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The introduction of a smart electrical grid has the potential 
to transform the power industry by giving electricity users 

leverage in their dealings with utility companies. Simply put, 
this advanced grid will use dynamic pricing and advanced usage 
measurement techniques to match the supply of electricity with 
demand and vice versa.  This 
new system is hoped to give 
consumers more control over 
their utility consumption and 
even profit from the resale 
of generated electricity. The 
system encompasses the entire 
electricity grid infrastructure, 
smart meters, appliances and 
consumption management 
software. The proposed smart 
grid system has the potential to empower consumers via the 
introduction of a two-way value chain. Electricity can be consumed 
and stored at off-peak times, and can then be sold back to the grid 
during peak hours. This creates a supply chain with multiple 
sources and uses. 

Smart grid is inevitable and its impacts will be felt across society. 
As smart grid is rolled out, there will be winners and losers. 
Initially, many of smart grid’s advertised benefits may not appear. 
Only businesses that capitalize on the inefficiencies of current 
technology and develop correct business models will sustain long-
term profits. 

Why is it Coming?
Smart grid is an attractive alternative to the world’s current 
electricity grid because it offers both environmental and economic 
benefits.

Greenhouse Gas (GHG) 
emissions are a global 
concern. UN initiatives and 
climate summits continually 
push governments to reduce 
target GHG emissions. 
Although Canada’s energy 
source is more sustainable 
than that of the U.S., emissions 
on a per capita basis are still 

higher due to inefficiencies in the dispersed power grid and cold 
winters. With the goal of emission reduction in mind, the Canadian 
government is slowly rolling out the smart grid initiative in various 
parts of the country.

These eco-friendly benefits serve to mask the underlying motivator 
– money. Smart grid is an ideal vehicle to support economic 
development. Electricity consumption is forecasted to double in the 
next 10 years, creating costs if new supply is not created.  The cost 
of outages, valued at $150 billion a year in the U.S., justifies the cost 
of implementing smart grid. Furthermore, commercial consumers 
(who account for more than 70% of energy consumption) support 

“Despite their seemingly increased 
power in the value chain, the smart grid 
will not significantly benefit residential 

consumers.”
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smart grid. The manufacturing industry, for instance, consumes 
enormous amounts of energy. These firms can reduce energy 
consumption and benefit from cheaper off-peak electricity by 
shifting production times and investing in energy-supplying 
devices, such as solar panels. Despite costly initial investments, 
these large-scale users can reap a decent return.

Effect on the Consumer 
Nothing is free. In the case 
of smart grid, the unlucky 
stakeholder is the residential 
consumer. Initial investments 
are hefty and returns are 
disappointing. Consumers 
will effectively pay for smart 
grid upgrades through higher 
energy prices. The Ontario 
government has announced 
that residential electricity 
rates will increase by 46% over the next 5 years – potentially adding 
$1,611 of annual electricity costs to the average consumer’s bill. 
Beyond rate hikes, residential consumers will also have to purchase 
and install smart meters at their own expense. Since the technology 
is fairly new, these $300 smart meters cost more to maintain than 
current meters and have a shorter useful life.

Residential consumers must also purchase smart appliances and 
applications to realize the promised benefits of smart grid. These 
appliances are expensive – unaffordable to most families – as they 
cost 1.5 times the price of regular appliances. These expensive 
appliances reduce electricity costs by a mere 1-3% per month, 
leading to a payback of three to seven years. Although electric 
vehicles offer more opportunity to leverage the smart grid, their 
hefty price-tags place them beyond the reach of the average 
consumer.

For consumers, smart grid has little benefit unless major changes 
to behaviour occur. Ten years from now, consumers need to reduce 
total electricity consumption by as much as 17% or peak time usage 
by 58% to pay the same bill. 

Despite their seemingly increased power in the value chain, the 
smart grid will not significantly benefit residential consumers. 
The investments required to fully reap the benefits of the grid 
are prohibitively high for the average consumer. Many of these 
investments require consumers to change their behaviour to 
receive the full benefits, something that people are reluctant to do. 
For these users, unlike certain businesses, the benefits of smart grid 
will not become tangible for many years. 

Businesses on the Road to Profitability 
There are many different types of businesses that stand to gain from 
a transition to smart grids, either through consumer or industrial 
channels.

Consumer electronics companies stand to gain from the opportunity 
to gather and analyze the data generated from the smart grid. For 
example, consumer data related to appliances and time of the day 

usage can help companies 
to organize marketing 
efforts and product mixes. 
Customized packages rather 
than mass market appeal 
will become more relevant in 
today’s information era. 

Software, hardware and IT 
companies stand to gain 
from the grid. New hardware 

requirements from its installation will include data storage, wireless 
towers and transmitters and microchips. Software will also be a big 
winner as complex algorithms will be required to monitor the two-
way flow of electricity. Software that can provide peace-of-mind 
by securing consumer data and protecting privacy will also be in 
high demand.

The appliance industry should expect huge growth. Retail prices for 
smart appliances should trend lower as companies invest heavily 
into research and development. If branded effectively, smart 
appliances may command much higher margins than traditional 
appliances. The new wave of smart appliances should also speed 
up the replacement of old machinery. 

How Can Businesses Capitalize?
To capitalize on the advent of the smart grid, businesses selling 
smart grid products should convince industrial users and 
consumers of the benefit of their technologies. Regardless of the 
business model, corporations must take the following actions 
before they can realize the benefits of smart grid:

1. Help consumers understand smart grid
2. Convince consumers to invest long term in the smart grid
3. Decrease the sticker shock of any purchases
4. Show tangible results early on
5. Increase convenience and ease of use
6. Capitalize on energy consumption data

Consumers must first be educated on the benefits that smart grid 
presents. Smart grid is a naturally complex subject and consumers 
are very reluctant to purchase something they do not understand. 

“These expensive appliances reduce 
electricity costs by a mere 1-3% per 

month, leading to a payback of three to 
seven years.”
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Although there are opportunities for customer value, such as 
rate arbitrage, the opportunities cannot come to fruition without 
education. The ElectroSave is an example venture whose success 
depends on consumer knowledge to succeed. By educating 
consumers about the potential advantages of the new grid, they 
can convince consumers to invest in the grid for the long run, 
creating captive consumers.

Since consumers dislike large investments, decreasing the ‘sticker 
shock’ of devices is an essential portion of switching them to smart 
grid based products. This transition can also be eased by showing 
‘quick wins’ – early tangible savings to consumers that they can 
visualize at the time of purchase.  Consumer willingness to pay can 
also be increased by creating automated products that require little 
additional time or work investment.  

Certain businesses can also use the data generated through smart 
grid use to design new products and services. The companies that 

Additional electricty costs to consumers 
due to Smart Grid upgrades
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To breakeven over five years, users would have to 
reduce total electricity consuption by 17%, or 

reduce peak usage by 58%

best take advantage of these opportunities stand to be leaders in 
new industries. 

Who Wins?
Smart grid will permanently change the face of energy distribution. 
Immense value is created for many energy-intensive businesses 
that can now more effectively manage their energy consumption. 
Consumers on the other hand, stand to lose in the short run if 
they do not alter their behaviour significantly. Any major shift in a 
market dynamic creates voids in which value can be captured and 
the market that smart grid creates is no exception. Opportunities 
range from new strategies on the part of major corporations to new 
and interesting entrepreneurial ventures. Although the transition 
to smart grid will not be smooth, forward thinking businesses 
stand to gain.

Smart Grid

ElectroSave aims to fulfill the smart grid industry 
key success factors. It is like a cellphone provider for 
home electricity. ElectroSave will make the initial 
investment into electric energy storage devices such 
as appliances, Electric Vehicles and batteries. 

In exchange for using these products, consumers will 
rent these devices on fixed contracts. Arbitraging the 
rates, the devices are programmed to consume and 
store energy from the grid during off-peak hours and 
feed electricity back to the grid during peak hours. The 
electricity savings will be split between ElectroSave in 
the form of rent and the consumers as a reduction in 
their bills.

Unlike other solutions, ElectroSave offers cost savings 
without changing consumer behaviour. ElectroSave 
also reduces sticker shock because consumers can rent 
the devices rather than paying for the full investment. 


