Energy Retailers’ Perspective on the
Deployment of Smart Grids in
Europe
The Smart Grid is only a platform for a Smart Energy Ecosystem, in which
Customers play the first violin.
Reflections on a complex Multi-Party energy issue.
Disclaimer:
This document should not be used for any other purpose except to help to determine a common position
among individual experts in the European energy markets.
This document is for information purposes only and does not bind any of the contributors, or the
organizations they are affiliated to, to any statement incorporated. No one is liable for errors or omissions in
this document.
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Abstract
In deregulated energy markets, customers and their main contact point energy retailers have a
unique opportunity, technologically as well as economically, to advance the efficient development of
the smart grid throughout Europe’s competitive energy markets. This White Paper details the
various aspects of the retailers’ position and the part Retailers can effectively play in the central
functionalities enabled by the smart grid - through cooperation with consumers and grid managers
(DSO), providing the passage to the wholesale market.

Figure 1.Simplified representation of the position of the Energy Retailer / Supplier in a Deregulated
energy market (Source: SAP)
The whole energy value chain will become bi-directional when decentralised generation starts to be
deployed on a large scale. This will have a critical impact on the way grids are managed, since not
only grid managers but also other parties have a large stake and interest in that. For eventual
success, a clear regulatory framework in which all market actors – from generation to consumption
– can play their full part, is required. Basing this framework on the interests of one or the other
party can therefore substantially risk the efficient development of the smart grids or even the
complete development of the smart grids. This multi-party ecosystem will require a balanced
industry perspective, to fully exploit the potential of each member of this value chain, in order to
motivate the necessary engagement by end-consumers to ensure success.
Major changes in an emerging energy landscape, with new technologies already available or soon
expected on the market, will open up new possibilities within the retailer/consumer relationship.
These include programmes involving demand response, consumer feedback, energy efficiency
advice, tariffs for electric vehicles etc. The immerging programmes begun by energy retailers and
others need to be recognised and actively supported, in order to ensure smart grid rollout benefits
consumers rather than only adding to the cost of their electricity. This will help to ensure both the
growth of European industry through smart grid development and rollout while at the same time
guarding the interests of European consumers.
Existing energy industry models will change. New parties and roles (like aggregators and energy
service providers) will enter the market with new business models and propositions. New processes
and interactions between new and existing parties will be defined and new types and uses of data
will be introduced. This leads to additional issues of interoperability, ownership, privacy, security,
quality assurance, and performance of the data exchange.
All these roles act in a smart energy ecosystem, in which a balance between various objectives needs
to be established in the economic terms, taking grid limitations and the delicate balance between
demand and supply into account. It places customers at the heart of the smart grid, where the other
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parties co-operate to ensure the energy market functions efficiently, environmental goals are met,
and security of supply is ensured.
In the smart energy ecosystem open competition should be fully enabled for energy retailers.
Competition is possibly the best way to promote energy efficiency. In a true free market, retailers
will develop customer oriented programmes and offerings, providing economic benefits and energy
savings. Information availability and customer segmentation are fundamental to meeting customers
and market requirements. Energy efficiency is by far the greatest opportunity for retailers in the
current energy market with margins under pressure, and those who approach it in the most effective
way will have a significant competitive advantage.
The main driver for the successful uptake of smart meters is consumer confidence, satisfaction and
engagement with the new technology, including usability. With smart meters and smart grids new
opportunities appear for EU citizens, but as with any new technology, increasingly sophisticated
functionality can result in unintended consequences. In this document we elaborate on the
consumer’s perspective on smart meters and smart grids. It is emphasized that it is essential to keep
the consumer interest in the forefront and to learn from lessons in EU Member States and around
the world, incorporating these experiences into guidance materials at EU and Member State level as
appropriate.
Additionally, in this document key topics of interest associated to the deployment of smart grids are
also developed:
Insights into the impact of micro generation on consumers and their behaviour as well as
on the grid. The introduction of micro generation must be accompanied by the introduction
of new technologies like active demand response on smart grid appliances and new product
offerings and aggregation techniques aimed at optimizing the timing of the consumption in
order to align production and consumption.
Successful customer-oriented programmes need to bundle energy sources, technology, price
and service offerings that can attract different customer groups to energy efficiency
programmes offered. Many components are available for designing products in this area,
varying from energy advice websites to very sophisticated home energy management
programmes, including demand response initiatives and time-of-use tariffication. In this
paper we elaborate benefits, best practices and key requirements for the success of
customer-oriented programmes
Two customer oriented programmes that are under execution – practical examples - are
described and provide a good illustration of key aspects currently being tested by two
consortiums led by the European utilities EnBW and MVV.
Demand side management (DSM) provides a range of technical, organizational and
behavioural solutions to cut or decrease electricity consumption and shift demand in order
to bring it in line with more variable generation of electricity coming from renewable energy
sources, and thus optimising the reduction of CO2-emissions. DSM is the implementation
of policies and measures which serve to control, influence and generally reduce electricity
demand while maintaining the balance with the available generation and optimizing the use
of the grid. Benefits, obstacles and the role of the energy retailer in relation to DSM are
described in detail
The need for collaboration between the different market participants is exhaustively
mentioned as a key success factor for the implementation of the smart grid concept.
Business collaboration means that having a clear framework of information exchange
between the multiple active parties is a fundamental precondition for the success of the
entire concept. Measuring, transmitting and processing data quickly and accurately is a
technical challenge in itself. In the smart energy ecosystem, it needs to be very clear to
whom the data belongs and how do we deal with issues of security and privacy in a much
more complex and high volume information sharing scenario.

© 2010 - EU WG3 on Demand and Metering from ETP SmartGrids

Page 6

The regulatory challenges in achieving the smart energy ecosystem concept are depicted in detail.
Regulators at national and European level are already giving consideration to certain key aspects concerning
regulation of network companies. However the implications of smart grids are much wider and are considered
in this White Paper.
It is up to the EU and its Member States to establish a regulatory framework in which the smart energy
ecosystem, depicted as a multi-party system with various interests and objectives, can evolve towards the
required state, in line with the goals set forward by the EU. However, energy retailers suggest some guiding
principles for the regulatory framework, which are outlined below.
Regulation should
Clearly distinguish smart grids from smart meters in terms of economic assessment (cost-benefitanalysis as proposed in the Third Energy Package)
Ensure that investment in smart grids and smart meters is efficient and not ‘gold plated’
Be conceived and developed within existing structures at national, regional and EU level
Identify and resolve regulatory barriers or disincentives for smart grid development
Recognize and trust industry to develop the necessary detail, within a high-level framework, rather
than requiring detailed ex ante regulation
Commit the necessary regulatory resources to support and help guide industry development
Recognize the importance of wide stakeholder involvement – not just consultation but participation
in joint industry platforms overseeing industry system design and development
Maintain the importance of non-discrimination with regard to the services available to system users
Give priority to ensuring maximum scope for retail differentiation and innovation in the services to
be made available
Maintain the principle of the supplier being the primary point of contact for the customer
Give retailers the customer-facing role in demand side management and demand response, with
intervention by network operators only in emergency situations.
Conclusions are presented regarding how we draw the crucial role of the consumers and the energy retailer in
a successful deployment and evolvement of the smart grid and energy ecosystem.
The conclusions that can be drawn for this White Paper are the following.
Nr.

CONCLUSIONS

1 Major changes in an emerging energy landscape, with new technologies already
available or soon expected on the market, will open up new possibilities within the
retailer-consumer relationship. The energy value chain will become bi-directional for
example with the introduction of micro-generation and energy efficiency focused
technologies. See section 1.2
2 If we want smart grid advantages to reach customers, and energy efficiency targets as
well as targets for the use of renewable energy source to be achieved, retailers are
essential. Energy retailers must be considered as the linking pin between customers,
who are at the heart of a smart grid / energy ecosystem when achieving the EU goals as
set forward. See sections (1.2 &) 2.1
3 Since the smart grid encompasses a multi-party ecosystem, with differing interests and
priorities among parties, initiatives and regulation while safeguarding the interests of
the stakeholders must maximize the potential of the entire value chain. If this does not
occur the tasks which must be performed by each party to achieve long term EU
objectives will either never develop or be hindered by regulatory barriers. See section
1.1 & 2.
4 The main driver for the successful uptake of smart meters is consumer confidence,
satisfaction and engagement. It is essential to keep the consumer interest at the
forefront and to learn lessons from other deployments. See section 2.2 & 2.4.
5 Developing successful customer oriented programmes that are aligned with the EU
© 2010 - EU WG3 on Demand and Metering from ETP SmartGrids

Page 7

Nr.

6

7

8

9

10

CONCLUSIONS

energy goals is primarily the responsibility and a key task of the Retailer. Retailers
need to align with the regulatory framework and where necessary with the smart grid
infrastructure providers and others. See section 1.2.
Growing data and information dependency requires drastically rethinking of smart
grid fundamentals – in that communication capabilities become as central as
hardware. We should create an information model to help identify information needs
and granularity. Industry systems will have to be overhauled and new interfaces
standardized. See section 2.6.
The retailer will evolve towards a customer-oriented demand side manager and energy
service provider. The customer is an active element of the smart grid. The combination
of Retailer and Customer therefore will be of crucial importance in achieving (EU and
Member States) energy targets. See section 2.8
A key challenge for demand side management and other customer-focused
programmes relates to standardization in the areas of technology and regulation. If
the EU is to achieve its set targets for energy, regulators and policy makers must
ensure that a solid, multi-party regulatory framework is established very quickly,
taking the various interests into account.
Major challenges include achieving interoperability and open, technology-independent
communication through standardisation of interfaces and communication and
agreeing on functionalities and common protocols in the area of technology, both
infrastructural and applications. The regulation, especially with regard to technology,
must however be open enough to allow for new technologies and the possibility of
diversification. See section 2.5.
Several successful pilot projects for smart grids and smart energy ecosystems are
executed and planned. The lessons learned from these pilots should be very seriously
taken into account. See section 2.8
Regulators should determine the regulatory framework that allows industry –
retailers, grid managers and other market participants – to develop the detail.
Regulators should monitor progress in the deployment of smart meters and smart
grids together with customer acceptance and uptake of the new potential. It is
important that they give priority to ensuring maximum scope for retail differentiation
and innovation in the services to be made available. See section 2.7.
Table 1. Conclusions regarding retailers' position and role in smart grids

We also recommend a way forward in ensuring that the conclusions drawn are taken into account within the
EU and the various – mainly grid management driven - bodies that are working on the depiction of the smart
grid.
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Figure 17. Proposed steps to take on our way forward
In summary, this paper describes issues perceived as critical by senior industry experts associated
with major European energy retailers, SAP and VaasaETT. Some of these issues might become
showstoppers as the energy markets continue to develop and the technologies associated to the
deployment of the concept of smart grids continue to quickly evolve as many pilots, prototypes and
projects are starting in different European countries.

ETP SmartGrids WG3 Demand and Metering:
Energy Retailers Stakeholders
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The authors of this White Paper trust that policy decision makers will find here detailed information
that will support the process of shaping policies to accelerate meeting the energy efficiency goals
stated by the EU as well as a description of important research projects that should be initiated to
further
investigate
on
critical
topics
mentioned
in
this
White
Paper.
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