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Submission, Productivity Commission draft report, Low-emissions Economy (April 2018) 
 
Thank you for the opportunity to submit on your Low-emissions Economy report of April 2018. 
 
In this submission I focus on the residential sector of the economy, noting that New Zealand’s 
economic productivity depends very significantly on the health of its workers and their dependents. 
This in turn depends strongly on their housing being warm, dry and healthy. The Productivity 
Commission should recognise the importance of personal productivity to the NZ economy. 
 
Recent media reports confirm that housing is becoming less, not more, healthy. Over half of NZ 
householders now report they are cutting back on heating1; electricity disconnections for non-
payment rose last year from 19,000 to 25,0002.  
 
Draft report is focussed on supply-side investment. 
 
My submission on your Issues Paper called for a specific project: 

to increase both energy efficiency and renewable energy supply in the residential sector with 
the aim of limiting fossil fuel for electricity generation to a very few percent in dry hydro 
years, and zero in normal years. 
 

Instead, your Draft Report offers six scenarios for electricity generation, all of which have 
electricity demand increasing by 50% or more by 2050. The low-carbon expectation is met mainly 
by increasing wind and geothermal generation, and noting that consumers themselves are investing 
in solar and batteries. Energy efficiency is not a primary strategy in any of them. 
 
 
Compare the costs of supply-side investments to energy-efficiency investments 
 
The resulting cost to residential consumers is described in the Sapere report which describes these 
scenarios3. This suggests that the energy component of power bills would rise from today’s 8c/kWh 
to 10-12c, or up to 14c in scenarios that cut out fossil fuel peaking stations. Added to this are 
transmission costs of 0.5c/kWh, and unquantified new distribution costs (which on current trends 
could be very large). More important, price volatility would increase and result in “additional 
uplift” in retail prices, and/ or drive those consumers who can afford it to invest in further means of 
reducing demand – the much discussed “death spiral” to the centralised industry. 
 
Energy efficiency costs were described by a German expert, Justus Haucap, to the Law and 
Economics Association in March 2017:4 

                                                      
1 https://www.stuff.co.nz/business/money/104100512/being-cold-and-rationing-heating-is-now-normal-in-new-
zealand 
2 https://www.radionz.co.nz/news/national/359094/surge-in-electricity-disconnections-over-unpaid-bills 
3https://www.productivity.govt.nz/sites/default/files/Transitioning%20to%20zero%20net%20emissions%20by%20205
0_Sapere.pdf   page 119 ff 
4http://leanz.org.nz/uploads/presentations/Technology%20Changes%20and%20Electricity%20Market%20Design.pdf 
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“Avoiding a kilowatt-hour of demand is typically cheaper than supplying that demand by 
any other available resource.  With an average price of about 2 to 3 cents per kWh including 
participant costs, energy efficiency is a cost-effective resource and is significantly less 
expensive than investing in additional generation.” 

 
His graph of the lifetime costs is especially sobering, as it is the peaking generators, which would 
be installed in most of the scenarios, that have lifetime costs of 19c/kWh, compared to 2-6c for the 
energy efficiency investments considered.  (costs apparently given in $US) 
 

 
The Sapere report on transitioning to a low-carbon electricity sector therefore needs to be 
augmented by a thorough analysis of one or more energy-efficiency-first scenarios. This should 
compare the dollar cost and emissions impact of: 
  - building power stations and electricity networks to meet forecasted demand 
  - reducing peak demands by insulating the 600,000 under-insulated houses and installing clean 
heaters - heat pumps or ultra-clean wood burners. 
 - local energy supply from solar, wind power, and wood-fired residential, institutional (especially 
rest homes) and industrial heat, including dual-fuel to utilise surplus electricity 
- improving building standards for near-zero heating demand, and to sequester carbon. 
It should include the health, environmental and labour implications of the clean-energy path, 
comprising energy efficiency, small-scale renewable energy, and pricing that encourages residential 
electricity consumers to reduce their demand during peak hours. 
 
 
Focus on electricity sidelines the potential of home wood burners to reduce peak demands 
 
Home wood burning is inherently capable of replacing all the gas-fired peak power generation now 
required on cold winter days, even in dry hydro years. To realise this potential will require: 
 
 Developing wood burning technology which has been suppressed to date 
 Reliable supply chains of wood and wood products in all districts 
 Research and commercial development of already-demonstrated technologies for both wood 
burning and processing of wood fuels 
 revision of air quality regulation to recognise that clean wood burning is possible 
 leadership from local and regional government  
 electricity priced to promote use of dual-fuel systems: use electricity when it is cheap; 
switch   to wood when electricity is scarce 



 
 
Policies to implement Energy-Efficiency-First 
 
New Zealand should study the implementation of the European Commission Commission in its 
November 2016 Directive5, which says - 

“the EU has committed to cut CO2 emissions by at least 40% by 2030 while modernising 
the EU's economy and delivering on jobs and growth for all European citizens. The 
proposals have three main goals: putting energy efficiency first, achieving global leadership 
in renewable energies and providing a fair deal for consumers.” 

 
In New Zealand, changes needed to regulatory, institutional, infrastructural arrangements including 
the electricity market, to facilitate carbon reduction in the residential sector include 

• Regulatory – Part IV of the Commerce Act is designed to protect revenues of network 
industries, guaranteeing them a return on their weighted average cost of capital. This is no 
longer appropriate for lines companies as disruptors, especially rooftop solar and batteries – 
can compete with them - reducing demand and threatening profitability of both centralised 
generation and transmission. The Act needs to be changed to recognise the value of both 
solar and firewood as competing with network services. 

• Institutional – The Electricity Authority (the EA) is no longer fit for purpose; like the 
Commerce Act it is designed to protect the interests of the “Market Participants” who are 
generators and retailers, network companies, and (importantly) the Major Electricity Users’ 
Group (industrial consumers). Yet household consumers consume one third of the electricity 
generated, and provide one half of gentailer revenues. Their interests are NOT protected by 
either the EA or ComCom. 

• Infrastructural – The business requirements for electricity companies are the dominant 
barrier to low-carbon strategies. Profitability of lines companies is now protected by Part IV 
of the Commerce Act -- the $900 million giant pylons from Waikato to Auckland6 will be 
paid for by consumers even if they are never used and useful. A distribution company, 
Powerco, wants to invest $1.32 billion in upgrading its electricity lines network over 5 
years, starting in 2018.7 

• The electricity market – The electricity market is now defined (in a Commerce Commission 
decision on electricity governance in 2002) as excluding services and products that compete 
with electricity. That narrowing of scope has meant that many of my own submissions are 
simply ignored. The electricity market does not protect consumers from the relentless price 
rises to residential power prices that took place since 2000. Many consumers are defecting, 
partially or completely, from the national grid simply because the reject the corporate 
culture of profiteering. 

 
 
 

                                                      
5 http://www.raponline.org/wp-content/uploads/2017/11/rap-openexp-eb-ys-efficiency-first-energy-union-2017-nov-20.pdf 
 
6 http://www.comcom.govt.nz/the-commission/media-centre/media-releases/2015/commission-confirms-north-island-grid-upgrade-project-decision/ 
7 http://www.comcom.govt.nz/regulated-industries/electricity/cpp/cpp-proposals-and-decisions/powercocpp/powerco-customised-price-quality-path-proposal/ 
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