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Critical Infrastructure Supply Chain Constraints 

The U.S. economy, including the electric power industry, has been impacted by supply chain constraints. 
Because the ability to provide reliable power to homes, businesses, and critical facilities is foundational for the 
country’s national security and economic advancement, prioritization of electric infrastructure and the electric 
power industry’s critical functions during this period of material shortages and delays is essential.  

Decreasing Supply and Increasing Demand for Distribution Transformers 

The electric power industry is experiencing shortages of distribution transformers, smart meters, conductor, 
poles, and other critical equipment. Supply of critical equipment and materials has decreased while demand 
continues to grow, widening the gap between what is available and what is needed.  
 
Decreasing Supply 

The COVID-19 pandemic has had a catastrophic impact on global manufacturing capabilities since 2020, 
causing supply chain constraints that have affected many industries, including electricity. Global labor shortages 
and limited supplies of raw materials have significantly extended lead times to procure new equipment. The 
historic damage caused by unusually strong hurricane seasons in 2020 and 2021, in addition to the recent 
impacts of Hurricanes Fiona and Ian, have left electric companies with depleted and low transformer inventories. 
Meanwhile, a shrinking pool of domestic manufacturers and new geopolitical and economic challenges affecting 
imports have resulted in manufacturing capacity that cannot meet the needs of the electric power industry.  
 
Increasing Demand 

Additional capacity to generate, transmit, and distribute electricity is needed to power new residential and 
commercial development, new manufacturing facilities, expanded electric vehicle charging capabilities, and 
other advanced technologies. Electric companies are investing heavily in clean energy technologies to meet 
carbon reduction and clean energy goals, and the Infrastructure Investment and Jobs Act (IIJA), the Inflation 
Reduction Act (IRA), and the CHIPS and Science Act provide new funding for even more critical infrastructure 
capital projects. Simultaneously, the industry is preparing for extreme weather events to be more frequent and 
more severe, often requiring more resource-intensive restoration. Consequently, the industry is entering a period 
of sustained growth as demand for critical energy grid equipment continues to increase.  
 
Distribution Transformer Shortages 

Distribution transformers are necessary for electric companies to expand capacity and restore service when 
existing infrastructure is damaged. In the spring of 2022, EEI conducted a survey of investor-owned electric 
companies to assess the urgency of critical equipment shortages. Seventy-five percent reported having lower 
inventories of either pad-mounted or pole-mounted distribution transformers this year than in 2018. Some 
companies reported having only half the number of distribution transformers that they had in 2018. Importantly, 
comparing the current availability of distribution transformers against availability in 2018 does not account for 
the added pressure of rising demand. In the summer of 2022, a survey conducted through the Electricity 
Subsector Coordinating Council (ESCC) found that 90 percent of investor-owned electric companies reported a 
“high” or “medium” risk of running out completely of at least one distribution transformer voltage class. With 
extraordinary lead times that have grown more than 400 percent since 2020, now taking 24 months or longer to 
procure new transformers, replenishing declining inventories has not been possible.  
 
Electric companies already are taking extraordinary measures to meet current demand with the limited supply of 
equipment that is available, including refurbishing older equipment. These are last-resort efforts to protect the 
safety of electric customers and sustain other sectors that depend on electricity.  
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In a summer 2022 survey of distribution transformer manufacturers conducted by the Department of Energy 
(DOE), manufacturers consistently reported that labor shortages were the most significant factor limiting the 
amount of distribution transformers that they could produce.  

Potential Impacts of Prolonged Shortages 

Critical equipment shortages can impact national security, challenge grid resilience and restoration capabilities, 
hinder economic growth and recovery, and slow the nation’s clean energy transition.  
 
The ability to respond to and recover from natural disasters is essential to protect the life and safety of customers 
who depend on electricity, as well as protecting the grid against heightened threats of malicious cyber and 
physical security attacks when the nation is most vulnerable. Depleted inventories of critical equipment and the 
inability to purchase new equipment raise concerns about the feasibility of responding to and recovering from 
another potentially catastrophic hurricane or wildfire in the near-term, even with robust mutual assistance and 
equipment sharing programs in place.  
 
Many new infrastructure projects, including projects that advance the industry’s clean energy objectives, have 
been delayed or canceled because supplies are not available. The ESCC found that 60 percent of investor-
owned electric companies have had to cancel or defer scheduled projects because of the distribution transformer 
shortage. With billions of dollars in clean energy investments planned, building new energy infrastructure on 
schedule is essential to meet the country’s clean energy goals. New energy infrastructure also provides power 
to new residential and commercial developments. Delayed or canceled projects can have a ripple effect on the 
economy, impacting development and economic growth across many sectors, not just energy. For example, a 
delay in providing electricity to a new residential development will impact the housing market in the affected area, 
the construction workers for the development, the water and telecommunications utilities, and business 
development in the surrounding region – each of which trigger a subsequent series of negative impacts. 
Additionally, demand for delayed projects is continuing to compound over time, creating a sharp spike in demand 
in the next few years that will be increasingly harder to solve for. 

Critical Partnerships Across the Sector 

U.S. electric companies are working together to understand the scope and urgency of the industry’s supply chain 
constraints and identify effective solutions. Supply chain leaders have come together to identify near-term and 
long-term solutions to this challenge. EEI has established a Chief Procurement Officers Executive Advisory 
Committee to provide strategic guidance and expertise on policy and operational issues. Additionally, investor-
owned electric companies, public power utilities, and electric cooperatives are coordinating through the ESCC 
to partner directly with the White House, the Department of Energy, and other federal agencies to ensure 
strategic alignment and unity of effort across the entire sector as we work to address supply chain threats.  

What can the federal government do to help alleviate the industry’s supply chain constraints? 

▪ Prioritize the electric power industry and critical electric equipment manufacturers for available 
federal resources. Funding made available through the IIJA, the IRA, the CHIPS and Science Act, and 
the Defense Production Act should be used to bolster domestic manufacturing capabilities for critical 
equipment, like distribution transformers. Financial incentives, loan and purchase guarantees, and labor 
subsidies can enable and encourage manufacturers to meet the industry’s demand. 

▪ Reduce barriers to entry for top-priority critical manufacturing jobs. Expanding the size of the 
labor pool for critical manufacturing jobs that do not require an advanced skillset can quickly increase 
domestic production capacity. Subsidizing wages, establishing paid relocation programs, and lowering 
the bar for workforce eligibility can draw more employees to urgently needed manufacturing jobs. 
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