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Executive summary

Getting to net zero will require significant changes to the way households use
energy. If decarbonisation policies are successful, people will adopt electric
vehicles, heat pumps and other green technologies in much higher numbers,
pushing up demand for electricity and reducing demand for gas.

Meanwhile, as the power sector decarbonises, more electricity will come from
intermittent renewable sources, such as wind and solar. This means that balancing
energy supply and demand will become more complex. The ability to use energy
‘flexibly’ – to help avoid large peaks of demand, and encourage households to use
energy when it is available – will be increasingly important.

This has major implications for the retail energy market. In Great Britain, households
buy their energy from suppliers. This model is known as the ‘supplier hub’, as, from a
customer’s perspective, the energy supplier is their point of contact for nearly all
interactions with the energy market.

It is not clear that this is the best model to deliver the transition to a decarbonised
energy system. Under the current market framework, suppliers have limited
incentives to help customers use energy efficiently. The most straightforward way to
increase revenue is to sell more energy, and while some suppliers are positioning
themselves to help customers decarbonise their homes and reduce energy use,
others find it difficult to make this work commercially. This is compounded by other
consumer barriers – for example, heat pumps generally cost more than fossil fuel
alternatives, and some types of insulation are costly and disruptive to install.

Upgrading millions of homes with low-carbon technologies and other energy
efficiency improvements also requires high levels of consumer trust and
engagement, neither of which are currently strong in the energy retail market. Doing
it quickly requires planning and coordination across suppliers and other institutions,
such as distribution network operators (DNOs) and local authorities. Historically, this
has not been easy.

Many people across the sector believe that the market could operate differently,
but there is little consensus on how it should change.
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This report considers a range of potential models for a future retail energy market.
Our work focuses on how the market could interact with households and on the
delivery of electricity. We do not explore the energy market for businesses nor the
role that hydrogen might play in the future energy market.

When imagining what the future energy system will need to deliver, we had in mind
a point roughly 10 to 12 years in the future, when (we assume) renewables will
provide most generated electricity, electric vehicles will be widespread and heat
pumps will be mainstream. The transition to low-carbon heat and transport will be far
from complete, however, and the timescale for getting to net zero will be
increasingly short. In this imagined future, we assume that the energy market must
have three key objectives. It will need to:

● help consumers adopt low-carbon technologies, such as heat pumps at
scale, and incentivise energy to be used at home more flexibly

● protect vulnerable consumers and ensure that all customers have access to
at least one energy supplier

● enable innovation because there will continue to be obstacles and
opportunities that emerge during the transition to net zero, and a successful
energy market will need to respond to these as they arise.

In this report we present five broad models for possible retail market arrangements,
and discuss the extent to which these would deliver the objectives above. These
models, along with an outline of the status quo, are presented separately, but are
not mutually exclusive – elements of them could be combined or removed. They
are:

Business as usual: suppliers continue to act as the single link between customers (the
supplier hub model) and the wholesale energy market. Consumers continue to have
a single energy supplier, and energy suppliers are still obliged to offer a universal
service. Government and Ofgem incrementally adjust the regulatory framework to
try to speed up progress towards net zero while improving outcomes for consumers,
for example by introducing reforms that make it easier for suppliers to reward
customers for using less energy at peak times.

Model 1: loosening regulation to encourage more innovation: the supplier hub
model stays, and customers still have a relationship with a single supplier. However,
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regulations are changed to encourage and enable new types of suppliers to enter
the market, potentially with different licence conditions. For example, some suppliers
are not required to provide a universal service, which allows them to create
products and services that are tailored to specific customer groups. We start to see
new businesses offering combinations of low-carbon technologies, such as heat
pumps and batteries, bundled with specialist tariffs, without having to become a
traditional, licensed supplier or partner with an existing energy supplier to do so. We
might see well-known brands from other sectors starting to offer energy services.

Model 2: introducing a default supplier with a “no frills” service, and enabling other
suppliers to innovate: a new, ”default” energy supplier is created – potentially
publicly owned. It takes over the obligation to provide a universal service, and it
manages billing for monopoly activities on behalf of all domestic customers.
Customers can use the default supplier for everything, or they can choose to buy
energy (and other services, such as home energy management) from other
suppliers. If they do the latter, the default supplier either bills them directly for
monopoly activities, or settles this behind the scenes with their energy supplier. This
means that existing and new energy suppliers no longer have to manage billing for
monopoly activities, and can focus on offering more sophisticated, innovative
services and products. They can specialise to serve particular customer groups.

Model 3: introducing split metering in addition to a default supplier: as with model 2,
a default supplier is introduced, and customers can choose to use the default
supplier for everything. But those who opt to go elsewhere don’t have to limit
themselves to a single supplier – with split metering, they can have different suppliers
for different types of energy use. A household might choose a basic plan for general
electricity use around the house, with a flat rate for kWh usage, but additionally opt
for a time-of-use tariff from a different supplier for its heat pump and main electric
vehicle (EV).

Model 4: awarding franchises on a competitive basis: this model focuses on creating
longer-term relationships between suppliers and customers. Each local or regional
authority procures a single supplier – or franchisee – to deliver energy services to all
the customers in their geographical area, for a set period of time. From a customer’s
point of view, this removes supplier choice, but the franchise agreement incentivises
the awarded supplier to invest in helping customers to upgrade their homes and
manage their energy use effectively. We can imagine two variations of this model. In
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what we’ve called model 4A, the franchisee takes on responsibility for supplying
energy to customers and providing additional products and services, such as
installing low-carbon technologies. In model 4B, the franchisee is responsible for
these additional products and services only, and customers can still buy their energy
supply from other suppliers.

Model 5: turning electricity network operators into energy suppliers: under this model
the local electricity network company builds on its existing role in managing and
growing an efficient, decarbonised electricity network, becoming the energy
supplier for customers in its geographical area. It also takes on responsibility for rolling
out low-carbon technologies to homes. In practice, much of this work is outsourced
to specialist installers, so there is still room for a variety of different companies in the
market. As with model 4, it would be possible to vary this model, retaining a
competitive market for energy supply, and only giving the network company
responsibility for rolling out low-carbon technologies.

We do not recommend which of these models, if any, should be pursued, nor do we
explore the practicality of implementing them in any detail. Instead, the aim of this
report is to prompt a wider conversation about the long-term future of the energy
retail market and spark debate about the types of changes that could potentially
accelerate decarbonisation and better outcomes for consumers.

Our approach

This report asks the question: how could the electricity retail market be designed to
better support the delivery of net zero? Our goal is to present options, not
recommendations. Future phases of work could include more rigorous analysis and
modelling, which was not in scope here.

Our premise was that a successful energy market would be one that helps
consumers to cut carbon emissions by installing low-carbon technologies and using
energy flexibly and efficiently. To do this, we assumed that innovation would be
needed in products and business models. We assumed it was likely that the market
would need to provide services (such as support to manage demand, financing and
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installation of technology) as well as, or even instead of, selling energy to customers
by the kWh.

At the same time, the market would need to have appropriate levels of regulatory
oversight to protect customers (particularly vulnerable customers) and ensure that
energy is affordable. We assumed that future consumers would have varying
capabilities and motivation to engage with energy use and home decarbonisation;
retail market design would need to take this into account.

Figure 1 illustrates the steps we went through in delivering the project.

We first considered how the market currently operates with respect to net zero
aspirations. We then identified a broad range of potential options for a future retail
market that could address the barriers, then refined those options into models. We
qualitatively assessed these models against the objectives we set out for the future
energy retail market and considered their deliverability.

Figure 1. Overview of structured approach

We also looked at the experience of international electricity markets, although we
recognise that the British market is seen by many as one of the most competitive
and innovative markets globally. In order to learn from other regulated,
customer-facing industries, we consulted experts in the financial services and
telecoms sectors. While drawing on international and cross-sector learnings is
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important, we acknowledge the potential limitations in their applicability to the
British retail electricity market.

We tested our initial hypotheses and emerging thinking with a wide range of
stakeholders with diverse experience of the British electricity sector, including
suppliers, the regulator, civil servants, industry commentators, consumer groups,
academics and innovators. We grouped our refined hypotheses into a set of
models. We present the models to prompt thinking about potential retail sectoral
change and drive forward the conversation regarding what is needed from the
British retail electricity sector in the future.

The status quo and case for change

The British energy retail market today: a ‘supplier hub’ model

The current retail energy market is based around a ‘supplier hub’ model, where
licensed energy suppliers act as a single interface between customers and the other
parts of the sector.

Energy suppliers procure energy on wholesale markets to meet aggregate customer
needs, offer tariff choices to customers, provide metering and billing and respond to
customer enquiries. Suppliers also have a range of obligations that go beyond
buying and selling energy, including rolling out smart meters to customers, collecting
customer contributions for network costs, social and environmental policies and
passing them on, and managing the delivery of some of these schemes, such as the
Energy Company Obligation (ECO). During the energy price crisis in 2022, suppliers
played a key role in passing on energy bill support to customers. Many of these
activities are necessary for the electricity market to function, but they are also
monopoly activities over which the supplier has little control or influence.

Those looking to enter the British energy retail market have a range of options for
doing so, including applying for a full supply licence or partnering with licensed
suppliers. However, in practice there has been limited uptake of ‘alternative’ supply
options. Suppliers are subject to a Universal Service Obligation, meaning they have
to offer terms to all customers and cannot disconnect them at the end of a
contract.1
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While the supplier hub model is a fundamental part of the British energy sector, it is
not used everywhere internationally. The New York and Pennsylvania markets do not
require consumers to have a relationship with a supplier – instead, network operators
(DNOs) provide a default tariff. In California, the domestic energy market is centred
around regional networks which provide default tariffs, and consumers are only able
to access alternative tariffs by forming Community Choice Aggregators to procure
energy on their behalf. Many European markets retain a combined network
operator/supplier model.

The British energy market continues to evolve. There is significant work ongoing on
wider electricity system reforms, including the introduction of Market-wide Half Hourly
Settlement, which will use household half hourly meter readings to provide faster and
more accurate settlement (the system that reconciles differences between a
supplier's contractual purchases of electricity and the demand of its customers) for
suppliers, and aims to enable more sophisticated time-of-use tariffs for willing
customers. There may be further changes as a result of the government’s Review of
Electricity Market Arrangements (REMA), which is considering whether reforms, such
as introducing locational pricing (where wholesale prices vary to reflect the value of
electricity at different locations), could support the transition to a decarbonised,
cost-effective and secure electricity system.2 The UK Government has committed to
delivering a net zero power system by 2035, with the Labour party pledging to do so
even more quickly. In this report, we focus only on retail market arrangements, while
acknowledging that retailers are part of a wider energy market, which itself is
changing, potentially rapidly.

The net zero challenge and the role of energy retail

With homes and car use accounting for 16% and 13% of total emissions
respectively,3,4 the UK will not be able to reach its net zero goals without action from
households. Consumers will need to adopt new technologies such as electric
vehicles (EVs) and heat pumps, improve the thermal performance of their homes,
and change the way they use energy – for example, shifting energy use away from
times of peak demand.

Currently, this is not happening quickly enough. There were only 72,000 heat pump
installations in 2022, despite generous government subsidies5 – a long way off the
government’s target of 600,000 installations per year by 2028. In 2022, while 71% of
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properties with cavity walls had wall insulation, the same was true of only 9% of
properties with solid walls – and these figures had grown by just 1.5% per year across
both property types.6 While adoption is growing, EVs make up only 2%-3% of the
domestic vehicles on the road.7At the moment, many households appear not to
engage very actively with their energy use: in 2021, an estimated 7-13 million
customers had never even switched energy provider8 and fewer than half actively
monitored their energy use, even among those with a smart meter (although the
success of the Demand Flexibility Service, which compensated households and
businesses for reducing consumption at specific times when the system was stressed
over winter 2023-2024, suggests that it is possible to motivate households to take part
in demand shifting at scale).

“We need customers to engage more actively in energy use
than before, but we don't necessarily need everyone.”

Stakeholder interview

All this sits against a backdrop in which many households are struggling to pay their
energy bills and vulnerable consumers continue to miss out, with less access to
innovative tariffs and little chance of being able to afford investment in new
technologies.

There is, therefore, a significant opportunity for the customer-facing parts of the
electricity sector to support households in making the changes needed to reach net
zero. This could be by introducing new products and services tailored to different
homes, income levels and energy needs, and communicating with households
through channels that suit them.

Several of the stakeholders we spoke to said the retail sector was beginning to rise to
this challenge. They pointed out positive recent developments in the household
retail electricity market that are helping customers adopt low-carbon technologies,
reduce energy demand and/or use energy more flexibly. These include, for
example:
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● a greater range of time-of-use tariffs, which typically require a smart meter to
be installed, and incentivise customers to shift energy consumption to times of
the day when demand (and hence prices) are lower

● innovative trials and tariffs, such as those that allow suppliers to determine
when a customer’s EV is to be charged over a predetermined period and use
the EV as a storage battery within that period

● suppliers partnering with low-carbon technology providers to offer heat
pump, battery or solar panel installation alongside tariffs that incentivise
customers to use these technologies flexibly

● suppliers offering customers the opportunity to take up smart meter installation
as part of a targeted, local rollout (such as street by street)

● the National Grid’s Demand Flexibility Service enabling large numbers of
households to participate in demand reduction schemes and earn a rebate.

“Providing proper price signals and a route to market will help
to drive innovation.”

Stakeholder interview

However, many of the stakeholders we interviewed nevertheless felt that the market
is not currently designed in a way that supports households to decarbonise in the
timescales required. They cited several potential problems.

● Suppliers lack strong financial incentives to help customers reduce
consumption: although suppliers increasingly have social purpose obligations,
it is not clear that the current combination of financial incentives and licence
obligations provides an effective reward for suppliers to help their customers
to reduce consumption, for example through energy efficiency measures.

● There is relatively little differentiation in products and services to support
customers in the net zero journey: some stakeholders questioned the rationale
of a competitive market given that suppliers are largely selling the same
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products and services to customers, with little variation in price. However, they
also recognised that the energy price crisis, and subsequent policy and
regulatory decisions to protect consumers, temporarily limited suppliers’ ability
to offer targeted services, and that more variety in products and services
might emerge as market conditions improve.

● A focus on price competition has reduced other forms of competition – for
example, on customer service – and has damaged trust in suppliers: research
suggests that, across the market, consumers do not trust the energy sector: a
survey in 2023 found that 49% of respondents think that energy companies are
untrustworthy when considering whether they give customers a fair deal.9

Against this backdrop, suppliers may not be the best placed to support
customers to make investments in low-carbon technologies, or even to
change their energy use behaviour.

● Low margins act as a barrier to investment: Ofgem’s Default Tariff Cap is
calculated on an assumption that suppliers will make a 2.4% margin.10 This was
cited by some stakeholders as a risk to investment for more innovative players.

● Regulatory complexity limits large-scale innovation: Ofgem’s principal duty is
to protect consumers, and much of the market regulation in place was
developed with protection in mind (for example, measures addressing
mis-selling of tariffs, ending enforced prepayment meter installation and
reducing the risk of supplier financial failure). The level of regulation in the
market has increased since 31 energy companies ceased trading between
early 2021 and 2023.11 Stakeholders argued that the overall regulatory burden
presents barriers to innovative new entrants. For example, companies
primarily seeking to provide energy efficiency services, such as ‘behind the
meter’ flexibility, may need to become, or partner with, licensed energy
suppliers to access the market. Compliance with licence conditions entails
high upfront costs, the need for access to significant capital to cover against
potential losses, and the requirement to supply any consumer in the British
market. This may make business models impractical.

● Data is fragmented and hard to access, making it more difficult to offer
targeted products and services at scale: the energy sector has arguably
lagged behind other sectors, such as finance, in the way it has harnessed and
used data. The Energy Data Taskforce highlighted challenges with data gaps,
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limited access, poor data discoverability and poor quality data, among
others.12 The UK Government and Ofgem are taking steps to improve this – for
example, Ofgem has recently consulted on ways to give consumers the
ability to share data securely with market participants13 – but there’s still some
way to go to meet the Energy Digitalisation Taskforce’s vision that “new
business entrants can tailor and shape new propositions to a wide and varied
range of options designed around customer products as well as commodity
needs”.14

● The market doesn’t incentivise customers to change their behaviours or adopt
low-carbon technologies. For example, environmental and social levies fall
mainly on electricity bills, meaning that these may reduce the gains from
switching from gas to electricity, despite reducing their carbon emissions. The
incentives for customers to export energy to the grid are not consistent – if a
consumer provides electricity from their low-carbon technology, their supplier
only needs to offer a price above zero for the electricity (although a
consumer can export via a different supplier who may offer a more attractive
tariff).15 While wholesale electricity prices vary widely depending on time,
customers have little incentive or ability to take advantage of this currently –
only 12% of households said they were on a time-of-use tariff in 2022.16

The extent to which this creates a burning platform for change is a matter of
debate. Further reforms, such as the Market-wide Half Hourly Settlement, and reforms
to wholesale market arrangements (REMA) could make it possible for suppliers to
reward customers for changing their energy behaviours. Some stakeholders argued
this means there is no need for thoroughgoing change to the current market –
particularly as this will be costly and time consuming. However, others argued that
there are strong reasons to believe the current market design will be a barrier to
delivering net zero. We think it’s at least worth exploring what alternative market
arrangements could look like – at a minimum, this might prompt different lines of
thinking around how the existing market could evolve.

nesta.org.uk 14

limited access, poor data discoverability and poor quality data, among
others.12 The UK Government and Ofgem are taking steps to improve this – for
example, Ofgem has recently consulted on ways to give consumers the
ability to share data securely with market participants13 – but there’s still some
way to go to meet the Energy Digitalisation Taskforce’s vision that “new
business entrants can tailor and shape new propositions to a wide and varied
range of options designed around customer products as well as commodity
needs”.14

● The market doesn’t incentivise customers to change their behaviours or adopt
low-carbon technologies. For example, environmental and social levies fall
mainly on electricity bills, meaning that these may reduce the gains from
switching from gas to electricity, despite reducing their carbon emissions. The
incentives for customers to export energy to the grid are not consistent – if a
consumer provides electricity from their low-carbon technology, their supplier
only needs to offer a price above zero for the electricity (although a
consumer can export via a different supplier who may offer a more attractive
tariff).15 While wholesale electricity prices vary widely depending on time,
customers have little incentive or ability to take advantage of this currently –
only 12% of households said they were on a time-of-use tariff in 2022.16

The extent to which this creates a burning platform for change is a matter of
debate. Further reforms, such as the Market-wide Half Hourly Settlement, and reforms
to wholesale market arrangements (REMA) could make it possible for suppliers to
reward customers for changing their energy behaviours. Some stakeholders argued
this means there is no need for thoroughgoing change to the current market –
particularly as this will be costly and time consuming. However, others argued that
there are strong reasons to believe the current market design will be a barrier to
delivering net zero. We think it’s at least worth exploring what alternative market
arrangements could look like – at a minimum, this might prompt different lines of
thinking around how the existing market could evolve.

nesta.org.uk 14

nesta 

limited access, poor data discoverability and poor quality data, among 

others.12 The UK Government and Ofgem are taking steps to improve this-for 

example, Ofgem has recently consulted on ways to give consumers the 

ability to share data securely with market participants13 
- but there's still some 

way to go to meet the Energy Digitalisation Taskforce's vision that "new 

business entrants can tailor and shape new propositions to a wide and varied 

range of options designed around customer products as well as commodity 

needs".14 

• The market doesn't incentivise customers to change their behaviours or adopt 

low-carbon technologies. For example, environmental and social levies fall 

mainly on electricity bills, meaning that these may reduce the gains from 

switching from gas to electricity, despite reducing their carbon emissions. The 

incentives for customers to export energy to the grid are not consistent - if a 

consumer provides electricity from their low-carbon technology, their supplier 

only needs to offer a price above zero for the electricity (although a 

consumer can export via a different supplier who may offer a more attractive 

tariff). 15 While wholesale electricity prices vary widely depending on time, 

customers have little incentive or ability to take advantage of this currently -

only 12% of households said they were on a time-of-use tariff in 2022. 16 

The extent to which this creates a burning platform for change is a matter of 

debate. Further reforms, such as the Market-wide Half Hourly Settlement, and reforms 

to wholesale market arrangements (REMA) could make it possible for suppliers to 

reward customers for changing their energy behaviours. Some stakeholders argued 

this means there is no need for thoroughgoing change to the current market -

particularly as this will be costly and time consuming. However, others argued that 

there are strong reasons to believe the current market design will be a barrier to 

delivering net zero. We think it's at least worth exploring what alternative market 

arrangements could look like - at a minimum, this might prompt different lines of 

thinking around how the existing market could evolve. 

nesta.org.uk 14 

https://www.nesta.org.uk/


What roles are needed in a future energy
market?

To help generate options for alternative ways to design the energy retail market, we
identified the market roles we believe will be needed to successfully support the net
zero transition.

By doing this, we aimed to disentangle activities from the bodies that currently
undertake them, so that we could think more freely about how a future energy
market might be arranged.

Table 1. Required market roles

Service Description

Energy services Provision of electricity to customers, either on a per kWh basis or as
a service (for example, heating a home to a specific temperature).

Provision of flexibility services (such as aggregation of household
demand to support local grid balancing).

Provision of monopoly services to consumers (which may or may not
involve a customer relationship) such as use of network charges or
policy levies.

Household energy
management
services

Provision of remote control of household devices (for example,
managing EV charging, automatic demand shifting), provision and
maintenance of technology or providing the means and capability
of customers to respond to price signals and manage demand.

Data services Provision, analysis and interpretation of consumption data to
customers and/or service providers.

Provision of system data (such as meter technical data) to service
providers.

Advisory services Provision of unbiased insights and local advice to consumers
regarding energy efficiency, low-carbon technologies, financing
options, etc.

Provision of tariff information across multiple suppliers (for example,
energy comparison websites).

Provision of information and support for vulnerable customer groups.
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Service Description

Financial services Provision of financing for household alterations and low-carbon
technologies, including heat pumps and EVs.

Household
alteration services

Installation and system design of low-carbon technologies and
supporting hardware and software to maximise the
decarbonisation and cost benefits obtained from the assets.

Some, but not all, of these roles are currently played by energy suppliers.

In developing options, we assumed it would be possible to shift some roles between
entities. For example, some roles currently undertaken by suppliers could be reduced
or changed. Conversely, suppliers could take on additional roles, such as provision of
household energy management and data services.

There are some roles for which commercial participants may not be best placed. For
example, commercial entities may not be the right participants to provide
independent advisory services to consumers. Similarly, more significant policy
interventions might be needed to develop appropriate financial services to enable
consumers to afford their transition.

Market models

In this section we set out five possible models for the future of the energy retail
market and discuss the ways these would change the roles of different stakeholders
within the retail market, as well as the models’ pros and cons. We briefly outline the
regulatory actions, targets and enablers that could be put in place or would be
needed in order for these models to be used. We distinguish between broad
categories of services that different market players might provide to customers. We
define these services as follows.

● Monopoly services are those that suppliers provide on behalf of other players,
such as billing customers for levies and network charges.

nesta.org.uk 16

Service Description

Financial services Provision of financing for household alterations and low-carbon
technologies, including heat pumps and EVs.

Household
alteration services

Installation and system design of low-carbon technologies and
supporting hardware and software to maximise the
decarbonisation and cost benefits obtained from the assets.

Some, but not all, of these roles are currently played by energy suppliers.

In developing options, we assumed it would be possible to shift some roles between
entities. For example, some roles currently undertaken by suppliers could be reduced
or changed. Conversely, suppliers could take on additional roles, such as provision of
household energy management and data services.

There are some roles for which commercial participants may not be best placed. For
example, commercial entities may not be the right participants to provide
independent advisory services to consumers. Similarly, more significant policy
interventions might be needed to develop appropriate financial services to enable
consumers to afford their transition.

Market models

In this section we set out five possible models for the future of the energy retail
market and discuss the ways these would change the roles of different stakeholders
within the retail market, as well as the models’ pros and cons. We briefly outline the
regulatory actions, targets and enablers that could be put in place or would be
needed in order for these models to be used. We distinguish between broad
categories of services that different market players might provide to customers. We
define these services as follows.

● Monopoly services are those that suppliers provide on behalf of other players,
such as billing customers for levies and network charges.

nesta.org.uk 16

Service Description 

nesta 

Financial services Provision of financing for household alterations and low-carbon 

technologies, including heat pumps and EVs. 

Household Installation and system design of low-carbon technologies and 

alteration services supporting hardware and software to maximise the 

decarbonisation and cost benefits obtained from the assets. 

Some, but not all, of these roles are currently played by energy suppliers. 

In developing options, we assumed it would be possible to shift some roles between 

entities. For example, some roles currently undertaken by suppliers could be reduced 

or changed. Conversely, suppliers could take on additional roles, such as provision of 

household energy management and data services. 

There are some roles for which commercial participants may not be best placed. For 

example, commercial entities may not be the right participants to provide 

independent advisory services to consumers. Similarly, more significant policy 

interventions might be needed to develop appropriate financial services to enable 

consumers to afford their transition. 

Market models 

In this section we set out five possible models for the future of the energy retail 

market and discuss the ways these would change the roles of different stakeholders 

within the retail market, as well as the models' pros and cons. We briefly outline the 

regulatory actions, targets and enablers that could be put in place or would be 

needed in order for these models to be used. We distinguish between broad 

categories of services that different market players might provide to customers. We 

define these services as follows. 

• Monopoly services are those that suppliers provide on behalf of other players, 

such as billing customers for levies and network charges. 

nesta.org.uk 16 

https://www.nesta.org.uk/


● Basic services refer to the provision of electricity charged on a simple per kWh
basis (with or without a standing change) including existing tariffs such as
Economy 7.

● Enhanced services describe more innovative offerings from suppliers, such as
more sophisticated time-of-use tariffs, household energy management
services, low-carbon technology installations and other energy efficiency
improvements to homes, and meter splitting services. These could also be
bundled with energy supply.

Figure 2. Overview of models

The models follow three customers. Tim is a disengaged customer who is content
with his current electricity tariff. Anna is keen to reduce her consumption and/or take
advantage of opportunities to reduce her bills. Maya has already purchased an EV
and is keen to install other low carbon technology if she can afford it.

Business as usual: the supplier hub model stays in place, which means suppliers act
as the single link between customers and the wholesale energy market. Consumers
continue to have a single energy supplier, and energy suppliers are still obliged to
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offer a universal service. Government and Ofgem incrementally adjust the
regulatory framework to try to speed up progress towards net zero while improving
outcomes for consumers, for example by introducing reforms that make it easier for
suppliers to reward customers for using less energy at peak times.

Model 1: loosening regulation to encourage more innovation: the supplier hub
model stays, and customers still have a relationship with a single supplier, but
regulations are changed to encourage and enable new types of suppliers to enter
the market, potentially with different licence conditions. For example, some suppliers
are not required to provide a universal service, which allows them to create
products and services that are tailored to specific customer groups. We start to see
new businesses offering combinations of low-carbon technologies, such as heat
pumps and batteries, bundled with specialist tariffs, without having to become a
traditional, licensed supplier or partner with an existing energy supplier to do so. We
might see well-known brands from other sectors starting to offer energy services.

Model 2: introducing a default supplier with a “no frills” service, and enabling other
suppliers to innovate: a new, ”default” energy supplier is created – potentially
publicly owned. It takes over the universal service obligation, and it manages billing
for monopoly activities on behalf of all domestic customers. Customers can use the
default supplier for everything, or they can choose to buy energy (and other services
such as home energy management) from other suppliers. If they do the latter, the
default supplier either bills them directly for monopoly activities, or settles this ‘behind
the scenes’ with their energy supplier. This means that existing and other new energy
suppliers no longer have to manage billing for monopoly activities, and can focus on
offering more sophisticated, innovative services and products. They can specialise to
serve particular customer groups.

Model 3: introducing split metering in addition to a default supplier: as with model 2,
a default supplier is introduced, and customers can choose to use the default
supplier for everything. But those that opt to go elsewhere don’t have to limit
themselves to a single supplier – with split metering, they can have different suppliers
for different types of energy use. A household might choose a basic plan for general
electricity use around the house, with a flat rate for kWh usage, but additionally opt
for a time-of-use tariff from a different supplier for its heat pump and main EV. The
household might have a second car – perhaps owned by a young adult – who
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wants the cheapest tariff and is willing for their charging to be completely
automated, and they might go with a specialist tariff from yet another supplier.

Model 4: awarding franchises on a competitive basis: this model focuses on creating
longer-term relationships between suppliers and customers. Each local or regional
authority procures a single supplier – or franchisee – to deliver energy services to all
the customers in their geographical area, for a set period of time. From a customer’s
point of view, this removes supplier choice, but the franchise agreement incentivises
the awarded supplier to invest in helping customers upgrade their homes and
manage their energy use effectively. We can imagine two variations of this model. In
what we’ve called model 4A, the franchisee takes on responsibility for both
supplying energy to customers and providing additional products and services, such
as installation of low-carbon technologies. In model 4B, the franchisee takes on
responsibility for these additional products and services only, and customers can still
buy their energy supply from other suppliers.

Model 5: turning electricity network operators into energy suppliers: under this
model, the local electricity network company (DNO) builds on its existing role in
managing and growing an efficient, decarbonised electricity network, becoming
the energy supplier for customers in its geographical area and taking on
responsibility for rolling out low-carbon technologies to homes. In practice, much of
this work is outsourced to specialist installers, so there is still room for a variety of
different companies in the market. As with model 4, it would be possible to vary this
model, retaining a competitive market for energy supply, and only giving the DNO
responsibility for rolling out low-carbon technologies.

Business as usual

The most straightforward option would be to keep the current supplier hub model
and continue adjusting the regulatory framework to speed up progress towards net
zero while improving outcomes for consumers.

Some significant regulatory changes are already in train, such as the introduction of
the Market-Wide Half Hourly Settlement. If implemented effectively, this will
incentivise suppliers to launch more innovative tariffs that reward customers for
shifting their energy use to times of day when demand is lower. Customers with smart
meters will be better able to take up these opportunities, so there will be an
additional incentive for suppliers to invest in speeding up smart meter rollout. From a
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customer perspective, new tariffs and flexibility services might increase interest in
smart meter uptake (although the prospect of differential pricing might further
entrench distrust of smart meters for some).

Ofgem can also adjust regulations to encourage further innovation or new types of
organisation to enter the market, such as recent changes to open up flexibility
markets to a wider range of actors. Meanwhile, the Review of Electricity Market
Arrangement (REMA) could introduce further significant changes, such as the
introduction of locational pricing, which in turn could stimulate more innovation,
although it could also increase complexity and risk.
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Figure 3. Business as usual
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Pros and cons of sticking with the status quo

The current supplier hub model is well understood by stakeholders and, to a lesser
degree, by consumers and politicians. Continuing along the current trajectory would
be the least disruptive approach. Although stakeholders agree that innovation in the
retail market has been slow for most of the last three decades, they also agree the
sector is now becoming more innovative. A fundamental change to retail market
arrangements risks undermining progress already made, and even opening debate
about the prospect of change could potentially damage investor confidence,
making it harder for suppliers to innovate.

However, while it is plausible that existing market structures, with slight evolution, will
be successful in helping consumers use electricity more flexibly, suppliers’ incentives
to support customers with energy efficiency and installing low-carbon technologies
will still be weak. Without further changes to the current model, it seems unlikely
many suppliers will be incentivised to drive the necessary shifts in customer
behaviour.

Model 1: loosening regulation to encourage more innovation

One option to move beyond the status quo would be to make regulatory changes
that reduce barriers to retail market entry.

To do this, Ofgem would need to introduce more regulatory flexibility or provide
greater regulatory incentives for a broader set of suppliers to emerge, offering a
greater range of products and services.

Regulatory changes could include reforming or abolishing the universal supply
obligation; narrowing the range of activities that require a supply licence; or
restricting customers’ freedom to switch supplier at any point (for example, if they
had purchased a bundle comprising low-carbon technologies, installation and tariff,
part of which was funded by their supplier and recovered over time).

Under this model, we might expect a greater range of organisations to enter the
energy supply market, some of which could look quite different from traditional
energy suppliers.
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Figure 3. Model 1
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Pros and cons of loosening regulation to encourage more
innovation

Abolishing the universal supply obligation could open the door to specialised or
regional suppliers. These suppliers may not be physically or economically capable of
supplying customers anywhere in the country, but they could provide a specific or
value-added service to certain groups of customers. For example, a community-run
onshore wind farm may be well suited to supply energy to customers in a local area,
which could reduce transport costs and potentially take advantage of
customer-side storage opportunities, such as EV and storage batteries.

The narrowing of activities requiring a supply licence would make it easier for
innovative businesses to provide services that would have previously required a
supply licence, such as heat pump installation and tariff bundles or Energy as a
Service (EaaS)17. Enabling this kind of specialisation could reduce overall costs for
customers and allow them to purchase value-added, decarbonisation-focused
services that suit them.18

This model could provide greater customer choice, improve the overall functioning
of the market (for example, enabling new entrants with strong customer service
expertise) and expand the potential for innovations to be brought to market. It could
also allow for innovative entrants to the market to continue to grow past the
250,000-customer threshold at which they must currently comply with all licence
obligations.

However, abolishing the universal supply obligation could be seen as a drawback as
it would allow suppliers to decide which types of customers they wished to supply.
This would potentially leave disadvantaged customers with little choice, less
protection and exclude them from the more innovative options. There would need
to be some form of obligation such that every customer had access to at least one
supply tariff or set of tariffs.

Meanwhile, non-traditional suppliers can already enter the market through the
licence-lite mechanism (where a new supplier can partner with an existing supplier
to be responsible for some of the more costly and technically challenging parts of a
supply licence), but there has been low take-up. It’s arguable that further reforms to
licensing might still generate little interest among new entrants. Consumer demand
for more sophisticated energy products and services is also still nascent, so it’s not
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clear that loosening regulation would lead to a flush of successful product and
service launches. With large numbers of suppliers having recently left the market,
there is an understandable hesitance about encouraging new entrants and
appearing to dilute protections for consumers.

Targets and enablers

Delivering this model would require two significant changes in approach from
Ofgem. Firstly, Ofgem would need to look at the potential for new market structures
to better support the roll out of products and services that support decarbonisation
(while keeping the supplier hub model), including the implications of removing the
universal supply obligation. Secondly, and supporting this, Ofgem would need to
create space for new innovations to be effectively trialled within the current market
structure. While the Energy Regulation Sandbox currently provides a route for those
innovators with a supply licence to trial new products, services, business models and
methodologies in a slightly reduced regulatory environment, there is a limited route
to rolling out successful new innovations. A reformed market would need clarity
around how innovations could become market products.

Beyond reforming regulations to reduce barriers to entry, the UK Government and
Ofgem could also shape the activities of regulated suppliers and new entrants to the
market by introducing new targets or obligations that incentivise good performance
and decarbonisation, thereby encouraging innovation.

Medium and large suppliers currently have a range of obligations they need to
meet, including the Energy Company Obligation (ECO) and Great British Insulation
Scheme (GBIS). These schemes mandate that suppliers install a certain number of
upgraded energy systems or insulation products, depending on their size, and allow
suppliers to trade their obligations with other companies.19 Suppliers often outsource
the planning and installation processes to third party companies.

Future obligations placed on suppliers could include targets for developing more
innovative products, such as behind-the-meter balancing systems, battery storage,
EV chargers or bundled low-carbon technology and electricity tariffs. If combined
with incentives for good performance, this could provide motivation for new and
innovative suppliers to join the market and invest in bundled low-carbon technology
and tariff offerings.
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Another way to bring forward more innovation to help customers decarbonise their
energy use would be to support longer-term relationships between customers and
suppliers. These could include introducing property-linked finance20 and/or simple,
standardised ways to transfer liabilities between suppliers when contracts end. The
model considers suppliers taking on the role but other alternatives could include
managing costs through council taxes or other forms of taxation.

Suppliers would then have more incentive to offer services that include installing
low-carbon technologies or other upgrades to homes, which require customers to
pay back over a longer period of time. These could, for example, bundle the
installation of solar panels and a heat pump with the supply of electricity and
provision of a behind-the-meter balancing service. This would allow the customer to
spread the cost of installation over their contract and give the supplier certainty on
their returns for the installation of the kit.

The nature of the financial product used could take several forms and would need
further discussions on the pros and cons of each form.

Stakeholder roles

There are no major changes to stakeholder roles from business as usual, as monopoly
services are likely to be provided by existing suppliers, and basic and enhanced
services will be provided by both existing and new suppliers.

Model 2: introducing a default supplier with a “no frills”
service, and enabling other suppliers to innovate

In comparison with model 1, a more fundamental change to the retail market would
be to introduce a default supplier – potentially a DNO or publicly owned national
supplier – operating alongside existing and new suppliers. The default supplier could
offer a basic, “no frills” energy supply, while other suppliers could concentrate on
offering more sophisticated products and services for customers interested in and
willing to engage with the energy market. This would end the supplier hub model.

In this model, the billing for monopoly services currently undertaken by all licensed
suppliers would be moved to the default supplier, which would also take over the
universal service obligation.
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Customers could use the default supplier for all their energy supply, or opt to
contract with one or more other providers to deliver energy supply and enhanced
services. Where a customer used a different supplier for energy supply, monopoly
services would still be provided by the default supplier. Customers would be billed
directly by the default supplier for these services, or bills would be settled ‘behind the
scenes’ between the customer’s main energy supplier and the default supplier. The
customers would retain a relationship with a single supplier but the nature of the
supplier would differ across customers.

Competitive suppliers and non-supplier third parties – legacy and new entrants –
would need to provide meaningfully differentiated services to attract customers.
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Figure 5. Model 2
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Pros and cons of introducing a default supplier

This model would alleviate the regulatory burdens on suppliers by moving monopoly
services to a default supplier. This could then enable competitive suppliers to focus
on value-added services, potentially fostering innovation, including in tariffs.

Customers could opt to stay with the default supplier and receive a basic “no-frills”
service or choose an alternative supplier that offers services best suited to their
needs. This approach could provide greater financial protection for customers who
would be unlikely or unable to engage in the market.

However, customers who wish to obtain value-added or innovative services would
need to actively engage with the market and select those products or services; this
model places the onus on customers to procure additional services to ensure the
energy and cost efficiency of their tariff.

Suppliers may decide they do not want to provide basic services and so only focus
on the engaged customer base with an interest in more innovative offerings. As a
result, disadvantaged customers might effectively be restricted to the default
supplier, and miss out on novel service offerings that could improve their energy
efficiency. This would deepen the divide between disadvantaged or disengaged
customers and those who are active in the market. Targets and enablers may be
required to ensure that disengaged customers are not left behind by the energy
transition and are encouraged to make use of appropriate innovative tariffs and
low-carbon technologies.

Targets and enablers

As with model 1, the UK Government and Ofgem could shape the activities of
stakeholders towards decarbonisation aims through targets, enablers and
obligations. However, in a non-supplier hub model, these may need to take a
different form.

One approach could be to put obligations on the default supplier. This would make
them responsible for installing certain quotas of low-carbon technologies, but it
could crowd out competitive suppliers and third-party companies and hamper their
innovation.
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A different approach could be to offer incentives to suppliers and companies
offering flexibility services and installing low-carbon technologies to upgrade certain
heating systems or roll them out in targeted regions. This would help to draw
businesses to certain areas of the market which may otherwise be neglected by
competitive suppliers and third-party companies. For example, incentives could be
offered to companies willing to install EV chargers in rural areas.

Stakeholder roles

The main change from the current model is that the default supplier would take on
monopoly services and the universal service obligation. It could also take on further
activities, such as the provision of advisory services for vulnerable customers.

Model 3: introducing split metering in addition to a default supplier

Like model 2, this model is dependent on creating a default supplier to take on
monopoly services and provide basic energy supply, freeing up competitive
suppliers and third parties to offer more sophisticated, enhanced services. However,
under this option, meter points would be split such that multiple suppliers could
provide electricity to customers for different purposes. Technical and financial
settlement innovation would be required to enable meter splitting.

This model would allow for an increased level of third-party activities, potentially
facilitating a wider range of services and encouraging innovation. For example, a
household might take out an EV-specific time-of-use tariff with one supplier and a
flat rate household energy supply tariff with another. Rather than having to move all
their electricity use out of peaks to avoid high prices, they would just use this tariff to
charge their EV. This would allow an EV manufacturer to sell a car with a bundled
electricity tariff, or for a heat pump manufacturer to sell a bundled heat services
agreement.

The launch of OVO’s bundled heat pump and heat pump electricity tariff21 suggests
that customers might be incentivised to install low-carbon technologies if they can
obtain different electricity prices for different purposes. At present, the OVO heat
pump tariff is only available as part of a bundle with a new heat pump, as an
introductory offer. However, in future, meter splitting could enable more of these
types of offers to emerge.
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Pros and cons of introducing split metering

Meter splitting could make it easier for households to obtain different tariffs that best
suit their energy needs and allow them to engage different suppliers for different
purposes, rather than restricting them to the tariffs offered by one supplier.

It could be particularly beneficial for households generating their own electricity or
those with battery storage or EVs. While it is currently possible for households to sell
self-generated and stored electricity to the grid at peak times for higher prices than
at off-peak times, the rates that suppliers offer vary considerably.22 If consumers
could shop around for a tariff which allowed them to sell more energy back to the
grid, suppliers may be more likely to offer higher feed-in tariffs. This could incentivise
a greater number of households to install equipment to generate their own energy
and offer flexibility to the grid. The implementation of the Market-wide Half Hourly
Settlement may provide more clarity to consumers on the relative value of their
power at different times of day and encourage low-carbon technology uptake.

This model could also create more incentives for customers to optimise their energy
usage if they become more exposed to their actual usage costs through their
different supplier relationships and tariffs.

However, the success of this model relies on customers wanting to engage multiple
suppliers, and it is not clear whether customers would be sufficiently incentivised to
do so as a matter of course – or if suppliers would be able to benefit from offering
more focused tariffs.

There are also questions about the level of customer protection Ofgem should
provide for those prepared to consider risk/reward options. For example, if a
customer is able to take advantage of high and low electricity prices through
storage, use of solar panels and EV charging, should they be entitled to the same
levels of consumer protection as those customers who remain on a “no-frills” tariff?
The potential need to distinguish between types of customers may be a drawback.

There is an economic challenge associated with charging different tariffs for
electricity used for different purposes at a single point in time and further assessment
of the costs and benefits perceived by different categories of consumers may be
required to determine the attractiveness of this model.

nesta.org.uk 32

Pros and cons of introducing split metering

Meter splitting could make it easier for households to obtain different tariffs that best
suit their energy needs and allow them to engage different suppliers for different
purposes, rather than restricting them to the tariffs offered by one supplier.

It could be particularly beneficial for households generating their own electricity or
those with battery storage or EVs. While it is currently possible for households to sell
self-generated and stored electricity to the grid at peak times for higher prices than
at off-peak times, the rates that suppliers offer vary considerably.22 If consumers
could shop around for a tariff which allowed them to sell more energy back to the
grid, suppliers may be more likely to offer higher feed-in tariffs. This could incentivise
a greater number of households to install equipment to generate their own energy
and offer flexibility to the grid. The implementation of the Market-wide Half Hourly
Settlement may provide more clarity to consumers on the relative value of their
power at different times of day and encourage low-carbon technology uptake.

This model could also create more incentives for customers to optimise their energy
usage if they become more exposed to their actual usage costs through their
different supplier relationships and tariffs.

However, the success of this model relies on customers wanting to engage multiple
suppliers, and it is not clear whether customers would be sufficiently incentivised to
do so as a matter of course – or if suppliers would be able to benefit from offering
more focused tariffs.

There are also questions about the level of customer protection Ofgem should
provide for those prepared to consider risk/reward options. For example, if a
customer is able to take advantage of high and low electricity prices through
storage, use of solar panels and EV charging, should they be entitled to the same
levels of consumer protection as those customers who remain on a “no-frills” tariff?
The potential need to distinguish between types of customers may be a drawback.

There is an economic challenge associated with charging different tariffs for
electricity used for different purposes at a single point in time and further assessment
of the costs and benefits perceived by different categories of consumers may be
required to determine the attractiveness of this model.

nesta.org.uk 32

nesta 

Pros and cons of introducing spl it metering 

Meter splitting could make it easier for households to obtain different tariffs that best 

suit their energy needs and al low them to engage different suppliers for different 

purposes, rather than restricting them to the tariffs offered by one suppl ier. 

It could be particularly beneficial for households generating their own electricity or 

those with battery storage or EVs. Whi le it is currently possible for households to sell 

self-generated and stored electricity to the grid at peak times for higher prices than 

at off-peak times, the rates that suppliers offer vary considerably.
22 

If consumers 

could shop around for a tariff which al lowed them to sel l more energy back to the 

grid, suppl iers may be more l ikely to offer higher feed-in tariffs. This could incentivise 

a greater number of households to insta l l  equipment to generate their own energy 

and offer flexibility to the grid. The implementation of the Market-wide Half Hourly 

Settlement may provide more clarity to consumers on the relative value of their 

power at different times of day and encourage low-carbon technology uptake. 

This model could also create more incentives for customers to optimise their energy 

usage if they become more exposed to their actual usage costs through their 

different supplier relationships and tariffs. 

However, the success of this model relies on customers wanting to engage multiple 

suppliers, and it is not clear whether customers would be sufficiently incentivised to 

do so as a matter of course - or if suppl iers would be able to benefit from offering 

more focused tariffs. 

There are also questions about the level of customer protection Ofgem should 

provide for those prepared to consider risk/reward options. For example, if a 

customer is able to take advantage of high and low electricity prices through 

storage, use of solar panels and EV charging, should they be entitled to the same 

levels of consumer protection as those customers who remain on a "no-fri l ls" tariff? 

The potential need to distinguish between types of customers may be a drawback. 

There is an economic cha llenge associated with charging different tariffs for 

electricity used for different purposes at a single point in time and further assessment 

of the costs and benefits perceived by different categories of consumers may be 

required to determine the attractiveness of this model. 

nesta .org.uk 32 

https://www.nesta.org.uk/


The complexity of settlement may deter some suppliers (and customers) from
offering services under split meters. We might expect questions to be raised around
the confidence that the metered data was correctly apportioned, the ability to
correctly estimate (and audit) meter data in the case of a meter fault and the
extent of new settlement rules.

Targets and enablers

Under this model, the targets, enablers and obligations would also need to be
tailored to maximise the decarbonisation potential of supplier and third-party
activities. The approach taken in model 2 could be extended and targeted at
suppliers based on the products or services offered. For example, rewards could be
offered to suppliers for reducing the energy used by customers on heating
specifically, incentivising them to install insulation in their customers’ homes. They
could do this directly or engage a third party to do so, stimulating the wider energy
efficiency market.

Stakeholder roles

The main changes in roles under a meter-splitting model are focused on the services
offered. The default supplier would provide monopoly services and could provide a
basic service to households, as well as data services. Other more innovative suppliers
and third parties could provide various forms of electricity supply, based on specific
low-carbon technologies or using time-of-use tariffs. They could equally provide data
services or system data that allowed customers to make their own usage decisions.

Information and support for vulnerable households could be provided by all types of
suppliers and third parties, particularly through targeted incentives such as working
with local authorities to roll out low-carbon technologies across social housing
developments.
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Model 4: awarding franchises on a competitive basis

This model moves further away from the current supplier hub model. Under this
model, the National Energy Systems Operator, government, local authority or
regulator would run periodic tenders to award franchises, most likely on a regional
basis, but potentially for delivering services to a specific set of customers within or
across regions. Suppliers, in conjunction with other businesses, would form consortia
to bid for the franchise. The local DNO may also need to be involved in the tender
assessment process, as it would have to work with the winning consortium to deliver
the agreed services. The DNO’s role would continue to be monitored through
regulation.

The winning bidder would take on responsibility for supplying energy to customers
and/or improving access to enhanced products and services in the region. These
could include anything beyond a basic “no-frills” service, such as time-of-use tariffs,
behind-the-meter balancing services, and upgrades to homes including low-carbon
technologies and insulation.

We’ve distinguished two variants of this model. In model 4A, the winning bidder
could take on responsibility for supplying energy to its customers and delivering a
specific range of enhanced services, such as installing low-carbon technologies and
insulation. This would give franchisees an opportunity and strong incentive to build
relationships with all customers. It would make it easier for the franchisee to sell
bundled low-carbon technologies and innovative tariffs, which could help
encourage uptake and maximise efficient energy use by customers.

In model 4B, the franchise could cover a specific set of enhanced services only, in
which case there would need to be another supplier offering the basic energy
services. Contracts could be awarded for the roll out of low-carbon technologies,
potentially alongside service contracts. In this case, franchises would operate
alongside business-as-usual, or models 1, 2 or 3, described above.

Care would need to be taken to ensure that the obligations of suppliers and
franchisees were aligned – for example, that suppliers, franchisees, DNOs and other
third parties agreed on the timing and scale of low-carbon technology rollout.
However, in the same way, if the franchisee took over both supply duties and the roll
out of enhanced products and services, their interests may be conflicted if the
incentives are not properly calibrated.
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In both options, competition for installing low-carbon technologies and other
enhancements would remain (independent installers would still be able to operate),
but the franchisee would be incentivised to install these through targets or
obligations. The franchisee would be expected to offer attractive packages for
household installations of low-carbon technologies due to economies of scale and
an optimised rollout plan across a town or region. Customer choice would remain
and they could decide whether to participate in the optimised rollout.

Where the responsibility for specific services has been devolved, further
consideration would need to be given to determine a consistent national approach.
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Figure 7. Model 4
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Pros and cons of moving to a franchise model

Current market and regulatory approaches place constraints on contract lengths
(customers are able to exit contracts at any time, although they may incur a
financial penalty), which means there is no guaranteed relationship between
supplier and customer. A franchise model would change this, enabling franchisees
to develop meaningful long-term relationships with customers. With certainty over
contract timescales, franchisees could offer financial support to customers for major
low-carbon investments, such as heat pumps. This could lower the upfront cost of
installing low-carbon technologies for customers and make them accessible to a
wider range of households. It might make customers more willing to take up offers of
low-carbon technologies, insulation or other products and services that could
optimise their energy use.

Regional franchises could also make it easier to deliver street-by-street rollouts of
low-carbon technologies, creating the potential to optimise measures based on
local circumstances and increasing the chance of engaging with otherwise
hard-to-reach customers. Further, franchisees could be incentivised to consider
larger-scale solutions, such as heat networks or flexible energy use within
communities, in order to minimise costs and maximise access to value-added
products and services.

The successful franchisee could work with the local authority to access cheaper
finance for the rollout of low-carbon technologies. Further assessment of the relative
cost benefits of a targeted rollout of low-carbon technology installation, in
conjunction with local authorities and other local providers, would be required.

The extent of regulatory oversight possible in a regional franchise model could also
enhance customer protection and better enable a just energy transition. For
example, the installation of low-carbon technologies by the regional franchise could
be means-tested, with low-income households able to obtain installations for free or
at a reduced cost.

It would be important to include innovation as one of the factors assessed during the
franchise competition, so that the successful consortium could be held to account
for delivering innovative services, tariffs or low-carbon technology rollout throughout
its concession period. There would be a risk that, without appropriate regulatory
oversight, the franchisee may not continue to innovate during its franchise period.
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There are challenges associated with franchises, not least that it may be difficult to
remove a poorly performing franchisee. This could lead to an increased regulatory
burden on franchisees, which could restrict the range of companies prepared to
lead a bid, although it should not impact the overall composition of consortia.
Without regulation to restrict the number of franchises that individual consortia could
hold, there could be a risk of an even smaller number of energy suppliers dominating
the market.

Setting up a regional franchise would mean switching a large number of customers
from their existing suppliers to the successful bidder. This would remove the element
of consumer choice and could be unpopular. Outstanding debts would also need
to be cleared before customers were transferred from a supplier to the successful
franchisee. From a customer perspective, they should not be liable for any costs
associated with exiting a supplier tariff early.

Targets and enablers

In the tender for the franchise, the targets and enablers would be defined, with
associated penalties and rewards to incentivise good performance. Those
submitting bids would develop their proposals for operating the franchise to meet
those targets.

Stakeholder roles

The main change in roles under a competitive franchise model is that the successful
franchisee could take on virtually all the roles set out in Section 4. The exception
would be providing advisory services and tariff information across suppliers in its
region, where there would need to be an independent provider of information,
particularly if there was still competition for enhanced services.

However, DNOs, the National Energy Systems Operator (NESO), government bodies,
Ofgem and other third parties could continue to play current roles to avoid too
much reliance on the franchisee. NESO might be well placed to run tenders for
franchises, given its visibility of whole system needs. It would also be important to
involve local stakeholders in the assessment of the bids, particularly the local
authority and DNO. This would give local actors buy-in to the winning franchisee’s
proposal and improve the chances of successful collaboration. For example, it
would be important to ensure that appropriate distribution network reinforcement
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and balancing mechanisms were in place, and for the franchisee to have
comprehensive awareness of local needs and opportunities, including through the
involvement of social housing. Given the need to work with any winning franchisee,
DNOs and local authorities could not be party to any bids.

Model 5: turning electricity network operators into energy
suppliers

Under this option, DNOs would become responsible for the management and
growth of efficient low-carbon electricity networks (rather than being responsible for
delivering electricity to connected customers). In addition, they would be
responsible for electricity supply, and incentivised to roll out low-carbon
technologies to homes. As such, they would be required to build a direct relationship
with households.

This model would go a step further than model 4 (competitive franchise), given that
the DNO would also have control over the operation of the distribution network. This
would give the DNO greater oversight of the performance of the network, which
could increase the potential for maximising decarbonisation, and the DNO would be
incentivised to install energy efficiency measures and provide enhanced services
where they matter most. For example, the DNO would know where there were
constraints in the distribution network, and could manage them through innovative
short-term tariffs, behind-the-meter services and low-carbon technology installations.

While the DNO would be the lead entity and have overall responsibility for providing
low-carbon technologies and electricity services to customers, much of the work
could be outsourced to third party providers, including specialist suppliers.

As with the franchisee under model 4, the DNO could either be responsible for
improving access to enhanced products and services and electricity supply, or
enhanced products and services only. Being responsible for both would increase its
opportunities to build a relationship with customers, and may offer greater control
over prioritising the rollout of energy efficiency measures to households where they
will have the biggest impact. For example, the DNO could work with local authorities
to reinforce local networks to support the implementation of low-carbon
technologies in social housing, enabling those customers to access a wider range of
tariffs as well as reducing their overall demand.
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However, there are also advantages to retaining a competitive supply market and
allowing the DNO to focus on maintaining and upgrading the network and
maximising decarbonisation. Competitive suppliers may be able to supply customers
more efficiently and at lower cost through a range of hedging strategies, which
could outweigh the additional value that DNOs could provide in being responsible
for supply. Competitive suppliers may also be better able to offer services that meet
the needs of specific customer segments and be more responsible to changing
needs.

From a conceptual viewpoint, the DNO could be privately or publicly owned. One
option would be to retain the current privately owned, regulated regional DNO
companies, but give them the additional responsibilities detailed above. This is
perhaps the simpler of the two options. However, these new responsibilities (and
potential payouts from related incentives) would be extensive, particularly if supply
were to be included. Consequently, there may be pushback from the public,
existing suppliers and installers of low-carbon technologies and energy efficiency
measures if these responsibilities were to be given to such a small number of private
companies. There may also be concerns from DNO shareholders on the
attractiveness of their investments.

Alternatively, some interviewees suggested that the DNOs could be nationalised. This
could result in several regional publicly owned DNOs, or a single DNO responsible for
the distribution network across Great Britain. This arrangement could give the
government greater scope to implement government energy policy directly, rather
than relying on regulatory incentives to shape the activities of companies. There
may still be some scope for private sector involvement, for example through
public-private partnerships, which could help to make use of existing expertise in the
energy sector and allow room for innovation and efficiency growth. However, this
option would be a major change programme with profound implications for
Government finance, for the sector and beyond.
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Figure 8. Model 5
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Pros and cons of turning electricity network operators into energy
suppliers

Under this model, it might be possible to use Regulated Asset Base (RAB) based
investment to support the rollout of low-carbon technologies (although other
approaches could also be adopted). A RAB-based approach could allow for
investments in household decarbonisation to be made at a similar cost of capital to
larger infrastructure projects undertaken by DNOs. This would provide access to
long-term, low-cost capital, potentially removing a financial barrier for customers if
they took up these technologies from the DNO.

This model offers the potential for improved coordination and prioritisation of
network upgrades and rollout of low-carbon technologies.

It is likely that the DNO supplier companies would need to tender for a wide range of
services to maintain access to innovation in the supply chain, and provide additional
capabilities. They may, over time, be able to develop additional skills in-house, but
would need external support to deliver short- to medium-term targets. This model
would, however, put some existing suppliers out of business, leading to loss of existing
innovation capability and potentially restricting future innovation.

Consumer choice in suppliers would be completely removed if the DNO were to be
permanently responsible for supply, rather than undergoing periodic competitions as
in model 4. This would further increase the importance of an effective regulatory
regime to ensure that DNOs were accountable to customers and incentivised to
provide a high-quality service.

Perhaps the biggest drawback of this model is the extent of political capital needed
for reform on such a scale, and the associated costs and legislative changes
required. Nationalisation would be even more divisive and complicated, and it is not
clear whether it would result in improved outcomes compared to placing
obligations on the DNO suppliers, whether the costs would outweigh the benefits
and whether there would be negative impacts on innovation in the run-up to
implementing such a major change.
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Targets and enablers

As a regulated monopoly or a publicly owned body, the targets, enablers and
obligations are inherent within this model. If a private ownership model was used, the
existing RIIO-ED regime would need to be extended to introduce incentives for DNOs
to improve the energy efficiency and decarbonisation of the network. This would
include the installation of low-carbon technologies and other enhancements in
customer properties. These regimes could run in five-year cycles, as they currently
do, and DNOs could earn rewards or be subject to penalties depending on their
performance. This has the potential to increase the deployment of low-carbon
technologies and enhancements significantly, provided that DNOs had access to
sufficient funding to pursue incentive rewards.

A publicly owned DNO could also be subject to financial incentives tied to targets
and obligations, although the regulatory regime might have a different form. Good
performance could be rewarded with additional funding for designated activities,
which could give the government further scope to shape activities and maximise
energy efficiency. One challenge would be in ensuring there were no disparities
between regions, due to the “easier” options being prioritised, so the level of
oversight would need to be significant.

Targets to ensure strong levels of customer service and trust would be required,
given the lack of competitive pressure.

Stakeholder roles

There would be significant changes to stakeholder roles due to the expanded role of
the DNO. In particular, any role currently undertaken by a competitive supplier
would now be carried out by the DNO itself or a competitive supplier under contract
to the DNO, who would retain the ultimate responsibility and obligation.
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Analysis of models

This section gives an initial comparison of the models based on the objectives we set
for this report: delivering net zero, protecting customers, enabling innovation and
deliverability. We have purposely kept the analysis high level and do not
recommend a model to pursue. We instead aim to stretch thinking on what is
possible and prompt debate.

Delivering net zero

Delivering net zero requires a shift in incentives among market participants. Suppliers
will need to move away from making money by selling more units of energy and
focus instead (or as well) on delivering new services. These could include
encouraging customers to use new tariffs which encourage flexibility, or incentivising
the installation of low-carbon technologies. It also requires a large mobilisation of
capital, along with engagement – or at least acceptance – among millions of
consumers.

Greater centralisation in the energy retail market, as in models 4 and 5 (competitive
franchise and DNO supplier) could help resolve, or circumvent, concerns around
access to capital, customer engagement, fairness and supplier incentives. It may
enable the energy transition to be delivered more quickly and bring greater
certainty over timescales and deliverability – for example, enabling a more planned
approach to rolling out low-carbon technologies at a local level.

However, while centralising activities provides the ability to plan and deliver
large-scale deployment, it also risks a loss of innovation when compared with
markets in which competitive tensions are stronger. Models 1 to 3 and 4B (loosening
regulation, introducing a default supplier, introducing meter splitting and franchisees
only providing enhanced services) all create significant scope to bring new players
and business models into the market. These models aim to create better market
conditions and incentives for energy suppliers to compete on services to deliver net
zero.

A competitive regional franchise (models 4A and 4B) could provide new
approaches to overcome financial barriers to investment. In these models there
would be the potential to provide consumers with easier access to the capital
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needed to invest in low-carbon technologies. A DNO supplier (model 5), meanwhile,
could provide access to cheaper capital.

Aligning decarbonisation activities with the needs of local communities is likely to be
important in creating buy-in to deliver change at scale. A regional structure (as in
models 4A, 4B and 5) could make it easier to get customer buy-in than a purely
competitive market. For example, we heard from stakeholders that localisation
would enable low-carbon technologies to be rolled out on a street-by-street basis,
providing economies of scale, operational efficiencies and cost savings. Equally, we
heard that community energy schemes have the potential to galvanise local
support to enable customers to benefit from the natural resources that exist in their
local area. Involving local companies in delivery (possible in any model, but more
likely in models 4A, 4B and 5) could improve uptake of energy efficiency and
low-carbon technologies and quality of installations, by taking advantage of local
knowledge of technical conditions and housing stock. This could also help stimulate
local economies.

Stakeholders raised a concern about the large variations in regional consumer
deprivation, and the likelihood that different communities might react differently to
the options available to them. The regional models (4A, 4B and 5) could therefore
be well suited to ensuring that local needs are understood and that actions are
targeted to address them.

Local characteristics must play an important role in how the transition is
approached, but stakeholders agreed that it also needs to be a nationwide
process. Even in the regional models, support from central government is likely to be
needed, such as through information campaigns, national policies, encouragement
of regional skill bases and support with access to capital.

Protecting consumers

The protection of consumers in the energy market has previously focused on
ensuring costs are fair, promoting switching and avoiding supplier failure. In any
future energy market, it will also be necessary to help consumers achieve
decarbonisation through tariffs, access to low-carbon technologies and energy
efficiency.
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Moving to a default supplier model (models 2, 3 and 4B) would offer a means to
provide financial protection to a broad set of customers who are unlikely or unable
to engage in the market. Having a default supplier would ensure that all consumers
have access to a ‘no-frills’ tariff, reducing the risk of overpaying for a more
sophisticated tariff (such as a smart time-of-use tariff) that is not suitable for their
needs.

However, default supplier models do not automatically provide consumers with
equal access to participation in the energy transition. These models assume that
competitive suppliers would be focused on more complex products and services
and would not be expected to provide a product which works for all customers.
Under such models there would be more onus on engaged consumers to procure
additional services to ensure the efficiency of their tariff.

The regionally focused models (models 4A, 4B and 5) may be best placed to ensure
that consumers who are unable or unwilling to engage are not left behind in the
future energy market. Wide-scale or means-tested rollouts of smart meters and
low-carbon technologies (run by, for example, a publicly owned supplier, DNO or
local responsible body) could ensure a minimum level of decarbonisation for each
household, without the need for consumers to engage an installer or bear the costs
themselves. This option may be expensive for taxpayers or bill-payers in the short
term, but it could reduce overall costs due to greater efficiencies in rolling out
low-carbon technologies at scale.

However, these models may also reduce individual choice if adoption of the
decarbonisation measure is mandatory or highly encouraged (for example, if failing
to agree to the installation results in higher costs to supply to that property, reflected
in the standing charge). Consumers would not have a means to switch suppliers,
which could mean that it is more difficult for them to resolve problems or gain
recourse if things go wrong. On the other hand, it may be easier to regulate supplier
activities under models 4A, 4B and 5.

Regardless of the model adopted, some level of engagement will be required from
consumers to change their behaviour. In all cases, we would expect some central
funding to be needed to provide advisory services to support consumers make their
transition to net zero.
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Enabling innovation

In a recent call for evidence, the UK Government recognised there is further scope
to increase innovation in the retail market. While we have seen some innovation
under existing regulatory structures, such as the development of more complex
time-of-use tariffs, this has been relatively limited. It appears that the current
regulatory burden limits the ability for players with new business models to enter the
market, with no new entrants into the domestic market since 2021.

In particular, the need for new players to obtain a full supply licence and the limited
ability for new approaches to be tested in the market appear to be genuine barriers
to innovation.

All stakeholders recognised that there will continue to be a need for regulatory
oversight of the retail sector, particularly to protect vulnerable customers, but that it
will need to change if it is not to constrain innovation. One commented that fast
changing, innovative industries can benefit from outcome-based regulation, which
focuses on the overarching end goals that companies and customers would like to
see achieved in order to guide the actions that need to be taken. In the case of the
retail electricity sector, the key outcomes could be reducing carbon emissions and
optimised costs. The changes to regulation currently underway were welcomed, but
concerns raised about whether they can drive decarbonisation at the levels and
speed required.

Regulatory change is assumed in all the models, with more extensive changes
assumed in models 4A, 4B and 5 (competitive regional franchises and DNO supplier).
Changes may be licence-based to allow different business models, rules-based to
recognise different roles and responsibilities, or principle-based to find different ways
of achieving the universal service obligation. We assume that regulatory incentives
will be needed to support and encourage innovation and would be applied more
strongly in models where there is less competitive pressure. Conversely, in models 1-3,
where competition is likely to be stronger (and model 4B to a lesser extent),
decarbonisation targets and measures to enable long-term relationships with
customers could be introduced to incentivise and enable suppliers to focus on
delivering net zero. Locking in long-term relationships with customers could change
incentives to innovate where competition is limited, particularly in models 4A, 4B and
5. The quality of regulatory oversight, and the duration of franchises, then become
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more important. In all models, regulatory protection for customers would remain, but
be tailored to recognise the nature of the customers and the risks they are taking.

The changes required to deliver model 1(reducing barriers to retail market entry) are
likely to be the least cumbersome of the options beyond business as usual, but have
the potential to create much greater space for innovation.

Each of the models provides options for suppliers to take on different roles. For
example, different supplier business models would emerge and regulatory changes
could enable different types of suppliers. Partnerships could build expertise, or
enable suppliers to offer enhanced tariffs, products or services.

Reducing the requirement for competitive suppliers to manage monopoly activities
associated with the running of the market (for example, through model 2,
introducing a default supplier) could enable competitive suppliers to focus on
value-added services, potentially fostering innovation. Equally, a multiple supplier
model (as in model 3, introducing meter-splitting) would allow for an increased level
of third-party activities, potentially facilitating a wider range of services and
encouraging innovation.

A government-owned supplier in a market which also contains competitive suppliers
(as in models 2 and 3) would have different objectives from commercial suppliers.
This could provide an incentive for competitors to introduce new, more innovative
offerings to customers. It is unclear how the introduction of a government-owned
supplier would be viewed by competitive suppliers. If it resulted in suppliers exiting
the market, this could lead to a loss of innovation.

The impacts of a move to renationalisation (which could take place under model 5)
on innovation are also unclear. While some stakeholders felt that this approach
could result in less focus on innovation, there would continue to be a need for
private sector involvement (such as through procurement exercises), which could
provide routes for continued innovation.

Deliverability

The supplier hub model is well understood by energy system stakeholders and, to a
lesser extent, by consumers and politicians. Its continuation offers stability, which
should not be undervalued. Incremental changes, such as the Market-wide Half
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Hourly Settlement and smart meter rollout, are already in train. While some aspects
of the other models have been implemented in different markets, this is not the case
for all models, and it would be necessary to develop new regulatory frameworks to
deliver the potential changes. Indeed, for all models there would be considerable
additional work to deliver the new structures.

Beyond our main objectives, we also considered various factors that might affect
the deliverability of each of the models, as follows:

● how robust proposals would be to different political environments

● whether the market structures would be likely to attract market participants to
provide services via new routes or structures

● the ease with which the proposals could be delivered (for example, the level
of change required to existing regulatory frameworks)

● the scale of the potential implementation costs and likely funding routes.

The more significant the move away from the status quo, the bigger the risk that
existing players may leave the market. This is particularly the case in the DNO
supplier model, but it is also a risk under a competitive regional franchise, where the
franchisee takes on both default supplier and provider of additional services roles
(model 4A). Despite this risk, all models appear to have the potential to attract
players to various roles required – whether or not these roles are delivered by the
existing private sector entities in the market.

We have presented the models roughly in order of the level of change required to
move from the current market structure to a new model – with model 1 requiring the
least change and model 5 the most (in particular, the nationalisation option).
Models 2 and 3 envisage an option where a publicly owned national supplier
provides a default level of service to customers. This might not involve
renationalisation, as a default supplier could be set up as a new company or
provided by one or more incumbents under contract to the government or
regulator. The DNO supplier model (model 5) could also involve renationalisation of
DNOs, which would likely be divisive. While full nationalisation would provide the
state with complete control over the energy market, allowing it to drive activities
towards decarbonisation in a coordinated way, it would likely be expensive, time
consuming and could limit investment by incumbents in the lead up to change. It
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also fails to take advantage of existing private sector expertise and innovation.
Widespread public ownership alone is unlikely to deliver the scale or speed of
innovation required, but public procurement could act as an enabler.

In relation to model 5, stakeholders expressed differing views on the desirability or
practicality of DNOs taking on more customer-facing roles. Some highlighted that
DNOs’ geographic focus could make them well placed to work alongside local
partners to deliver the transition, and they had incentives to increase the uptake of
low-carbon technologies at a household level. Other stakeholders were concerned
that DNOs are primarily focused on the physical delivery of electricity rather than
offering products and services to domestic consumers, and may not have the
breadth and depth of experience.

“Putting all of the energy efficiency obligations on DNOs will
encourage them to think about where they most need
demand reduction and demand response.”

Stakeholder interview

Internationally, there are several examples of DNOs with a more significant customer
relationship. In some markets, such as the Netherlands, DNOs provide bills to
customers and offer a default tariff. In others, such as California, the use of a joint
DNO/supplier role for many customers presents the opportunity to avoid some of the
challenges over the rollout of low-carbon technologies and smart meters to
households. In jurisdictions where DNOs have a greater customer-facing role, this is
generally a legacy structure – they have not had to build these capabilities from
scratch. The British market is starting from a position where retail supply and
transportation are under separate responsibilities, so options putting greater
responsibility on DNOs would require that they, or other regional players, would need
new or expanded capabilities.

Within models 4A and 4B we identify the potential for local authorities and
community schemes to play major roles in the delivery of a localised market. These
approaches could provide greater legitimacy (as local authorities are more
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breadth and depth of experience.

“Putting all of the energy efficiency obligations on DNOs will
encourage them to think about where they most need
demand reduction and demand response.”

Stakeholder interview

Internationally, there are several examples of DNOs with a more significant customer
relationship. In some markets, such as the Netherlands, DNOs provide bills to
customers and offer a default tariff. In others, such as California, the use of a joint
DNO/supplier role for many customers presents the opportunity to avoid some of the
challenges over the rollout of low-carbon technologies and smart meters to
households. In jurisdictions where DNOs have a greater customer-facing role, this is
generally a legacy structure – they have not had to build these capabilities from
scratch. The British market is starting from a position where retail supply and
transportation are under separate responsibilities, so options putting greater
responsibility on DNOs would require that they, or other regional players, would need
new or expanded capabilities.

Within models 4A and 4B we identify the potential for local authorities and
community schemes to play major roles in the delivery of a localised market. These
approaches could provide greater legitimacy (as local authorities are more
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dependent on keeping their constituents (customers) satisfied to maintain political
power) but would have to overcome large capability gaps relating to the energy
sector.

In terms of the process to reach a new energy retail market, moving further from
business as usual would not only require greater adjustments to the market but it
would be likely to incur higher implementation costs. We have not sought to quantify
these costs.

Ultimately, however, implementation costs would need to be weighed up against
the potential benefits of the changes. We have discussed how a move to a
regionally focused model could enable different forms of capital to be used to help
deploy low-carbon technologies – for example, the use of a RAB-based model to
take advantage of the low cost of capital for a DNO. Equally, policy decisions can
shift costs from customers to taxpayers to reduce capital expenditure burdens.
Given the scale of low-carbon technology deployment required, there is also
potential for a version of public-private partnerships to be developed, although
these would have to take account of lessons learned from previous experience.

Increasing the deployment of low-carbon technologies is crucial for the delivery of
net zero and is a key reason for considering adapting the existing market.
Approaches which facilitate faster deployment are likely to offset the costs of
transforming the market – in particular when the societal cost of carbon is
considered

Conclusions

There are questions about whether the current energy retail market will deliver
decarbonisation quickly enough.We support the view of most stakeholders that
some change in the market design would help the decarbonisation journey and
that the status quo isn’t the long-term solution. Our work has identified five models,
each of which has the potential to help consumers speed up their decarbonisation
journeys. However, we found little consensus on the scope, focus or timing of
changes needed, with stakeholders debating the idea of competitive suppliers and
the feasibility of radical change. On the whole, there was a feeling that the role of
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suppliers will need to develop, but views on the level of change required varied. We
hope this report will start a debate on what that change could look like.

The Government and wider energy sector need to press on to deliver the current
package of reforms. The smart meter rollout, Market-wide Half Hourly Settlement,
and a decision and plan for the future of the wholesale market may help deliver
value to consumers in the near-term through shifting incentives for suppliers to
innovate and for customers to change their behaviour and choose new products
and services. We should deliver this quickly and learn from the impacts.

These reforms should not be a distraction from setting a longer-term plan.While we
acknowledge the lack of consensus and uncertainty on the direction of the energy
retail market, we think there are positive steps we can take now to trial and improve
policies so we can discover what works best.

For example, the Energy Regulation Sandbox and the Energy Systems Catapult’s
Living Lab should be prioritised as innovation tools and could be expanded to
conduct more and larger-scale experiments. In this way we can find out how
regulatory changes in models 1-3 might play out. Players from across the energy
sector, including DNOs, suppliers and local authorities, should work more closely
together to test new decarbonisation approaches such as street-by-street
decarbonisation, and to share expertise and test different ways of working. This will
inform how we think about models 4 and 5. Elements of the models we’ve described
could be piloted, for example in specific geographical areas.

We expect a future market to combine elements of different models, and for the
implementation process to be iterative. We can start that process now and build
confidence in ideas that might help deliver household decarbonisation.

We encourage a wider discussion of this work, and ask that the Government and
Ofgem look beyond the near-term reforms to consider an energy retail market of the
future.We hope that our models raise questions and challenges about what needs
to happen to get to that future, and look forward to continuing the debate.
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