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Disclaimer 
 
The data, analysis and assessments included in this report are based on the best 
information available at the date of publication and the information is believed to be 
accurate at the time of writing. Green Energy Markets does not in any way guarantee the 
accuracy of any information or data contained in this report and accepts no responsibility 
for any loss, injury or inconvenience sustained by any users of this report or in relation to 
any information or data contained in this report. 
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Executive Summary 
 
 
This report has been prepared for the REC Agents Association by Green Energy Markets 
and reviews the development of Australia’s solar industry and the role that the Small-
scale Renewable Energy Scheme has played.  
 
The REC Agents Association (RAA) is a national industry association which represents 
companies that create and trade in renewable energy certificates under the Renewable 
Energy Target. 
 
The Small-scale Renewable Energy Scheme (SRES) operates as part of the Renewable 
Energy Target, the other component being the Large-scale Renewable Energy Target. 
The SRES is the key policy mechanism supporting the residential and commercial solar 
industry in Australia. It has successfully supported the growth of solar in Australia, where 
it has been embraced by Australian families and makes a material contribution to 
meeting our energy needs. 
 
Key dimensions of Australia’s solar industry: 
 More than 1.1 million solar panel PV systems have been installed in Australia. This 

means that 13 per cent of homes have a solar PV system and 3 million Australians 
live in a house that has solar panels on its roof;  
 

 More than 760,000 solar water heater (SWH) systems have been installed in 
Australia representing nearly 9 per cent of total homes; 
 

 There are a combined 1.86 million solar systems (PV and SWH) installed in 
Australia – accounting for more than 21 per cent of homes. Australians have 
embraced solar with more than one in five homes in Australia having a solar system; 
 

 1038 megawatts (MW) of solar PV was installed in 2012 which makes Australia the 
seventh largest market in the world, accounting for 3.5 per cent of global installed 
capacity in 2012; 
 

 Energy supplied by Solar PV and SWH systems resulted in a 2.2 per cent reduction 
in Australia’s electricity consumption in 2012; and 
 

 More than 18,450 people were employed in Australia’s solar industry in 2012 across 
more than 4300 businesses, predominantly small and medium sized enterprises. 
Solar accounted for 76 per cent of employment across the wider renewables 
industry of 24,300. 

 

The level of activity in the residential solar industry may well have peaked. The industry 
is now going through a consolidation process and faces a number of challenges. Key 
findings of this report are: 
 
 The level of solar installations is falling as government support for solar has been 

progressively unwound. Installed  PV capacity in 2013 is expected to be 800 MW, a 
22 per cent reduction on 2012 levels; 
 

 The level of employment in the solar PV industry is expected to decline by 3,400 
people as the level of installed capacity reduces; 
 

 The SRES scheme seems to be working as was initially intended. The initial 
oversupply of renewable energy certificates is being progressively absorbed and 
certificate prices are moving closer to the $40 clearing house price; 
 

 The contribution of small-scale solar to energy supply is seen as a demand 
reduction and its contribution is expected to increase to 3.5 per cent of total demand 
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by 2016. Another way to look at this is that solar is contributing to more than a 0.4% 
reduction in electricity consumption each year; 
 

 The cost passed through to consumers for the SRES is expected to amount to only 
1.3 per cent of a customer’s bill. However once we allow for solar’s positive impact 
on reducing wholesale prices  the increase in household electricity bills is only one 
third of this - only 0.3 per cent or $1.90 increase on a typical quarterly electricity bill; 
and 
 

 Solar provides competitive pressure to network investment and fossil fuel electricity 
generation and protects customers against future rises in gas prices and network 
investments. 

 
The future of the residential solar market in Australia may depend on finding new ways of 
refinancing the cost to customers, tax changes to make solar leasing more attractive and 
finding new markets, such as renters and low income earners. 
 
The Government’s Million Solar Roofs program has the potential to help low income 
earners reduce their power bills by installing solar, as well as potentially helping renters 
access solar.  The Million Solar Roofs program, if successfully implemented, may 
stabilise demand for residential solar through to 2020.  
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The AEMC released a report in March 2013 on possible future electricity price 
movements. On the basis of a national average, including carbon price, residential 
electricity prices were expected to increase from 25.9 cents/kWh in 2011/2 to 31.3 
cents/kWh in 2014/15 (Figure 5.1).  
 
Of particular interest is the breakdown of the total electricity cost into its different 
components, including the cost pass-through of meeting the requirements of the SRES 
and LRET. The AEMC slightly understates the cost of the SRES from 2012/13 due to 
their use of a lower non-binding STC target. 
 
The SRES cost pass-through by electricity retailers to customers is only one part of the 
equation and to determine the total cost impact on customers we need to account for the 
reduction in the wholesale price that is caused by the reduction in demand caused by 
solar. By reducing electricity demand higher cost fossil fuel generators do not need to be 
dispatched which means that the wholesale power price paid by all customers is lower. 
As an example, the AEMC project that the wholesale price will fall from 9.7 cents/kWh in 
2011/12 to 8.5 cents/kWh by 2013/14. This is a reduction of 1.2 cents/kWh or 12 per 
cent. A component of the price reduction will be as a result of the reduction in electricity 
demand caused by solar PV and SWH supported by the SRES. 
 
SKM undertook extensive modelling of the cost impart of the Renewable Energy Target 
(RET) for the Climate Change Authority in December 20121 and found that wholesale 
prices could be up to $7.90/ MWh lower to 2022 due to the impact of the RET (refer to 
Figure 5.2). The average over the modelling period was $6.70/MWh.  
 

 
Extract from SKM Report, Page 5 

 
 
Figure 5.2  Extract from Climate Change Authority Report on RET Review 

 
                                                      
1 SKM – Modelling the Renewable Energy Target for the Climate Change Authority, December 2012 
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The SRES is estimated to account for 40 per cent of the total RET impact from 2012 to 
2020 and as result might account for an average reduction in wholesale prices of 
$2.70/MWh. This is equivalent to 0.27 cents/kWh or 71 per cent of the cost pass-through 
impact.  
 
Once we allow for the positive wholesale impacts, the real impact on residential prices of 
the SRES is less than one-third of the cost pass-through component and results in an 
increase in household electricity bills of only 0.11 cents/kWh equivalent to 0.3 per cent or 
$1.90 increase on a typical quarterly electricity bill. 
 
The reduction in energy demand also reduces the pressure on network investment and 
we would expect that less investment will be required in distribution and transmission 
investment over time. Regulated transmission and distribution account for half of the 
delivered cost of electricity to households (Figure 5.1). These costs have blown out 
dramatically over the last five years with unprecedented levels of investment. This has 
been the key reason for the electricity price pain endured by households and businesses, 
not the cost of the RET that have been claimed by some commentators. 
 
There has been considerable concern that domestic gas supplies may not be sufficient in 
the short term and that prices will increase dramatically as we align with international 
liquid natural gas (LNG) prices.  
 
Due to higher gas prices and potential gas shortages in some states, we can expect that 
gas will be diverted from the power generation market increasing prices (and the 
emission intensity) of our electricity. Gas supplied 12.5 per cent of electricity in the 
National Electricity Market (interconnected south east Australian market, excluding 
Western Australia and the Northern Territory) in 2012, so the impact could be material.  
 
The reduction in demand caused by the SRES creates some protection for electricity 
consumers so that higher-priced gas will not necessarily equate to higher-priced 
electricity.  
 
Distributed energy such as solar PV and SWH provide competitive pressure to network 
investment and fossil fuel electricity generation. As a result they will need to play an 
increasingly important role in protecting customers against future rises in these – the 
most significant segments of a customers’ bill2. 
 

 
 
 
  

                                                      
2 According to the AEMC (Figure 5.1) regulated networks account for 50 per cent of a customer’s bill 
and wholesale energy accounts for 30 per cent. 
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7. Employment in Australia’s solar industry 
 
According to the Clean Energy Council more than 24,300 people are employed in the 
renewables industry in Australia (Figure 7.1). The solar industry (solar PV, solar thermal, 
and SWH) accounted for 18,450 jobs or 76 per cent of total renewables employment. 
The solar PV industry employed 17,000 people with the SWH and Solar thermal 
industries employing an additional 1450. 
 
Employment in solar PV has grown dramatically over time as the level of installed 
capacity has increased. It is estimated that more than 4200 businesses were involved in 
the solar PV industry in 20125, predominantly small and medium sized enterprises. 
 
Figure 7.1  Employment in Australia’s renewable energy industry in 2012 
        Extract from the Clean Energy Council’s Clean Energy Australia Report 2012 

 
The contraction in the small-scale solar PV industry in 2013 will see a 22 per cent 
reduction in installed capacity from over 1024 MW to 800 MW. The 22 per cent reduction 
in capacity in 2013 is expected to result in more than a 20 per cent reduction in solar PV 
jobs from 17,000 to 13,600, a loss of 3,400 jobs.  
 
  

                                                      
5 SolarBusinesssServices report for clients 
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8. Notes on the Analysis 
 
 Data on certificate creation and systems creating certificates has been sourced from 

the REC-Registry 
 Data on actual installations has been sourced from the Postcode data that is 

released regularly by the Clean Energy Regulator 
 There are lags in the creation of certificates whereby it might take several months 

from the date of installation for the certificates to be created 
 Not all solar systems installed create certificates. The SWH market in particular 

sees 10 to 15 per cent of systems fail to create certificates6. 
 STC prices used in developing cost impacts are based on the average spot prices in 

2012 and 2013 (to end October) and $38.50 for 2014 onwards. 
 

                                                      
6 Green Energy Markets – STC Data Modelling Report for Clean Energy Regulator (February 2013) 


