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Summary

This submission relates to the experience and causes of ‘fuel poverty’.  Over time various reports and research has established that ‘fuel poverty’ arises as a result of an intersection of inadequate income; poor thermal efficiency of housing; inefficient appliances; and usage needs (life cycle stage).  Therefore a range of polices impact upon it, and could be used to alleviate it. It is well understood, at least in Victoria, that government income security measures are undermined by the policies and practices of utilities in their delivery of essential gas and electricity services. Further that government as providers of public housing and private rental assistance also frequently undermine income security by maintaining poor quality housing and appliances in the former instance, and by failing to ensure minimum housing/appliance standards in the private rental market in the later, ensuring tenants contribute a larger than reasonable proportion of their income on these services.  The introduction of competition into electricity and gas at the household level needs to be reviewed as the trends in other deregulated essential services and assessment of deregulated energy market structures and consumer protection frameworks shows a likelihood of the fuel poverty being assigned to expensive residual markets that exacerbates their poverty rather than providing relief.

This submission provides as attachments a number of reports that go into detail regarding

· Residual markets

· Electricity de-regulation in Victoria.

We do not feel that is necessary to reproduce the arguments and findings contained in them. The reports are as follows:

1. Paying Too Much: Redlining, Economic Discrimination and Essential Services. Produced by the Energy Action Group and the Footscray Community Legal Centre. This report examines electricity, banking and telecommunications

http://home.vicnet.net.au/~eag1/payingtoomuch.pdf
2. From Universal Service to No Service: The Redlining of Vulnerable Electricity Customers In Victoria, Produced by the Energy Action Group

http://home.vicnet.net.au/~eag1/report.pdf
http://home.vicnet.net.au/~eag1/cover.pdf
3. Provider of Last Resort: Can Vulnerable Electricity Customers be Protected in De-regulated Electricity Markets? Produced by the Energy Action Group

http://home.vicnet.net.au/~eag1/POLR.htm

4. Second Class Customers: Pre-Payment Meters, the Fuel Poor and Discrimination,  A submission to the NSW Ministry of Energy and Utilities Consultation on the Proposed Market Operations Rule on Prepayment Metering.
AIMS & OBJECTIVES of EAG

· Act as a monitor for the public interest;

· Advocate the energy and water needs of domestic and small business users, with emphasis on low income households;

· Advocate for a stronger, more meaningful, open and accountable regulatory system;

· Advocate for real consumer participation in the regulatory system;

· Promote environmentally sustainable solutions to energy problems

BRIEF HISTORY of EAG

A group concerned about the energy needs of low income people starting meeting at the Victorian Council of Social Service (VCOSS) in the mid to late 1970s. This occurred in response to the poor customer practices of the former State Electricity Commission of Victoria (SECV). This group became the SEC Action Group in 1977 after receiving a seeding grant from the VCOSS. The primary mission of the organisation at this point was to see a prohibition on disconnection on the basis of inability to pay. Shortly after the members decided that it needed to include gas as a part of its activities, and changed the name of the organisation to the Energy Action Group. The former SEC and Gas and Fuel Corporation (GFC) were frequently embarrassed by the exposure they received as a result of the EAG’s activities. 

The group received state government recurrent funding in 1982. For the next years the EAG was able to handle customer complaints, advise Government and non-government organisations, and of course deal directly with the SECV and GFC. EAG was involved in the establishment of the initial customer charter, through the Domestic Energy Consumers’ Consultative committee that operated in the late 1980s and early 1990s. EAG had significant input into the development of state concessions and design of bills,. making the bills easier to understand and more meaningful. The use of security deposits was curtailed. A Home Energy Advisory Scheme was established to advise households on how to conserve and manage their energy consumption.

One of the finest achievements of the organisation in this time was to broker an agreement with the SECV and GFC to have 50,000 instantaneous hot water services removed and replaced at no cost to the customer or landlord with gas units. Unfortunately, this deal was rejected by the incoming Kennett Government in 1992. 

In 1993 the Energy Action Group was de-funded by the State Coalition Government. Since that time it has relied on membership, donations and small grants and consulting fees. The focus has been on addressing the issues that arise out of the restructuring of the electricity and gas industries. Much effort as been concentrated on the regulatory regimes.
Background

In the current period, access to electricity is widely regarded as a ‘right’ in many western countries (Ernst 1994, Zajac 1996). Australia is not exceptional in this regard. The claim of right made today is usually centred on broader human rights principles and gains its legitimacy from the socio-economic rights expressed in the Universal Declaration of Human Rights. This designation of the provision of electricity formally as a ‘right’- in terms of being a  ‘human’ right - however, is relatively recent. There is little room for argument about the improved amenity afforded by domestic electrification but the growth in its stature as an essential service and as a ‘right’ in part reflects the increasing penetration of electricity into domestic life and the decline of alternative means of heating, cooking and lighting. That is, the greater the monopoly of this form of energy (over materials such as wood), the more it as assumed the role of ‘essential’ service.

The notion that utilities have special obligations is based in historical fact (Taggart 1995). Taggart argues the statutory obligations of utilities have their origins in the UK common law doctrines of ‘common callings’, Hale’s principle of a ‘business affected with a public interest’, and the doctrine of ‘prime necessity’. In essence these common law doctrines place obligations on private businesses that have a public role to ensure that they (usually as common carriers) deliver their services at a fair price and do not discriminate.  As the ‘prime necessities’ doctrine suggests, there was a view that certain services are essential and must be guaranteed. These ancient obligations were held by courts, even into the nineteenth century to over-ride private property rights. While statutory duties effectively put these ancient rights to bed in the UK and Australia, they continue to have currency within the popular understanding of the role of these services. These doctrines still strongly inform US public utility regulation, and have been used in a number of important NZ legal cases (Taggart 1995).

Victoria is in a fairly unique situation in that it has had specialist energy advocacy and research bodies since the late 1970s. As a result it has considerable expertise and a small but commendable body of work on which to base with which to undertaken analysis. The work of the Centre for Urban Research and Action (CURA), and the Energy Action Group (EAG) in the 1970s and 1980s lead to significant tariff reform, codification of the rights and responsibilities of utilities and customers, the establishment of the Home Energy Advisory Scheme (which undertook retrofits); setting of appliance standards; uniform concessions program, and the provision of energy related emergency grants. 

Over time various reports (Kiers 1983?, Backman et al 1987, Crossley et al, Date Rate Working Party 1991, Deasey  and Montero  1983, Kymantis  1986, Mills  1988, Neilson  c2001, Dept of Industry, Technology and Resources 1985) established that ‘fuel poverty’ arises as a result of an intersection of inadequate income;  poor thermal efficiency of housing; inefficient appliances; and needs (life cycle stage).  As Nielson (c2001) said people experiencing fuel poverty “face an array of difficulties, but the continuous grind of paying for food, clothing, housing and utility bills often becomes most oppressive…these people are not isolated cases but a category of people who intermittently and sometime chronically struggle to meet basic expenses” (Nielson c2001:3). The fundamental mismatch between income and expenditure means that even very small changes in circumstances or charges can precipitate a minor crisis capable of cascading into major crisis. For example, the unexpected requirement to buy medicines can lead to choices between paying the electricity account or buying food for the children. Given that food is the more immediate need, the household then typically pays the penalty of disconnection and costs of being reconnected. 

Utilities attract attention not simply because they are regarded as ‘essential services’ but because in themselves they are capable of generating significant inequity and disadvantage. The electricity system, as it connects and collects payment from virtually every household and firm, is a quasi-taxation system that has been in practice, regressive. As a service, whether monopoly or market, it has a profound capacity to transfer wealth between customer classes and between customers within each class. 

Old age pensioners have campaigned longest in Victoria for ‘fuel security’ and indeed are the earliest beneficiaries of state intervention on the issue – with free firewood being issued by local government for decades up to the mid 1980s! Pensioners recognised as did the unemployed during the Great Depression that electricity prices and price structures are basically set in relation to the basic (male) wage. Pensioners, those with disabilities and women headed households – not only had a lesser capacity to pay but also have greater need. This has not changed but the number of working households – under pressure from the deregulated job market and increasing housing costs is increasing the number that are joining the ranks of those experiencing ‘fuel poverty’. 

When the Energy Action Group produced Fuel Poverty in Victoria in 1983 they highlighted the extent to which fuel poverty is the product of poor housing and poor appliances. Whilst it easy to imagine the dark, cold and damp terraces of inner suburbs like Fitzroy before gentrification it needs to be remembered that poor design and quality of housing is currently under construction on the fringes of major urban centres. These houses are becoming notorious for their complete lack of eaves, full west facing windows and general lack of thermal efficiency.  Home ownership provides distinct advantages but does not provide impunity from fuel poverty. Evidence exists that age pensioners, whom a high percentage own their homes outright and who do not feature in large numbers amongst those who are disconnected or seeking financial assistance/counselling, engage not only self-restriction, foregoing heating in winter (Sharam, forthcoming) but also cut back on vital food intake (Lawrence 2002). They do this to avoid the embarrassment of debt and disconnection. Tenants are severely disadvantaged having little or no control over quality of housing and appliances. It is arguable that low-income tenants have little choice in their housing choice. The split incentive between landlord and tenants results in cheap infrastructure that is expensive to run. If landlords were to bear the costs of their investment choices they would alter. There has been a chronic reluctance on the part of government to address housing quality in the rental sector despite, in Victoria at least, the state and the utilities traditionally providing some compensation for this through utility related social programs. Since deregulation however, this compensation has diminished greatly. 

CURA (1983) pointed out that the income security measures of government – both the income payments made by the Commonwealth and the utility concessions programs and emergency relief programs of state government are undermined by utility policies and practices that increase the cost of living. Permitting regressive pricing structures, and allowing households to be locked into unnecessary but unavoidable consumption undoes the some of the benefits of income support. Utilities traditionally have seen no problem in engaging in punitive debt recovery. For a while in Victoria a ‘whole of government’ approach was taken. In the 1980s the Cain government took very commendable action in regularising concessions (having developed an appreciation of the impacts on the health budget of self-restriction by the elderly), establishing a major retrofit program to fix poor housing and appliances
. in undertaking tariff reform, creating a energy relief grant scheme, and ensuring resourced user representation in policy making. By the early 1990s a virtual non-disconnection policy existed based on these reforms and the availability of emergency relief funds. Since the election of the Kennett government in 1992, most of these reforms have been scrapped or undermined.

No government in Australia today currently has a fuel poverty strategy.

Market reform

The introduction of competition to the household level for gas and electricity in a number of states was undertaken with no evidence to support the contention that markets would deliver benefits to households let alone disadvantaged households (Sharam 2003 forthcoming). There little research at the present time to determine what is the impact of the electricity and gas market on disadvantaged customers (Sharam 2003 being the major exception). However, exploration of the market structures and consumer protection framework in Victoria reveals that customers experiencing fuel poverty are likely to be assigned to expensive residual markets.  This would appear to be the trend in other essential service areas that have been deregulated such as banking and telecommunications.
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� The Home Energy Advisory Service focused not only on housing stock but also on usage and implementing behavioural changes for consumers without reducing comfort.
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