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The SEDC supports the European Commission’s call for a reliable and transparent governance process, 
as a decisive tool to fulfil the Energy Union objectives. The SEDC also shares the view that “a 
transparent monitoring system needs to be put in place based on key indicators as well as on Member 
States' biannual reports concerning progress made on their national plans”1. Empowering energy 
consumers and linking wholesale and retail markets are among the main objectives of the Energy 
Union2, which can be achieved namely through Demand Response, self-generation and storage. The 
State of the Energy Union 2015 confirms that “When preparing these legislative proposals [linked to 
the market design reform], the Commission will put special emphasis on stimulating demand response 
participation as a means to increasing efficiency and flexibility in energy networks”. 

 

Europe needs to track Demand-Side Flexibility 

 

However, as of today, Demand-Side Flexibility3 lacks a clear objective and a consistent set of data at 

the EU level to assess its current state of development and monitor its evolution. When writing its 

report “Mapping Demand Response in Europe Today” that is focused on explicit4 Demand Response 

(i.e. Demand-Side Flexibility traded on energy markets), the SEDC has faced various challenges 

concerning the availability of data. In many cases data is not available or accessible. When provided, 

data it is often partial concerning only few markets.  

                                                      

1 Communication from the Commission, State of the Energy Union 2015, November 2015, p. 16 

2 Communication from the Commission, A Framework Strategy for a Resilient Energy Union with a Forward-Looking Climate 
Change Policy, February 2015. 

3 Including flexibility from loads, storage and other distributed resources. 

4 “In Explicit Demand Response schemes (sometimes called “incentive-based”) the aggregated demand side resources are 
traded in the wholesale, balancing, and capacity markets. Consumers receive direct payments to change their consumption 
(or generation) patterns upon request, triggered by, for example, activation of balancing energy, differences in electricity 
prices or a constraint on the network. (…).  
Implicit Demand Response (also sometimes called “price based”) refers to consumers choosing to be exposed to time-
varying electricity prices or time-varying network grid tariffs that reflect the value and cost of electricity and/or 
transportation in different time periods. They respond to wholesale market price variations or in some cases dynamic grid 
fees.” SEDC, Mapping Demand Response in Europe Today, 2015, p.8. 
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The development of a clear objective and a homogeneous set of indicators at EU level would be a 

decisive step for the development of demand-side flexibility in Europe. This would allow for a 

quantification of the current availability of activated Demand-side flexibility at the EU-28 level, the 

assessment of progress made in the exploitation of its potential against an objective, and allow for the 

benchmarking between Member-States. Such an assessment is essential also for the inclusion of 

demand-side flexibility in energy system adequacy assessments. 

 

The USA have already developed relevant indicators 
 

Since 2006, the US Federal Energy Regulatory Commission (FERC) has developed an “Assessment of 

Demand Response and Advanced Metering”. This document updated on a yearly basis gives an 

overview of the situation at the Federal level, through key indicators. The last available version5 gathers 

the following set of indicators:  

- Potential Peak Reduction (MW) from Retail Demand Response Programs; 

- Potential Peak Reduction (MW) from Retail Demand Response Programs by Region and 

Customer Class; 

- Potential Peak Reduction from U.S. ISO and RTO Demand Response Programs; 

- Customer Enrollment in Incentive-based Demand Response Programs; 

- Customer Enrollment in Time-based Demand Response Programs.  

These indicators are being monitored on a yearly basis and progress from one year to the other is 

mentioned. 

 

These indicators are relevant for the US system where Demand Response is mostly used as a peak 

capacity and where vertically integrated utilities can make direct use of retail programmes. 

 

The European Union needs to develop appropriate Demand-Side Flexibility 
indicators for its own electric system 
 
As of today, demand-side flexibility in Europe is used as explicit Demand Response traded on the 
balancing and energy markets as well as hedging or capacity mechanisms, or as a function of wholesale 
prices in dynamic pricing contracts (implicit Demand Response) with retailers. The two main tracks to 
assess and monitor the availability and development of demand-side could therefore include: 

 a monitoring of the capacity (MW) and energy (MWh) traded as explicit demand-side 
flexibility, 

 the number of customers who opted for hourly or quarter-hourly market pricing offers (so-
called “real-time pricing”). 

 
This second indicator could be completed with an estimation of loads sizes involved, e.g. the 
consumers connected capacity or - like in the US example - an indication on the type of consumers.  
 
A clear objective and a homogeneous set of indicators would be decisive tools for the fulfilment of the 
Energy Union’s objectives. 

                                                      
5 FERC, Assessment of Demand Response & Smart Metering, Staff report, December 2015, available at: 

http://www.ferc.gov/legal/staff-reports/2015/demand-response.pdf  

http://www.ferc.gov/legal/staff-reports/2015/demand-response.pdf

