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What I’ll cover 

1. Our mission
2. Security of supply and the Finkel Review
3. The market in 2016
4. What consumers are telling us

a. ECA’s Energy Consumer Sentiment Survey
b. ECA solar research 

5. The new energy market and how we get there

Presenter
Presentation Notes
What I’ll cover  Our missionSecurity of supply and the Finkel ReviewThe market in 2016What consumers are telling usECA’s Energy Consumer Sentiment SurveyECA solar research The new energy market and how we get there
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To promote the long term interests of 
consumers of energy with respect to the 
price, quality, safety, reliability and 
security of supply of energy services by providing and 

enabling strong, coordinated, collegiate evidence based consumer advocacy 

on National Energy Market matters of strategic importance or material 

consequence for Energy Consumers, in particular Residential Customer and 

Small Business Customers.

ECA objective

Presenter
Presentation Notes
Established by COAG Energy Ministers Council to ensure an evidence base in regard to consumer issues and interests is before Ministers and Officials in decision making on energy sector matters



energyconsumersaustralia.com.au@eca_advocacy4 energyconsumersaustralia.com.au@eca_advocacy4

Security of Supply

Presenter
Presentation Notes
Security of supply has been an issue on the agenda from 2015 into 2016 – gas prices, Tasmania, price hikes in SA July, the severe weather event in SA September 28 causing a Black System event… This led to an emergency meeting of Energy Ministers on 7 October to discuss the Security, Sustainability and Stability of the National Energy Market   which agreed to the Finkel Review on Security of the National Electricity Market  and further work on the Integration of Energy and Climate Policy 
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Policy objectives in energy
The Australian Energy Market Agreement

The objective of the Australian Energy Market Agreement (2004, 2013)
2.1 The objectives of this agreement are: 
(a) the promotion of the long term interests of consumers with regard to the price, quality and reliability of electricity 

and gas services; and 
(b) the establishment of a framework for further reform to: 

(i) strengthen the quality, timeliness and national character of governance of the energy markets, to improve the 
climate of investment; 

(ii) streamline and improve the quality of economic regulation across energy markets to lower the cost and 
complexity of regulation facing investors, enhance regulatory certainty, and lower barriers to competition; 

(iii) improve the planning and development of electricity transmission networks, to create a stable framework for 
efficient investment in new (including distributed) generation and transmission capacity; 

(iv) enhance the participation of energy users in the markets including through demand side management and 
the further introduction of retail competition, to increase the value of energy services to households and 
businesses; 

(v) further increase the penetration of natural gas, to lower energy costs and improve energy services, 
particularly to regional Australia, and reduce greenhouse emissions; and 

(vi) address greenhouse emissions from the energy sector, in light of the concerns about climate change and the 
need for a stable long-term framework for investment in energy supplies.

Presenter
Presentation Notes
This is the overarching objective for the sector at First Ministers level -   the Australian Energy Market Agreement originally entered into in 2004 (after the 2002 Parer report Towards a Truly National and Efficient Energy Market)  and re-entered into in 2013 as the underpinning for the COAG Energy Ministers Council. The first objective is the long-term interests of consumers with regard to price, quality and reliability of electricity and gas services.  The other objective is a framework for further reform in a number of areas – including emissions. 
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Finkel – Zunz Lecture comments

Trilemma of objectives for the grid:

– Electricity supply needs to be secure and reliable
– It needs to be affordable
– It needs to lower our emissions over time

At the centre of this triangle is the consumer

IT IS THE CONSUMER WHO SETS EXPECTATIONS - AND 
ULTIMATELY DECIDES IF THEY ARE MET

Presenter
Presentation Notes
The Energy Council has tasked the Finkel Review to  to take stock of the current state of the security and reliability of the national electricity market and  provide advice to governments on a coordinated, national reform blueprint.  To draw together and build on recent and ongoing work streams, including by the Australian Energy Market Operator, the Australian Energy Market Commission, the Australian Energy Regulator and the agreed gas market reforms.   To take account of the Australian Government’s Paris commitment to lower emissions and the integration of climate and energy policy at the federal level,  And to outline national policy, legislative, governance and rule changes required  to maintain the security, reliability, affordability and sustainability of the national electricity market.   Dr. Finkel sees the task in terms of a triangle of objectives – Security and reliability, affordability and lower emissions over time  - with consumers at the centre of the triangle As he says  IT IS THE CONSUMER WHO SETS EXPECTATIONS - AND ULTIMATELY DECIDES IF THEY ARE MET



Market of consumers
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Passive
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Innovation Competition/Regulation – Efficient Outcomes Safety NetPOLICY 
LEVERS

POLICY 
CONTEXT

AEMA - LONG TERM INTEREST OF CONSUMERS
NEO - Efficient investment in, operation and use of electricity 

services

Presenter
Presentation Notes
When we think about consumers we need to think across the spectrum Consumers who need the “safety net’ measures of ESSENTIAL Service Consumers who need to be EMPOWERED in the market through competition and targeted effective regulation  Consumers who want to be ENGAGED in the market as investors and traders
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Energy affordability
Prices rising faster than inflation, and incomes

Source: ABS Cat 6401, September 2016, 
http://www.abs.gov.au/ausstats/abs@.nsf/mf/6401.0

Presenter
Presentation Notes
Energy Affordability Energy affordability cannot be entirely solved by the market arrangements.  The best the market arrangements can do is ensure that prices are no more than they need to be – whether consumers can afford electricity then depends upon income.  The first chart uses ABS CPI data to provide real electricity retail prices from 2004 to 2016.  Retail electricity prices were relatively flat in real terms for the first three years after the AEMA. They steadily rose from 2008 to 2013. In most capital cities prices fell a little following the removal of the carbon tax (though not in Brisbane). All capital cities except Melbourne record a new increase in real electricity prices in the September quarter. The second two charts are from an AEMO presentation on the price spike events in South Australia in July.  They show the significant increases in wholesale gas and electricity prices across the NEM, with South Australia having the most severe rises.

http://www.abs.gov.au/ausstats/abs@.nsf/mf/6401.0
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The transition challenge  

Source: National Electricity Forecasting 
Report, AEMO 2016 

Presenter
Presentation Notes
SA in the Orange – you can understand the Minister’s focus As with everything we do, we look at the long-term and we see prices on the way up for a range of reasons.  One of the consequences of these price rises will be pressure on households to pay their bills. Energy Consumers Australia thinks it is inconceivable that there should be any need to deny a household access to energy services based on their inability to pay, we are therefore paying particular attention to disconnections
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What disruption? 

1. No noticeable improvement in the reliability of their service
2. Over 80% of consumers nationally purchase their electricity or gas from one 

of the three big retailers
3. ‘Products’ are mainly differentiated by pricing discounts and payment 

options
4. Increasing numbers of consumers now have smart meters but the benefits 

are yet to be realised
5. Consumers continue to be charged on a shared use basis, in the long term 

adding to the size of the network needed to meet peak demand
6. Consumers continue to fall through the gaps in a market that doesn’t have 

an effective safety net

Presenter
Presentation Notes
With such major reform ahead, it is best to start where consumers are. Which is perhaps not where we, or they, would want them to be. What do we see? The emissions intensity of the electricity sector since 2008 is little changed, despite 1.5 million rooftop solar installations. And as we saw in the earlier slide, energy prices have increased dramatically – with the average consumers now spending about twice as much on energy as they were eight years ago [see AER State of the Market 2015].   But the consumer experience has changed relatively little in return for the increased prices…. No noticeable improvement in the reliability of their serviceOver 80% of consumers nationally purchase their electricity or gas from one of the three big retailers‘Products’ are mainly differentiated by pricing discounts and payment optionsIncreasing numbers of consumers now have smart meters but the benefits are yet to be realisedConsumers continue to be charged on a shared use basis, in the long term adding to the size of the network needed to meet peak demandConsumers continue to fall through the gaps in a market that doesn’t have an effective safety net



energyconsumersaustralia.com.au@eca_advocacy11

Listening to consumers
Our evidence base is grounded in consumer research

Four key findings (ECSS):

• Energy consumers think they get less “value for money” from electricity 
services than from insurance, banking, water, internet and mobile phone 
services.

• Energy consumers are not confident that the energy market is working 
in their interests.

• Consumers do not expect the outcomes from the energy market to 
improve in the future.

• Consumers are looking to demand side technologies (solar, storage, 
efficient appliances) to manage their electricity costs. 

Presenter
Presentation Notes
When we listen to customers through our six month Energy Consumers Sentiment Survey National 2500 consumers – residential and small business Data available through our website The key findings are:Energy consumers think they get less “value for money” from electricity services than from insurance, banking, water, internet and mobile phone services.Energy consumers are not confident that the energy market is working in their interests.Consumers do not expect the outcomes from the energy market to improve in the future.Consumers are looking to demand side technologies (solar, storage, efficient appliances) to manage their electricity costsSmall business are even unhappier.  Our start point for the transformation of the energy sector is not good. 



energyconsumersaustralia.com.au@eca_advocacy12

How much does your personal concern about the environment 
impact on your decisions about energy services and 
products?  
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Source: ECA Energy Consumer Sentiment Survey, July 2016 p 26 
http://www.energyconsumersaustralia.com.au/documents/Energy-
Consumer-Sentiment-Survey-Full-Report.pdf

Presenter
Presentation Notes
 Several results in the survey indicate that, even when household consumers say they take the environment into account in their energy decisions, in fact it is secondary to other factors (especially value for money).  Those who have solar electricity panels, for example, are not substantially more likely to say that the environment is a significant factor in their energy decisions (indicating that they may have chosen solar for other reasons – most likely saving money).  The number saying that the environment is the most significant factor they consider in energy decisions is highest in Tasmania and the ACT.   Further research would be needed to explore whether there is a clear relationship between declared attitudes to the environment and actual actions. 

http://www.energyconsumersaustralia.com.au/documents/Energy-Consumer-Sentiment-Survey-Full-Report.pdf
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How much does your personal concern about the environment 
impact on your decisions about energy services and 
products? 
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Source: ECA Energy Consumer Sentiment Survey, July 2016 p 26 
http://www.energyconsumersaustralia.com.au/documents/Energy-
Consumer-Sentiment-Survey-Full-Report.pdf

Presenter
Presentation Notes
Our subsequent research of 1800 customers’ experience in the rooftop solar market shows: The number of consumers with solar panels could double in the next five years.  Market has been working relatively well but if it is to be accelerated there will be a need for continual monitoring for harms – think pink, as in batts.  There is evidence that our market rules are not yet aligned in regard to risk/reward calculation for consumer investments Nor in terms of overall system efficiency.   The evidence is clear that there is a very high level of interest in installing battery storage, but that the interests are more economic than environmental.  Indeed the high “becoming less dependent on mains electricity” may well reflect a frustration with the market.

http://www.energyconsumersaustralia.com.au/documents/Energy-Consumer-Sentiment-Survey-Full-Report.pdf
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Consumers as investors

Consumers are telling us that the 
number of them with solar could 
double in the next 5 years.

ECA’s (forthcoming) research of the 
experiences of 1800 consumers that 
have invested in solar, are that this 
market is working.

Market will need to be monitored as it 
consumers accelerate uptake of solar 
and batteries 

Presenter
Presentation Notes
Our subsequent research of 1800 customers’ experience in the rooftop solar market shows: The number of consumers with solar panels could double in the next five years.  Market has been working relatively well but if it is to be accelerated there will be a need for continual monitoring for harms – think pink, as in batts.  There is evidence that our market rules are not yet aligned in regard to risk/reward calculation for consumer investments Nor in terms of overall system efficiency.   The evidence is clear that there is a very high level of interest in installing battery storage, but that the interests are more economic than environmental.  Indeed the high “becoming less dependent on mains electricity” may well reflect a frustration with the market.
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More dynamic, local energy markets

Retail pricing is immature and 
not “fit” for purpose

Needs to encourage efficient 
investment by consumers in 
renewable technology and 
investment in the grid

Presenter
Presentation Notes
15% of rooftops have solar supplying  3% of Australia’s electricity consumption.  Consumers are telling us that the number of them with solar could double in the next 5 years.  Storage and a more dynamic local market could make installations on those rooftops more financially rewarding. There is much work to be done in re-aligning our policy, legislative, governance and rules to support these consumer preferences.The Finkel Review will provide the Blueprint at the top level and for coming decades. More immediately, the sector needs to complete big tasks under the Power of Choice work led by the AEMC. Retail pricing is one area of concern and is before Energy Ministers. Network pricing work has been done through tariff restructuring But work remains at Retail to get price signals to consumers to encourage efficient investment  so that consumers can take risks and get rewards in a market efficient way. 
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Presenter
Presentation Notes
There are other reasons for needing to see consumers as market participants – the Sharing Economy Think e-bay, think Gumtree, think Uber, think airbnb The idea of the Grid needs re-assessing – from the Grid as a Regulated Asset Base, to the Grid as Services – transport and information The internet maybe the model – a host of tiny connections using the best transport path to get through  and the web of paths providing redundancy and reliability –  the ultimate diversification…
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Expectations are changing

“Utility customers are more demanding …

Today’s customers are more involved and demand different modes 
of engagement.”

A monthly bill in the mail or a telephone call to inquire about 
service interruption is not enough anymore. 

The increasing demands of customers affect the energy industry in 
much the same way they affected the telecommunications industry 
not too long ago.”

Source: The Digital Customer: Engage Customers as Individuals, IBM Corporation, 
http://www.energycentral.com/reference/whitepapers/contact_vendor/103521/The-Digital-Customer-Engage-Customers-as-Individuals

Presenter
Presentation Notes
“Utility customers are more demanding …  Today’s customers are more involved and demand different modes of engagement.” A monthly bill in the mail or a telephone call to inquire about service interruption is not enough anymore.  The increasing demands of customers affect the energy industry in much the same way they affected the telecommunications industry not too long ago.”

http://www.energycentral.com/reference/whitepapers/contact_vendor/103521/The-Digital-Customer-Engage-Customers-as-Individuals
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Who is going to drive the 
market forward? 

Presenter
Presentation Notes
Our sense that businesses that are not proactive in their response to these new consumer expectations expose themselves to increasing commercial risk.  But the big question is, can the incumbents evolve their business models to offer the new, more dynamic services consumers expect, or will it be left to the tier 2 and 3 retailers, or indeed the big beasts from other sectors to disrupt from the outside?  Who can overcome Tier 1 advantages in cost of capital, self-hedging, economies of scale and economies of scope?  Will we see another round of aggressive customer growth by tier 3 retailers followed by acquisition by tier 1 retailers or are they here to stay this time?  [a la Australian Power and Gas ‘APK’ in late 2013, that was acquired by AGL and with it, APK’s 354,000 electricity and gas customers].     
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From litigation to engagement 
and innovation

Engage early and innovate to align 
interests rather than falling back on 
regulatory or legal solutions. 

Presenter
Presentation Notes
We are at a cross roads – we need to take the right path – together!
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Where to from here?

Former PM John Howard on major policy 
reform:

“Australians will back major reform if they 
are satisfied with the answers to two 
questions:

Is it good for the country?
Is it fair?”

Presenter
Presentation Notes
We are facing major reform in the energy sector: Consumer demand is changing Technology is providing increased choicePolicies need to support confidence through efficient investment and competition; to enable innovation and lower emissions, and to provide safety nets where they are needed Investment by industry and consumers needs to be encouraged, efficient and rewarded The Finkel Review will provide a Blueprint which we hope will enable  Australia to achieve its Paris commitments and have a zero emissions electricity sector by 2050 (or earlier) providing no lower quality, reliability and security of supply as is provided today  while ensuring consumers pay no more than necessary for this transition. The reforms proposed will be assessed by consumers as Dr Finkel already knows They will ask the John Howard question:  Is it good for the country?Is it fair? Thank you 
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Thank you
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