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INTRODUCTION TO PRE-REFORM ELECTRICITY
Generation Generation
SECTOR IN NEW ZEALAND Type Capacity
Government .« o
EleCtI“ICIty supply Hydroelectric 5415 MW
The electricity sector had heav . : as
Y neavy e Electricity demand often outstripped ° e M
government involvement in all levels sUBDBIV from rapid adootion in earl
» Electricity was purchased through 41 20’E)hpc2/entur P P Y wind 1040 MW
local Electric Power Boards . SUDD| robﬁems are solved by the
e Government built the generation ]96POF;Y P Y Geothermal 1062 MW
e Government requlated and sold L :
. J e Power rationing did occur 1973-74 due ol 50 MW
electricity L
to droughts and the oll crisis
o In 1924 New Zealand used 1 petajoule EleCtrICIty Demand gen(;(r)c;tion 216 MW
o  1oeA o sesiind uaed SO peiods e South Island generates majority of liquid 156 MW
electricity
o By 1988, the year after reforms began New Zealand used 94 petajoules ° North |S|_and consumes maJOth Of Battery 1MW
o And in 2022 New Zealand used around 130 petajoules eleCtriCity Transpower (n.d.)
| e The electricity grid is connected by
Cook, M. (2010a) a HVDC line across the Cook Strait

Cook, M. (2010a) Energy supply and use - Electricity, late 19th to mid-20th century. Retrieved May 19, 2023, from https://teara.govt.nz/en/energy-supp
Cook, M. (2010b) Energy supply and use - Electricity after the Second World War. Retrieved 17 May 2023 from https://teara.govt.nz/en/energy-supply-c
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McLintock, A. H. (1966). Distribution of Electricity by Local Authorities. In An Encyclopaedia of New Zealand. Retrieved May 19, 2023, from https:
Transpower (n.d.). Consolidated live data. https://www.transpower.co.nz/system-operator/live-system-and-market-data/consolidated-live-data


https://teara.govt.nz/en/energy-supply-and-use/page-5
https://teara.govt.nz/en/energy-supply-and-use/page-6
https://teara.govt.nz/en/1966/power-resources/page-5
https://www.transpower.co.nz/system-operator/live-system-and-market-data/consolidated-live-data

REFORMS & NEOLIBERALISATION OF THE ELECTRICITY SECTOR

Severe months long
electricity shortage
o ECNZ required a rate of return
far above average private
company
o incentivised to sell of over-
capacity generation

] be overhauled

First franchise boundary removed
o increase competition
Electricity Market Company set up

Transpower separated into
its own State Owned
Enterprise
o Transmission a
natrual monopoly
o No political, or private
will for distribution to

Transpower Established
o Subsidiary of ECNZ
o Transmission duties

) 1500

Ministry of Energy abolished
o Roles broken up
and transferred

g

Electricity Corporation
of New Zealand established
o State Owned

Enterprise o Governance and less o support wholesale
o Operating Ministry of centralized power electricity market framework
Energy Assets
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(Ministry of Business, Innovation and Employment, 2015; Thomson, 2009)
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REFORMS & NEOLIBERALISATION OF THE ELECTRICITY SECTOR

1996 1996 1998 1999

Contact Energy established I/Seperation of retail and generation
o Split from ECNZ ! arms
o State owned enterprise i
o Increasing Competition : Major Auckland CBD electricity
o Reducing Centralized : outage
power -
i
i

(Ministry of Business, Innovation and Employment, 2015; Thomson, 2009)

THELEE N

: Wholesale Electricity | ECNZ split-up | Partial sale of
i Market comes into effect I« Genesis : public Assets
: o Managing supplyand I e Meridian | e Mercury
| demand |« Mercury |« Meridian
: o Invisible hand of the I Contact privatised and sold | :
B | i . . | e Geneslis
| market reduced o increasing competition f
: prices | o Wholesale  Market more |
\ \

1999-
2009

Commerce Commission roles
strengthened

Switching retailers made easier
Electricity Complaint Commission
established

Electricity Commission established
Duty to supply remote areas
extended
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\4 KEY IDEAS OF NEOLIBERALISM IN ELECTRICITY SECTOR '

NEOLIBERISM IDEA 1 NEOLIBERISM IDEA 2 NEOLIBERISM IDEA 3
FREE MARKET MARKET COMPETITION INFORMATION
2. New Zealand Electric Company (NZEC) The emergence of more providers to the After the reforms, the number of providers
broke into separate state owned market, the government increased increased, this has allowed consumer’s to
enterprises competition. choose and switch between retailers

¥

Market was deregulated, more electricity
providers emerge due to increasing
demand

L According to Electricity Authority (EMI), the 3. Power Switch (a government funded
state-owned providers has the most Ideal consumer led website) provides
Customer Profile (ICP) with closest information to the public regarding

l margins l prices to assist decisg@n making

REFORMS

ANALYSIS

A key aspect of neoliberalism is that

The main ideology of neoliberal reforms The tight difference between the information should be accessible to
were that by increasing competition Electricity  provider illustrates the consumers and open to ensure the
and consumer choice, a more efficient competition within the market after

economy would emerge due to the the reforms. transparency of the market.

invisible hands of the market. . o .
The Power Switch initiative s

Competition has led to retailers ) .
consumer-oriented, and amplifies

providing incentives, and affirming their

, price in market competition within the neoliberal
\ é‘; //ﬂ\ market where consumers are the
! contacty  Mercury® main agent of the economy.

Meridian.

The emergence electricity provider post-reform in New Zealand
(Source : Ministry of Business, Innovation and Employment, 2015)

1.Electricity Authority. (n.d.). Electricity Authority - EMI (market statistics and tools). Retrieved May 19, 2023, from https://www.emi.eq.

2.Ministry of Business, Innovation and Employment. (2015). CHRONOLOGY OF NEW ZEALAND ELECTRICITY REFORM. Retrieved May 15, 202 \JACB?SOLAR?S POWER

3. PowerSwitch. (n.d.). FAQs. Www.powerswitch.org.nz. Retrieved May 16, 2023, from https://www.powerswitch.org.nz/about



OF THE ELECTRICITY SECTOR IN NEW ZEALAND

Lower prices for the consumer Power switch

© Competition

Improved customer experience

Vulnerable to Market Factors

Fiscal Responsibility Profit incentive

Increased productivity and efficiency

Budgetary vs. Social Values Green Energy
Consumer Choice

Free Market Freedom of choice

Positive Impacts | B petise & Capital
) Investment into Alternatives

Better jobs and skills required

Green Energy
Fill Gaps in Market Demand

Increased Industry Resilience

Finance economic growth through

. . . ' investments
©) Easing of Public Expenditure Total accrued money relocated elsew

Fund public programmes for impoveris

More option for innovation
No Government oversight
Less time taken for decision making

O Responsiveness

External Market Factors Disasters

ANALYTICAL ASSESSMENT - IMPACTS OF NEOLIBERALISATION
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kG ANALYTICAL ASSESSMENT - IMPACTS OF NEOLIBERALISATION -

OF THE ELECTRICITY SECTOR IN NEW ZEALAND

-

Fconomicj

the Electricity industry transitions from
basic service to commercial product

Rising Electricity prices

Privation and profit maximisation

Unequal
Market Failures —<
The way for priced

Negative

Concenquences

Environment

Infrastructure

Social Inequality Affordability

Short of social policies Unequal

Lack of regulatory meansures Sustainable increase in price
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\7 CONCLUSION - RECOMMENDATIONS TOWARDS A BETTER .
ELECTRICITY MARKET IN NEW ZEALAND

Regulation

' Upgrade outdated Equipment
Inclusion and equity =~ Government Retail Arm Efficiency of Generation L e

. o _ Regulated maintenance
Transmission & Distribution Public investments

i

Recommendations TR
Market Cap Mandate |
;' Dependency on Hydro
l Price Volatilty  Disasters
Controls based on indices of average income .
I Invest in Tidal Wave
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1.Dam Watch (n.d.). https://damwatch.co.nz/services/dam _safety.php

2.Stevens, C. & Chiswell, S. (2007) Ocean currents and tides: Tides. Te Ara: The Encyclopedia of New Zealand
3. Ecotricity. (n.d.). https://ecotricity.co.nz/tidal-energy-in-nz-is-it-a-viable-source-of-generation


https://www.teara.govt.nz/EarthSeaAndSky/OceanStudyAndConservation/OceanCurrentsAndTides/2/en
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