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The European Regulators for Gas and Electricity Group (ERGER) published its Status Review 
seeking comments of interested stakeholders, September 2009 The European Federation of 
Public Service Trade Unions (EPSU) welcomes the consultation.  Please find attached a 
number of comments.  
EPSU would like to be involved in the development of the Guidelines of Good Practice on the 
regulatory aspects of smart metering. 
 
I. Cost-Benefit Analysis 
II.  Status Review is not complete 
III.  Recommendations  
 
I. Cost – Benefit Analysis 
The introduction of smart meters is part of the 3rd legislative package to open up the European 
electricity and gas markets for competition. Smart meters are an option to deal with energy 
efficiency (article 11). They are not an obligation .  
 
Member States governments may  make the introduction of smart meters subject to an 
economic assessment of the cost and benefits. If a Member State does not bother, they can 
be introduced without any reference to the costs an d potential benefits. That is not good 
governance. 
 
If they do an assessment this needs to be done before 3 September 2012. And if that 
assessment is positive Member States shall install smart meters in at least 80% of households 
by 2020. 
 
It is at least surprising to note that according to the status review not all Member States have 
done such a review when introducing smart meters, and that some governments have done a 
review only regarding the benefits. It also appears that the different cost-benefit analyses give 
different results and benefits. The Status Review is very sketchy with empirical data on the 
outcome of these reviews and does not compare costs and benefits of these reviews; not for the 
DSOs (in general responsible for the introduction) nor for different classes of users.  
This needs to be improved . 
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 Spanish study shows that smart metering for a consumption below 5.000.000 kWh is not 
economically reasonable and is inefficient in terms of costs 

 The Status review refers to a Swedish study. The way this is reported is not so clear, but 
indicates that costs would be 200 SEK per year or 230-250 SEK per year and savings 160-
170 SEK. The benefits for the costumer are said to be 70-100 SEK per year.  So the 
potential benefits appear very small at most.  

 
The Status Review indicates the argumentation for introducing smart meters but nowhere is this 
related to proven benefits, especially regarding energy efficiency benefits. The idea that 
customers can reduce load on peak days and pay less is solid. But that is already existing. Are 
the benefits of advanced meters compared with such measures  (shutting of air-conditioners 
etc) and their possible extension? 
 
A roll-out will have implications for the meters which normally do have a long lifespan and might 
not have been fully depreciated.  How are these costs accounted for? 
 
There is increasing pressure to introduce smart meters, but as argued it is not fully proven and 
might be expensive. We are surprised therefore that the Regulators argue as part of the Next 
Steps …”to ensure a sound future for smart-metering in Europe.” It is not at all the task of the 
regulators to ensure this – since when are the regulators to provide a market for the producers 
and installers of smart-meters?  The Regulators should show restraint and ensure that the 
costs are not borne by domestic households.  
 
Also the additional costs to consumers of ensure that smart meters do deliver need to be taken 
into account.” If smart meters are to work, utilities must be able to get consumers to interact with 
them and become proactive by investing in the various gadgets that allow their utilities to talk to 
them. It also means learning how electricity is produced and priced and then working with their 
providers to curb usage. Toward that end, utilities and policymakers have a lot of consumer 
education ahead of them. “What are the costs of this, the long term programmes etc. We note 
here that still many users do not switch to the lowest cost providers.  
 
Sometimes smart meters are confused with smart grids. Smart grids imply technology that is 
able to analyze electricity flow, for example, can increase reliability and diminish volatility by 
allowing utilities to pinpoint overloaded transformers and therefore avoid power outages. This 
makes a lot of sense to allow better management and savings on large amounts of electricity.  
EPSU is concerned that the costs for domestic users  (and for DSOs equipping 
households with a smart meter) might be higher than  the potential benefits and that the 
benefits have not been demonstrated sufficiently.  
 
II. The analysis of the Status Review is not comple te 
EPSU represents the workers in the electricity and gas industry among others. Our members 
understand the importance to the economy of a well-functioning and modern electricity and gas 
system that contributes to sustainable growth and development and with affordable prices for 
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citizens and business. The economic, social and environmental dimensions need to be 
considered together. 
 
We notice that the social dimension is not considered in the Status Review and the 
environmental (energy efficiency) dimension scantly.  
 

 The Status Review does not provide an indication of how smart meters would affect 
vulnerable users and what their effect would be on dealing with fuel poverty. The risk is 
very apparent that vulnerable users (poor, sick, old…) might disconnect themselves (see 
annex 1). These problems are not addressed. But there is further no indication if the use of 
smart meters would have any benefits at all for this group of users. Follow up work of the 
regulators should cover this aspect in far more det ail. This should be discussed with  
anti-poverty organizations such as EAPN. 

 
 The Status Review does not consider the impact on jobs and working conditions from 

introducing smart meters.These impacts can be positive: need for more engineers and 
technicians installing the meters (- a short term phenomenon?) and more IT and data 
specialists for example, or a loss of jobs (traditional meter readers and head office staff). 
Some reports indicate that this could have a negative effect of 3-4% or more, leading to a 
loss of jobs of around 30-50.000 EU wide.  A trend that the report does notice is that many 
DSOs outsource meter-reading and the installing of the meters. Some reports indicate that 
this has lead to companies entering the market with less qualified staff then needed causing 
either problems with users or faulty installations and (health and safety) related accidents. 
The regulators should provide an overview of this i mpact and how this has been 
analysed and addressed in the Member States. In the  case of outsourcing the 
regulators should provide an overview of the licens ing arrangements that ensure that 
the DSOs either have qualified staff or ensure cont ractors apply collective 
agreements and have sufficient and qualified staff to deal with the new technology.  

 
And while some will argue that these are social aspects and not economic ones, hiring and 
training or dealing with the dismissal of staff have economic consequences for the companies, 
workers and their families and overall society that can and should not be dismissed.  
 
III. Recommendations 
EPSU is not opposed to the introduction of smart meters. We recognize that smart meters have 
the potential to save electricity and gas for large and medium size users. Smart Grid 
Technology might likewise have positive effects. 
As regards smart meters we have some concerns: 
 

 The benefits for small and domestic users are less clear compared with the costs as the 
status review clearly demonstrates. More comparative research is needed and especially 
why in some cases such analyses come to different results. The regulators should do more 
work on this and governments should be required to do a cost-benefit analysis of the 
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introduction of smart meters. Such overviews should include the advantage or not of smart 
meters over other (and already) existing measures. Issues of depreciation and costs for 
additional gadgets to make the most use of the technology should be taken into account. 

 
 Further work of the regulators on the introduction should include the socio-economic 

dimension of: 
o Impact on vulnerable users. Will they really benefit or is the risk of disconnection high; 
o Impact on the workers in the DSOs, meter reading, data review, installations and other 

companies is to be taken into account.  
 

 The review should do more work on the licensing arranegements to ensure contractors have 
a sufficient and highly skilled workforce respecting social and tax legislation as well as 
collective agreements. A comparative overview is required.  

 
 There are still several problems that have not been solved:  privacy issues, technology 

standards plus the above, which should make regulators behave in a restraint manner to 
prevent costs are borne by the users. 
 

EPSU recommends that the introduction of smart mete rs should in all cases be subject 
to a cost-benefit analysis. Distribution System ope rators (DSOs), trade unions, consumer 
and other interested stakeholders should be involve d in the preparation and evaluation 
of the analysis. This will ensure that the differen t aspects can be properly taken into 
account. EPSU is open to be involved in the develop ment of the Guidelines of Good 
practice on regulatory aspects of smart metering. 
 

 
EPSU is the European Federation of Public Service Unions. EPSU represents over 8 million workers in 
their 274 trade unions in all European countries. EPSU organizes workers in state administration and 

central, local and regional government, health and social services and the utilities (energy, water, waste). 
In the electricity and gas sector EPSU affiliated unions organise workers in all parts, including the 

distribution companies and auxiliary services. 
 

www.epsu.org 
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ANNEX 1 
 
Governments must do a Cost-Benefit Analysis 
A smart meter is an electronic meter that is continuously connected through some sort of 
broadband connection to a data processing centre which registers each consumer’s electricity 
consumption on a half hourly basis. This is claimed to be desirable because the price in the 
wholesale electricity market changes every 30 minutes. To charge the electricity retailers 
accurately for the power they buy from the market to sell to their consumers, it is necessary to 
know how much power the consumers supplied by each retail company actually consumes in 
that half hour. In the past, when electricity was a regional or national monopoly, this was not a 
problem as all consumers in a given region were supplied by the same company and to know 
how much in total these consumers used every 30 minutes just needed a meter on the wires 
going into the given region. Currently, in most places consumers’ meters are only read, at most, 
every 3 months and there is no way to know when during that 3 month period each kilowatt hour 
consumed in that 3 months has been used. As a result, the industry uses a complicated system 
of guess work, known as ‘profiling’, which essentially assumes all household consumers have 
the same demand pattern. The profiles are used to allocate the three months’ consumption to 
each 30 minute period. Because in practice, meter s are generally only read annually, the whole 
process takes 15 months from the time of consumption until the bill the retailer must pay to the 
wholesale market is finalised. 
 
Smart meters also open the way for ‘time-of-day’ pricing so that the electricity tariff changes 
through the day, reflecting the changes in the wholesale electricity price. So when this is high, a 
signal can be transmitted instantly to every consumer showing that the price they pay for power 
is high. Consumers will see the high price and reduce their consumption saving them money 
and also making life easier for the electricity industry by smoothing out ‘spikes’ in demand which 
are expensive to meet. They can also schedule uses like clothes washing to start only when the 
electricity price is low. 
 
The problem of cost to consumers is not so much for the meters themselves, which are not 
much more expensive than existing spinning disk meters, but the huge extra volume of data that 
has to be processed and the cost of the data link from the meter to the central processing area. 
A smart meter costs about the same for an industrial user as for a household (house, 
apartment…).  The data in the review are sketchy and confirm the need for a skeptical view. 
 

 Spanish study shows that smart metering for a consumption below 5.000.000 kWh is not 
economically reasonable and is inefficient in terms of costs 

 
 The Status review refers to a Swedish study. The way this is reported is not so clear, but 

indicates that costs would be 200 SEK per year or 230-250 SEK per year and savings 160-
170 SEK. The benefits for the costumer are said to be 70-100 SEK per year.  So the 
potential benefits appear very small at most.  
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The main advantages of ‘smart meters’, as portrayed to the public, are that they can be read 
remotely, avoiding estimated bills and the need to make appointments for meters to be read and 
ensuring bills are accurate. There is also publicity for hand-held devices that allow consumers to 
see how much power is being used at any one time and how much power a given appliance is 
using. However, neither of these benefits requires smart meters. ‘Dumb’ meters could be 
equipped with radio transmitters so that a meter reader could stand at the top of a street and 
collect all the meter readings from that street in seconds. Hand-held devices, which would 
quickly pall once their novelty value wore off, also do not need a smart meter. 
 
This leaves ‘time-of-day’ pricing as the major potential benefit to consumers of smart meters. 
There are two practical problems. First, governments have spent the last decade persuading us 
that we should switch electricity supplier frequently to ensure we are with the company offering 
the lowest prices. Whether this was a choice anyone really wanted is debateable. The costs 
were high to set up the system - £840 million was charged to small consumers over the first 7 
years in the UK for example -  and the operating costs are still probably high. Choosing the 
cheapest supplier was also not easy, because all a consumer knows is what the company 
charged last week, not next week. So consumers often switched to the cheapest supplier only to 
find that by the time the switch had been completed, their new supplier had put their prices up. 
However, there is at least the reference point of last week’s price. How can you choose between 
suppliers when you have no idea what they will charge? 
 
The other practical problem is that time-of-day pricing needs a credible wholesale market price. 
But overall power is bought and sold outside the visible market at prices that have no 
relationship to the published wholesale price. Most power is generated by electricity retailers’ 
own power stations. With so little power going through the open market, it would be very easy to 
manipulate the wholesale price upwards inflating profits at the expense of small consumers. 
 
However, even if there were no issues of cost, choosing supplier and credibility of the wholesale 
market, the social risk would be unacceptable. Picture a family sitting down in front of the 
television while their evening meal is being cooked. The ‘smart meter’ tells them the price of 
electricity is 20eurocent/kWh, instead of the normal 10eurocent/kWh. How many families would 
go hungry and turn off their favourite ‘soap’? If the price was 50eurocent-1Euro, they might think 
harder. So to have an impact on demand sufficient to deal with the price spikes, price changes 
would have to be large. But these price spikes would be most likely on a cold evening in the 
middle of winter. What would a vulnerable pensioner on a limited income do to their heating and 
cooking demands if he or she saw that the price of electricity was 1Euro/kWh? If the shock did 
not kill them, the hypothermia that would result when they turned off their heating and did not 
cook a meal would. 
 
To make the case for smart meters, governments must present clearly an analysis of what the 
costs and the benefits would be, with clear guarantees that if the cost of bringing in and 
operating smart meters does overrun, it will be the electricity companies that pay out of their 
profits, not consumers. Time-of-day pricing must be banned and any price signals transmitted to 
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consumers must be for information only and have no impact on the price consumers actually 
pay. 
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ANNEX 2 What does the Directive say on the introduc tion of smart meters ? 
 

 Assessment of cost benefits needs to be carried out,at the lastest by 3 September 2012, if 
governments decide to do so..  

 
 Only if assessement is positive do smart meters need to installed. 

 
DIRECTIVE 2009/72/EC OF THE EUROPEAN PARLIAMENT AND  OF THE COUNCIL 
of 13 July 2009  concerning common rules for the in ternal market in electricity and 
repealing Directive 2003/54/EC  
 
Article 11.  

 In order to promote energy efficiency, Member States or,where a Member State has so 
provided, the regulatory authority shall strongly recommend that electricity undertakings 
optimize the use of electricity, for example by providing energy management services, 
developing innovative pricing formulas, or introducing intelligent metering systems or smart 
grids, where appropriate 

  
Annex 1  Measures on Consumer Protection  
 
Article 2 

 The implementation of those metering systems may be subject to an economic assessment 
of all the long-term costs and benefits to the market and the individual consumer or which 
form of intelligent metering is economically reasonable and cost-effective and which 
timeframe is feasible for their distribution.  

 
 Such assessment shall take place by 3 September 2012.  

 
 Subject to that assessment, Member States or any competent authority they designate shall 

prepare a timetable with a target of up to 10 years for the implementation of intelligent 
metering systems. Where roll-out of smart meters is assessed positively, at least 80 % of 
consumers shall be equipped with intelligent metering systems by 2020. The Member 
States, or any competent authority they designate, shall ensure the interoperability of those 
metering systems to be implemented within their territories and shall have due regard to the 
use of appropriate standards and best practice and the importance of the development of 
the internal market in electricity 

 

 


