow will in effect be a grid of connected and 

disconnected microgrids, some producing, some not, some consuming. There will be a need for more 

sensors, more intelligence and a lot more monitoring. Remember the days of punched cards and time 

sharing services. Simple one-way communication.  The GIS will help the new grid operators and the 

brand new grid market participants figure out where things are, how the market is working and 

diagnose when things are trending in the wrong direction and take action.  

I say that the rumors of the death of the utility are dead wrong. Sure the grid will change dramatically. 

GIS will play a pivotal role in helping utilities make the migration.   In fact, as more and more of the 

transportation sector moves to electric, we will see an order of magnitude increase in electric usage. GIS 

will be there to figure out how to power the trains, planes and automobiles., And who knows, there 

might well be a breakthrough in central generation which renders distributed generation too expensive.  



GIS will play a key role in helping utilities figure out how to manage this new world of energy in every 

case. 

It’s going to be great. 

 


