
Lessons from Australian National Electricity 
Market: How much liberalisation is possible, 
how much regulation is needed? 
 Iain MacGill 

Associate Professor, School of Electrical 
Engineering and Telecommunications 
Joint Director (Engineering), CEEM 
 

Inaugural CEE Conference 
ZHAW - Zurich 
13 September 2017 



The lessons up front 
 How much liberalisation is possible? 
 almost certainly more than is wise 

 
 How much regulation is needed? 
 seemingly ever more 

2 NEM lessons for liberalisation and regulation 



Has the Australian NEM undergone? 
 Restructuring 
 Reform 
 Privatisation 
 Deregulation 
 The introduction of competition 

 
 Liberalisation? 

3 NEM lessons for liberalisation and regulation 



..or all of the above? 

 

NEM lessons for liberalisation and regulation 4 (World Bank 2006) 



Australia far from alone in restructuring 

 

NEM lessons for liberalisation and regulation 5 

(IEA, 2016) 



.. However, some relevant aspects 
 Energy only market design  

– 5/30 minute zonal pricing, no day ahead market, no physical 
bilateral contracting 

– High regional variable renewable penetrations 
– High regional hydro penetrations 

 A range of renewable policy support mechanisms from 
different level jurisdictions  
– green certificate, feed-in tariffs, tenders 

 World leading retail competition 
– .. and the world’s highest per-capita residential PV penetration 

 Growing resource adequacy, market power, 
renewable integration concerns 
 
 

6 NEM lessons for liberalisation and regulation 



The NEM – a single near-national market 

 

NEM lessons for liberalisation and regulation 7 (Finkel Review, 2017) 



Significant  
regional  
variations 

NEM lessons for liberalisation and regulation 8 (AER, 2017) 



Wholesale prices 

 

9 NEM lessons for liberalisation and regulation 

(AER, 2017) 



The Australian Renewable Energy Target 

 

10 NEM lessons for liberalisation and regulation (Clean Energy Regulator, 2017) 



Market driven investment, and divestment 

 

NEM lessons for liberalisation and regulation 11 (AER, 2017) 



Renewables generation, penetrations 

 

NEM lessons for liberalisation and regulation 12 (AER, 2017) 



 Little focus on energy services 
– “… an important reason there is 

effective competition in Victoria is .. 
because the provision of energy is 
viewed as a homogenous, low 
engagement service“  (AEMC, 2008) 

 Although now seeing some more 
innovative offerings 

 Current measures of competition 
miss key issues 

– Yes, NEM high switching rates – but 
real customer choice or just churn? 

– Yes, NEM price spreads – but reflect 
competition, stickiness, or govt policy? 

 Although welcome new focus 
on customer engagement and 
demand side participation 
 
 

(Accenture, 2013) 

Do we have a ‘real’ 
retail electricity market? 

NEM lessons for liberalisation and regulation 14 



Household PV  

 

15 NEM lessons for liberalisation and regulation 

(Finkel Review, 2017) 



Where next? 

 

NEM 
lessons 

 

 
 

 

16 



Choose any two?  …. You may get none 

 

17 NEM lessons for liberalisation and regulation 



Tasmania’s basslink  
failure 

 

19 NEM lessons for liberalisation and regulation 



SA blackout – 
Was it wind? 

 A complex question 
 

 Electricity industry run 
to remain secure, 
major failures almost 
always involve multiple 
factors 

20 NEM lessons for liberalisation and regulation 



Resource adequacy tightening 

 

NEM lessons for liberalisation and regulation 21 

(Grattan Institute, 2017) 



Market operator concerns 

 

NEM lessons for liberalisation and regulation 24 

(AEMO, 2017) 



Market prices 

 

25 NEM lessons for liberalisation and regulation 

(Grattan Institute, 2017) 



… and volatility 

 

NEM lessons for liberalisation and regulation 26 (AER, 2017) 



Retail pricing – does this look like success? 

 

NEM lessons for liberalisation and regulation 27 (AER, 2017) 



RET – inadequate target, high costs 

 Estimated 23% renewables penetration by 2020, 
then falling to 2030 

28 NEM lessons for liberalisation and regulation (AER, 2017) 



State  
targets 

29 NEM lessons for liberalisation and regulation (Climate Council, 2017) 



… and associated 
tenders 

 

30 NEM lessons for liberalisation and regulation (Climate Council, 2017) 

(reneweconomy, 2017) 



RET or tenders - focus on cost or value? 

 

31 NEM lessons for liberalisation and regulation 



Australian households  

 

32 NEM lessons for liberalisation and regulation (reneweconomy, 2017) 



Where next? 
"The best way to predict your future is to create it!" 
       Abraham Lincoln 

 
 
“It depends…”  
 
 
 

33 NEM 
lessons 

 

 
 

 



34 NEM lessons for liberalisation and regulation 

Many of our publications are available at: 
www.ceem.unsw.edu.au   

Thank you…  and questions 

http://www.ceem.unsw.edu.au/
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