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Summary 
 
This paper examines trends in electricity affordability in Tennessee 
relative to similar states in the South. Affordability is measured by 
the median household’s electricity burden, or the share of its 
annual income spent on electricity. Despite relatively sharp 
increases in prices since 2020, the average electricity burden across 
the comparison states has fallen since 2010 because household 
incomes have been rising. Specifically, the average burden across 
comparison states fell from 3.4 percent in 2010 to 2.6 percent in 
2024. The electricity burden for Tennessee fell by one percentage 
point over the period and the median Tennessee household spent 
2.6 percent of its income on electricity in 2024. Using standard 
thresholds, about 17 percent of Tennessee households were either 
highly or severely burdened by their electricity spending. 
 
 
* The findings and conclusions of this paper are the author’s alone and do not 
necessarily represent those of EPB. 
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Introduction 

Affordability remains a top concern for American households, with a recent Gallup poll showing inflation 

and high prices being the top financial concern. In the same survey, energy concerns jumped 10 percentage 

points from just 3 percent in 2025, to 13 percent in 2026. Concern about energy costs is now on par with 

the financial strain of owning or renting a home.i This paper looks at trends in the affordability of electricity, 

as electric power serves as a primary source of home energy, in Tennessee relative to states with similar 

energy-use profiles. 

Much of the concern about affordability is due to recent increases in energy prices. Figure 1 shows how the 

average price of electricity in the United States rose by nearly 40 percent between 2020 and 2025. Electricity 

prices had tended to rise along with inflation, but a combination of increasing demand and the costs of 

upgrading the aging infrastructure have 

ended that link. Price is only one 

consideration when assessing affordability, 

however, because rising incomes can make 

up for price increases. The analysis below 

uses the U.S. Department of Energy’s 

(DOE) measure of affordability, energy 

burden, which is defined as “the percentage of 

gross household income spent on energy costs.” 

Households with a burden above 6 percent 

are considered to carry high energy burden.ii  

Comparative State Household Energy Sources 

One challenge when analyzing and comparing energy burdens is that energy consumption patterns differ 

across regions of the US. Households use different combinations of fuel to power their homes, including 

electricity, natural gas, oil, etc. Each of these energy sources carries diverse costs. Electricity is the primary 

source of energy for most households in the southeastern region of the US, so electricity affordability is 

what drives energy affordability in those states. 

The burden of rising electricity prices depends on these widely different electricity consumption habits. For 

example, in Utah, the electricity burden in 2024 was just over 1 percent, one of the lowest in the nation. 
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Tennessee, on the other hand, has a burden of 2.6 percent. Electricity prices do not differ much between 

the two states, so differences in energy profiles explain most of the difference in electricity burden. Just 33 

percent of a Utah household’s energy profile is electricity, with natural gas making up the remaining 67 

percent. In Tennessee, an average household’s profile includes 66.7 percent of electricity, drastically 

different from that of Utah.  

As shown by Figure 2, other Southeastern states also use a mix of electricity and natural gas, with a larger 

share of electricity usage. Like the Southeast, the states in the midcontinent and out West use a mix of 

electricity and natural gas. Moving toward the northeast, states rely more heavily on fuel oil and natural gas. 

Some northern states use significant amounts of propane. Comparisons of state electricity burdens over 

time are most useful between states with similar share of electricity consumption and median household 

income. The criteria for similarity are: 

1. States must be within 10 percentage points of the electricity consumption share seen in households 

in Tennessee (66.7 percent) 

2. States must be within $10,000 (+/-) of the state of Tennessee’s median household income in 2024 

($69,595)iii 

The criteria fit ten states concentrated in the south from Texas to Virginia. Mississippi ($56,447) is excluded 

due to lower income than other southern states, despite having similar consumption patterns. Florida is also 

excluded due to a larger reliance on electricity (94.2 percent). Figure 3 illustrates the average household’s 

shares of energy types across the 11 states in the analysis.  
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Calculating Electricity Burden 

Building on the DOE’s definition of energy burden, we define electricity burden as the percentage of 

median household income spent on electricity. Using data from the residential electricity consumption 

survey and the Census Bureau’s American Community Survey, we formulate electricity burden as follows: 

Electricity Burden (%) =
(
𝑆
𝑁) × 𝑃

𝐼
 

Where: 

• 𝑆= total monthly system sales (kWh)  

• 𝑃= electricity rate (¢/kWh)  

• 𝑁= customer count  

• 𝐼= average monthly household income ($)  

Application of the formula from 2010 to 2024 reveals a consistent downward trend between 2010 and 2024, 

despite the sharp rise in prices shown in Figure 1. Income growth has outpaced rate growth while the 

average kWh consumptions of households has fallen. Specifically, household incomes rose by 54 percent on 

average from 2010 to 2024 while the average rate increased by 41 percent. Combined with a 14.7 percent 

drop in average electricity consumption, there were often dramatic declines in electricity burden across the 

subject states.  
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Figure 4 shows the annual electricity burden for the 

11 states. The average electricity burden across 

states fell from 3.4 percent in 2010 to 2.6 percent in 

2024. Tennessee’s burden has historically exceeded 

the regional average, but since 2020 the state has 

been on par with or just below the regional average. 

As mentioned, another factor playing a role is 

decreased consumption stems from the use of more 

efficient appliances, changes in consumer behavior, 

and adoption of other energy sources, namely 

natural gas.  

While examination of household electric burden is 

beneficial on an annual basis, the reality is that costs 

fluctuate throughout the year based on demand 

variation, primarily driven by weather. Heating and 

cooling costs are drivers of higher monthly bills for 

households and alter the burden from the baseline 

annual estimation. To account for the variation in 

weather, or monthly consumption patterns, we 

examine the state of Tennessee by month over the 

study period 2010 – 2024.  

As shown in Figure 5, from 2010 to 2024, 

households in Tennessee consumed an average of 

1,229 kWh per month, with higher consumption 

during summer and winter months. Average 

monthly consumption has fallen from 1,393 kWh in 

2010 to 1,109 kWh in 2024 in the state. Regarding 

the burden of electricity costs on median 

households, since 2010, the average burden is 

estimated at 3.1 percent. The average burden has 

fallen 1 percent from 2010 to 2020, with the average 

3.6 3.6

3.3

3.4
3.6

3.4 3.3

3.0

3.2
3.0

2.7

2.7 2.7

2.4

2.6

2010 2012 2014 2016 2018 2020 2022 2024

Tennessee

Figure 4. State Electricity Burdens (%), 2010-24 

4.2

3.2

2010 2024

Alabama

3.3

2.6

2010 2024

Arkansas

3.1

2.3

2010 2024

Georgia

3.4

2.8

2010 2024

Louisiana

3.8

2.6

2010 2024

South Carolina

2.5
1.9

2010 2024

Virginia

3.1
2.6

2010 2024

Kentucky

3.3

2.4

2010 2024

North Carolina

3.4

2.6

2010 2024

Texas

3.3
3.1

2010 2024

West Virginia

Sources: EIA, Census, Author’s Calculations 



Electricity Affordability in Tennessee, 2010-24 

 
Center for Regional Economic Research, Gary W. Rollins College of Business      5  

 

burden estimated at 2.6 percent annually. On a monthly basis, burden peaked in August 2011, when the 

burden for median income household was just under 5 percent. In 2024, the burden peaked in July, but at 

just 3.3 percent.  

Electricity Burden Across the Income Distribution 

The analysis above calculates the electricity burden for households with the median household income in a 

state. Household electricity burden decreases with income because higher income households have greater 

ability to invest in more energy efficient appliances which would put downward pressure on their household 

energy demand. This is despite the fact that higher-income households might have additional appliances, 

electric vehicles, or recreational amenities, like below ground pools.  

Lower income households face other challenges as it relates to energy or electricity burden. They are more 

likely to be renters and, in some cases, may live in older homes that are less energy efficient. These 

households also do not have the income needed to invest in the most efficient technologies, so use more 

energy to produce the same amount of heating and cooling.  
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Figure 6 shows that these factors might result in an electricity burden that is very high for low-income 

households, even though it is well below the 6 percent threshold for the median household. In the figure, 

lower income households spend less on electricity, but the difference is not proportional to the income 

difference. Specifically, based on estimates found in academic literature, if one household has 10 percent less 

income than another, it will spend 2.6 percent less on electricity.iv  

As shown in Figure 6, a household with 

income of about $26,000 had an estimated 

electricity burden of 6 percent, the threshold 

for being highly or severely burdened. And a 

household with income of about $15,000 had 

an electricity burden of 10 percent, the 

threshold for severe burden. According to 

data from the Census Bureau, approximately 

17 percent of households in Tennessee had 

income below $26,000 in 2024 and would, therefore, have had a high or severe electricity burden.v Of these, 

more than half (just below 9 percent of the state’s households) would have been severely burdened.  

Additional State Actions to Address Energy Affordability  

On May 18th, 2026, the State of Tennessee passed the law H.B. 1847vi, identified as a cost shift prevention 

measure by the NC Clean Energy Technology Center.vii The bill requires that data center owners/operators 

in the state with demand peaks of 50 MW or more during the first three years of operation, cover the cost 

of infrastructure (transmission, substations, transformers, and other power supply resources) needed to 

serve the center. This includes both new and expanded data center operations. As a cost shift prevention 

measure the bill includes the requirement that utilities in the state do not increase residential customer rates 

due to the increase in demand related to the data center. This also includes a restriction on increasing the 

rates of other commercial and industrial ratepayers.  

Conclusion 

Energy affordability, and by relation electricity affordability, remains a top concern across the U.S. In the 

Southeast, reliance on electricity makes households more aware of shifts in electric costs with the impact 

more heavily felt among low-income households. In Tennessee, rising incomes have outpaced electric rate 
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increases, as households reduced their annual electricity consumption (see appendix tables). Pain points still 

exist during summer and winter months as household demand increases to account for heating and cooling 

needs. Nevertheless, by 2023 and 2024, the energy burden during these months were almost as low as they 

were during the least burdensome months of 2010. With the addition of new state laws aimed at limiting the 

potential cost shifts of data centers and continued growth in incomes, the region is in position to see these 

trends continue. 
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