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This response has been informed by VCOSS’s ongoing work with members of the Essential Services Working Group and the National Consumers’ Roundtable on Energy. However this document represents the opinion of VCOSS alone.

The Victorian Council of Social Service (VCOSS) has served Victorians as the peak independent coordinating body of the social and community services sector for over 60 years. VCOSS raises awareness of the existence, causes and effects of poverty and inequality and advocates for the development of a sustainable, fair and equitable society. As well as promoting the wellbeing of those experiencing disadvantage and contributing to initiatives seeking to create a more just society, VCOSS also provides a strong, non-political voice for the community sector.

VCOSS works together with its members on issues of poverty and inequality and seeks to ensure that community resources and services are accessible and affordable. VCOSS promotes community participation and strengthening the value of citizenship in our community. VCOSS advocates on behalf of disadvantaged Victorians through:

· policy development and analysis;

· direct advocacy to government;

· evidence based research;

· reports, media releases and submissions;

· an annual State budget submission; and

· strengthening the community sector with collaborative initiatives and by providing a range of services to member organisations.

VCOSS commends the Victorian Government on developing a number of initiatives to address climate change; especially moves to encourage growth in renewable energy and measures to reduce greenhouse emissions. We believe that an energy efficiency target scheme could potentially reduce both greenhouse emissions and the incidence and severity of fuel poverty.

We appreciate the opportunity to comment on the Victorian Energy Efficiency Target (VEET) issues paper. Our overwhelming concern is the opportunities for and impacts on disadvantaged and vulnerable households, so our comments are largely confined to elements of the scheme relevant to this concern. Lack of comment on other aspects of the scheme does not indicate support for them.

Barriers to the uptake of energy efficient opportunities

The list of barriers given in Table 1 is quite comprehensive, but omits a hugely significant barrier that low-income households face: the lack of financial resources to purchase energy-efficient appliances or supplementary goods like insulation. Even when improvements would have a short payback period, low-income households cannot afford the upfront cost, so they end up paying and using more than they otherwise would.

Scheme objectives

The three objectives listed are appropriate, but we recommend amending the third one thus: “reduce total energy costs for Victorian households (especially disadvantaged and vulnerable households) and businesses.”  This will properly address the financial barrier mentioned above and ensure that the scheme will actively address the needs of low-income households. It will also help the scheme to be more clearly integrated with the other measures taken by the government to address fuel poverty.

Coverage

VCOSS supports the encouragement of energy efficiency to address greenhouse emissions. We also support measures that will assist households to reduce their usage: our work on fuel poverty and utilities stress has shown that unnecessary overconsumption is a significant contributor to hardship among disadvantaged and vulnerable households (this does not deny the significance of other factors such as price, illness, and retailers’ debt collection and credit management procedures).

However it must be recognised that:

a) there are limits to the magnitude of savings able to be achieved by households (especially those who already underconsume); and

b) the potential for businesses to use energy more efficiently is often undermined by poor financial incentives.

We agree that the diversity of businesses and their different energy needs present challenges for developing efficiency targets or thresholds. However, given the well-documented costs of climate change to the whole community, and the identified medium term economic growth from emissions reduction,
 we believe that the benefits of including small and medium businesses in the scheme outweigh the disadvantages.

Thus VCOSS recommends that the necessary groundwork and piloting (if appropriate) be undertaken during the first stage of the scheme (two to three years) so that small and medium businesses can be included following the first review period.

Priority groups

VCOSS believes that, in line with the Government’s commitment to addressing fuel poverty and utilities stress, the VEET scheme should include specific targets for priority groups. We note that the Energy Efficiency Commitment Scheme in the UK requires 50 per cent of total energy savings to be a gained in low-income households group; analysis of outcomes for the first phase of the program indicates that this type of target is well achievable.

We suggest a more sophisticated approach that recognises three distinct but overlapping indicators of fuel vulnerability: low-income households, large households, and tenants. We acknowledge the difficulties inherent in any kind of intervention in the private rental market, and believe that a program such as VEET may be an appropriate way to improve the thermal efficiency of low-income households’ dwellings without confronting the delicate issue of investing public money in private landlords’ assets. Certainly many of our member agencies report that much low-cost private rental housing is in need of efficiency upgrades.

But while addressing this with the VEET is an important step, low-income tenants will continue to face significant barriers to both energy efficiency and basic amenity unless a broader approach to addressing the thermal efficiency of rental housing is implemented. For this reason  VCOSS continues to advocate for minimum thermal efficiency standards for private rental housing. 

Relevant entities

All energy retailers should be relevant entities. The growing significance of climate change and the overwhelming contribution of energy generation and use to greenhouse emissions make it imperative that all market participants share the responsibility for abatement. Excluding smaller retailers from the scheme will also disadvantage their customers (because they will not have access to the same degree of energy efficiency assistance as customers of larger retailers) and, by placing different obligations on different retailers, distort the competitive retail energy market. Conversely, making all retailers relevant entities will additionally align VEET with the new hardship policies legislation that requires all retailers to offer energy audits and assistance with replacement of inefficient appliances.

Eligible implementers

VCOSS supports having a range of implementers included in the scheme, such as those listed in the issues paper. Having real estate agents as implementers could partially address energy efficiency barriers for tenants; however because property management is a marginal business function for most estate agents, we would expect this to fall well short of its potential.

We also suggest that community organisations could be effective implementers. Some agencies (such as Kildonan Child and Family Services) already have extensive experience and effective programs assisting disadvantaged households with energy efficiency. If community organisations are to be included, the accreditation process must take account of their not-for-profit nature and constrained financial resources.

Eligible activities

We agree with the proposed list of eligible activities, but suggest that energy audits and educative programs be included if possible. The experience of community organisations undertaking energy audits demonstrates that substantial efficiencies can be gained in most households even when capital upgrades are not possible
 (notwithstanding the considerable improvements that capital upgrades can make in many situations). We recognise that there could be difficulties in estimating savings from audits, but consider that the accuracy of estimates based on analyses of the documented results of existing programs would not differ markedly from that of savings attributed to material improvements such as appliance upgrades and building modifications (owing to usage variability).

Additionality

While we recognise it as a crucial issue, VCOSS does not have the expertise to comment in any detail on additionality. However, we note that since research has shown that households and businesses do not consistently exhibit economically rational decision-making with regard to energy efficiency,
 financial additionality may be an inappropriate measure.

Administration

We support the separation of administration and policy oversight of the scheme, and concur with the suggestion in the issues paper of the Essential Services Commission as the most appropriate administrator. Policy oversight should involve areas of government responsible for energy, sustainability and climate change and engage comprehensively with a range of stakeholders including environmental and consumer groups.

Review of the Scheme

VCOSS suggests that two or three years is an appropriate time interval for the first review. Among other things, the review should consider the appropriateness and accuracy of deemed savings, the appropriateness of the various eligible implementers, the degree of additionality achieved, the degree to which identified barriers were overcome, the geo-spatial distribution of activities, and the success of individual entities and the scheme overall in meeting priority group targets. Additionally, given the significance of inefficiency as a factor in fuel poverty and utilities stress, the review should assess the extent to which the scheme has impacted the incidence of energy-related hardship in the community.

Conclusion

VCOSS appreciates the opportunity to participate in the development of the VEET scheme and looks forward to further involvement.

If you have any questions about this submission please contact Dean Lombard at VCOSS on 9654 5050 or at dean.lombard@vcoss.org.au.
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