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Supply-‐side	   Demand-‐side	  

Transforming	  the	  energy	  	  retail	  market?	  



Ø  Commercial 
LED retrofits 

 
 

 

Ø  Residential LED 
lamps 

 

 

Ø  Commercial 
lighting T5 
adaptor  

These schemes have rolled out of 
energy savings technologies en masse

Ø  Compact 
fluorescent 
lightbulb 

 

 
 

Ø  Standby power 
controllers 

 

Ø  High efficiency 
shower head 



Can we transform the market for 
energy efficiency services? 

Lighting as a segment of NSW energy efficiency market 



Presentation overview

What is market transformation?

Why does it matter?

What do we do about it?



What is market transformation



An increase in the 
adoption of products, 
services, or practices in a 
market, due to market 
intervention(s) 
 

 

A set of market effects, 
that lasts after the 
intervention has been 
withdrawn, reduced or 
changed (because the 
market barriers have 
been removed)  
 
  
 
 Source:	  University	  of	  California	  Berkeley,	  (July	  1996)	  The	  California	  Demand-‐Side	  Measurement	  Advisory	  CommiGee,	  

hGps://eaei.lbl.gov/sites/all/files/lbnl_-‐_39058.pdf	  	  	  

Market effect Market Transformation

Market impact vs 
Market transformation



Transformation of market performance sees 
innovations spill into the mass market



A critical mass of market penetration 
is required self sustaining adoption

Source:	  Adapted	  from	  Rogers,	  EvereG	  M.	  (2003)	  Diffusion	  of	  Innova-ons,	  5th	  Ed.	  Free	  Press	  	  

Diffusion of innovation theory



The Solar hot water market is a 
good illustration of impacts

Source:	  Green	  Energy	  Markets	  (2016)	  Report	  on	  STC	  modelling	  2016-‐18	  

AddiWonal	  State	  and	  Commonwealth	  incenWves	  in	  2009-‐2011	  

}



The PV market is a good 
illustration of transformation

Note:	  SaturaWon	  level	  is	  the	  cumulaWve	  proporWon	  of	  residenWal	  
solar	  PV	  systems	  installed	  as	  a	  proporWon	  of	  owner-‐occupied	  houses	  	  

Source:	  Green	  Energy	  Markets	  (2016)	  Report	  on	  STC	  modelling	  2016-‐18	  



Changes in market structure and dynamics 
drive changes beyond international trends  

Residential PV Soft costs in the US vs. Australia

*Permi]ng,	  inspecWon,	  and	  
interconnecWon	  costs	  	  
**	  Includes	  installer	  and	  
integrator	  margin,	  legal	  fees,	  
professional	  fees,	  financing	  
transacWonal	  costs,	  O+M	  costs,	  
producWon	  guarantees,	  
reserves,	  and	  warranty	  costs.	  	  
	  

Source:	  Adapted	  from	  Rocky	  Mountain	  InsWtute	  (2014)	  Lessons	  from	  Australia:	  Reducing	  solar	  PV	  costs	  through	  installa-on	  labor	  efficiency	  	  



Why does it matter?



The role of Government is to find 
and fix important problems1 

1Sparrow	  (2000)	  The	  Regulatory	  crab:	  controlling	  risks,	  solving	  problems	  and	  managing	  compliance	  

Impact Transformative impact



Transformation can delivers far 
more savings for the same cost

Impact = “boom-bust”, often new providers quickly enter and then exit the market once subsidy removed 

Transformation = existing providers switch to new, “better” technology and sustain that shift 



VEET had a massive IMPACT on the 
adoption of SPCs

Source:	  Energy	  Efficient	  strategies,	  Victorian	  Government	  data	  



GGAS + MEPS helped TRANSFORM 
the market for residential lighting

Source:	  BeleWch	  &	  Associates,	  	  Australian	  Bureau	  of	  StaWsWcs,	  NSW	  IPART	  



What do we do about it?



Transformation requires taking 
innovation from niche to mass market

Source:	  Dr	  Charles	  Xu	  (2016)	  ‘Systems	  InnovaWon	  and	  transiWon	  study’,	  OEH	  	  



Transformation requires taking 
innovation from niche to mass market

Source:	  Dr	  Charles	  Xu	  (2016)	  ‘Systems	  InnovaWon	  and	  transiWon	  study’,	  OEH	  	  



Transformation is about more 
than product adoption 

Performance	  

Structure	  

MARKET	  
IMPACTs	  

Dynamics	  



The transformation of the PV 
market has come at a price

Source:	  Bruce	  Mountain	  and	  Paul	  Szuster	  (2015)	  ‘Solar,	  Solar	  Everywhere’	  ,	  IE	  Power	  and	  energy	  magazine,	  jul/aug	  

Discounted present value (to households) of their investment in PVs  
(in billions of Australian dollars) 



End-user incentives are becoming 
an increasingly blunt tool 

Historical ESS/VEET  
lighting project 

Likely ESS/ERF  
HVACR project 

•  Certificate 
revenue 
covers 
50%-100% 
cost 

•  Payback 
reduced from 
2-3 years to 
0-1 years 

•  Certificate 
revenue 
covers 
5%-10% cost 

•  Payback 
reduced from 
4-5 years to 
3.5 to 4.5 
years 

Project Subsidy Project Subsidy 



Can the schemes be more than 
competitive rebate programs?



We have a suite of tools we can think 
about using more strategically 

•  Flexible incentives 

•  Method development  

•  Innovative methods 

•  Product approvals 

•  M&V 

•  Complementary programs 



Managing for transformation requires  
us to baseline, track and evaluate impacts

Market 
dynamics

Market 
performance

MIE 
Strategy

Policy

Market 
structure

Typical drivers and barriers to uptake of energy efficiency in the 
market (incl. customs, social practice, culture, standards, regulations) 

Historical stocks and flows of high efficiency products (incl. historical & 
trend, actual and counterfactuals, by segment)  

Framework and strategy for updating baseline and analysis in future 

Implications for policy and program evaluation and reform 

Typical Actors and relationships in the supply chain network (inlc. 
Incumbents vs niche players, typical interactions, and market power) 

What?

Why?

So what?


