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preface
growing imperative,
rising response
Efficiency is increasingly an
imperative
Energy prices are attracting intense public and political
attention at present, particularly given the introduction of
carbon pricing and enormous ongoing investment in
energy networks. Businesses are not immune to rising
prices that have beset households, as Ai Group’s Energy
Shock: Pressure Mounts for Efficiency Action shows.
Most businesses see energy as a big expense, but not all
businesses are equally exposed. For many businesses who
feel the pinch of rising energy prices, the intensity of other
even more urgent costs and pressures can make it hard to
devote time and capital to energy issues.
For businesses at the higher end of energy intensity,
energy prices are a core issue and reducing energy costs
merits significant investment.
As prices have risen, more businesses have slipped into the
category of higher energy spending, where carbon price
impacts are also more keenly felt. Challenging conditions
for many non-resource businesses are likely squeezing
revenue and profit margins, further intensifying the
significance of energy costs.
This trend can be expected to continue in light of both
carbon and other looming pressures on energy prices,
including rising network costs.
In the face of rising energy prices, many businesses can
contain the resulting costs through greater efficiency in the
use of energy – and business action on this front is
growing.

Action is intensifying
Previous Ai Group research showed that in the five years
to 2010, two thirds of businesses had made no or
negligible improvement in their energy efficiency. Our
latest results indicate broader, deeper action on efficiency
over the past three years. Three quarters of business now
report that they have taken or are planning actions to
improve efficiency, though much of this activity is
preparatory or investigative.
Energy efficiency savings achieved recently are stronger
than those outlined in previous research, and are growing
more ambitious over time. Only a third of respondents
reported minimal recent improvements, with another third
achieving between 1 and 5 per cent reduction in energy
used to produce each unit of revenue. The remainder are
doing even better. The perceived strength of motivations
to improve efficiency is increasing across the board, with
high energy prices, cost control and carbon pricing widely
seen as strong drivers for efficiency improvement.
Many businesses can make even greater efficiency gains.
Following through on investigative work with large
investments would make much greater savings possible.
However, this is easier said than done. In many businesses
the necessary capital is either not available or reserved for
other purposes.
The last few years have seen a proliferation of government
policies intended to overcome barriers to and support
business energy efficiency improvement. More are under
development. These may be having a significant effect. Yet
the survey also suggests that without much closer
coordination with business, many of these policies risk
being seen as irrelevant, and will fail to reach much of their
potential market.
This report was prepared with the support of the Victorian
Department of Business and Innovation, Sustainability
Victoria, the Victorian Government’s Industry Sustainability
Working Committee and the Commonwealth Department
of Climate Change and Energy Efficiency. While the views
within are Ai Group’s, we hope this work can help
policymakers target their efforts better at the needs of
businesses under energy price pressure.

Innes Willox
Chief Executive
Australian Industry Group
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executive summary
KEY FINDINGS
1.
2.
3.

4.

5.
6.
7.

An increasing share of business effort is being directed towards energy efficiency improvement, and
pressures are mounting to do even more.
However, to date most efficiency improvements have been modest, indicating that business capital for
investment is either not available or is largely reserved for other purposes.
While a growing number of businesses are taking action to improve their energy efficiency, most are
looking for quick wins and would only consider an energy efficiency project where the expected payback
period was less than three years.
Reflecting this, the most popular energy efficiency activities included changing staff practices to
encourage energy efficiency and identifying major areas of high energy use in the business (nearly 50
per cent of respondents each).
The biggest drivers for efficiency action were concerns about energy prices and the desire to maintain or
enhance business profit margins.
The anticipated introduction of carbon pricing was also a strongly cited motivation for future energy
actions.
Many government policies to support efficiency are in place or under consideration; however, results
suggest uptake would be greater if industry was more closely engaged in development and roll-out.

This report highlights key findings of an Australian Industry Group (Ai Group) business energy efficiency survey conducted
in April and May 2012, targeted at all states and sectors and using both an internet-based and a hard-copy questionnaire.
There were 319 respondents to the survey and these respondents were representative of the sectoral share of national
energy use and state business counts.

business energy use
1

Consistent with findings of previous Ai Group surveys, for about a quarter of businesses energy expenses (electricity, gas
and other fuels) account for a high share of costs. This survey found that, on average, 27 per cent of respondents spent the
equivalent of more than 2 per cent of their sales revenue on energy, while only 7 per cent of respondents spent the
equivalent of more than 5 per cent of their sales revenue on energy. Forty-six per cent of businesses reported an energy
spend of less than 1 per cent of their turnover, and 73 per cent of respondents spent 2 per cent or less.
Business expenditure on energy as a percentage of turnover did, however, increase between 2008 and 2011. External data
would suggest that this is most likely because energy prices are rising and turnover has been negatively impacted for some
businesses by difficult economic conditions outside the resource sector, rather than because businesses are using more
energy.
Certainly, many businesses are feeling the squeeze. Most respondents described energy costs as comprising a significant
portion of total business expenditure. There were also indications that a change was in the wind with an increasing number
of businesses planning on taking steps to manage their energy costs and enhance their energy efficiency. The imperative to
improve energy efficiency will likely continue to grow as energy prices continue to rise and Ai Group will be ready to help
businesses meet this challenge.
Businesses in New South Wales and South Australia appeared to be feeling energy cost increases more strongly than those
in other states, while businesses from Queensland were feeling the squeeze the least. In line with this finding, a recurring
theme throughout the survey was that businesses from NSW and SA were the most proactive in managing energy costs
and exploring opportunities to improve energy efficiency, while businesses from Queensland were the least proactive in
this regard.
Businesses from regional areas also spent slightly more of their revenue on energy (2.6 per cent of turnover in 2011) than
businesses from metropolitan areas (1.4 per cent of turnover in 2011), and were about 20 per cent more likely than
businesses from metropolitan areas to assess energy costs as being the most significant or a a major expense for their

1
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See Ai Group, Energy shock: confronting higher prices (February 2011) [www.aigroup.com.au/policy/reports]
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business. However, regional businesses were no more likely than businesses from metropolitan areas to be proactively
managing their energy costs or exploring opportunities to improve energy efficiency.

management of business energy costs
This survey explored several methods which could be used by businesses to manage their energy costs. These included:
•
•
•

installing onsite electricity generation which, while not cheap to establish, enables businesses to have some
degree of control over their energy pricing and the security of energy supply;
altering electricity use in response to variable pricing arrangements; and
managing network charges associated with transmission and distribution of electricity.

In addition, the survey explored actions, taken and planned, by businesses to improve their energy efficiency.
Onsite Electricity Generation
Only a small number of the surveyed businesses (11 per cent) were using onsite electricity generation as a way to manage
their electricity costs in 2011. Most of these businesses were large and used all generated electricity onsite, rather than
selling any back to the grid.
Survey findings suggest that the high upfront costs of installing onsite generation are likely to act as a deterrent to many
businesses investing in this technology.
Use of Variable Pricing Strategies
Nationally, the most commonly used electricity pricing arrangement varied according to time of use (47 per cent of
respondents), although flat pricing arrangements were still used by 41 per cent of respondents. However, contrary to what
might be expected given the relatively higher energy intensity of manufacturing, manufacturing businesses were less likely
than services businesses to use variable pricing arrangements. The degree to which manufacturers can adjust their
operations to take advantage of off-peak pricing may be limited where other factors make continuous operation desirable.
Of the 77 per cent of businesses who did not actively manage their electricity use in response to pricing arrangements, the
majority stated that this was because they did not judge it to be sufficiently important. This is consistent with the finding of
a relatively low energy expenditure by many businesses. It may be that as energy costs continue to rise and become a
greater portion of total business expenditure, issues such as a lack of skills and a lack of information will emerge as more
prominent barriers to active energy management.
Managing Network Charges
While network costs have surged in recent years, just over a third of businesses had taken steps to manage network
(supply) charges, with the majority of these doing so by applying Power Factor Correction to reduce the energy a site needs
and avoid unnecessary generation and energy losses within the network.

energy efficiency improvement
Seventy-five per cent of businesses had taken some action (over the three years prior to the survey) or were planning to
take some action (in the three years after the survey) to improve their energy efficiency. This includes both investigative
and substantive actions. However, the reported improvements associated with these actions were modest – 35 per cent of
those taking action achieved or projected negligible savings and 32 per cent made or expected energy efficiency gains of
between one and five per cent.
The most common action taken by businesses was to change staff practices to encourage energy efficiency (nearly 50 per
cent of respondents). Interestingly, the most popular options to improve energy efficiency involved minimal capital outlay,
which was in keeping with findings that nearly 60 per cent of businesses would only be motivated to undertake an energy
efficiency project where the expected payback period was less than three years. It is also in keeping with the finding that “a
lack of resources” was rated as the number one barrier to improvement by businesses that had no plans to improve their
energy efficiency.
These findings suggest that the journey that most businesses take to improve their energy efficiency generally starts with
investigative action or minor investment and is followed by more substantive action with larger upfront costs. Actions that
would require more substantial investment, and would likely generate greater improvements in energy efficiency, were
about half as popular as cheaper and potentially less substantial actions.
Motivations to Improve Energy Efficiency
The main motivations for businesses to improve their energy efficiency related to concern about energy prices (current and
future) and the desire to reduce business operating costs. Respondents believed that these motivations will become more

Energy shock

pressure mounts for efficiency action 7

important over time, which may diminish the need for regulatory and non-regulatory (e.g. supply chain) approaches to
drive improvements in energy efficiency.
The anticipated introduction of carbon pricing was a strongly cited motivation for future energy efficiency actions. This
widely discussed policy evidently looms large in business thinking.

Sources of Information and Help to Improve Energy Efficiency
The vast majority (86 per cent) of businesses were willing to use multiple sources of information to support and improve
their energy efficiency. Commercial energy efficiency experts, industry associations, and government agencies were the
most popular sources of information, with by 67, 51 and 47 per cent of businesseswilling to consult them respectively. For
respondents as a whole, the least popular sources of information were energy retailers (39 per cent) and respondents’
peers and competitors (25 per cent).
Businesses were asked whether they would be interested in accessing a number of forms of government support for
energy efficiency. The most popular forms of assistance were information provision (88 per cent of respondents), rebates
on energy efficiency improvement investments (84 per cent of respondents) and subsidies to help business pay for energy
efficiency audits (82 per cent of respondents). These findings likely reflect the fact that many Australian businesses are in
the early stages of making energy efficiency improvements and/or managing their energy use.
The most common reason given for not trying to access assistance was that the assistance didn’t meet business needs,
either because it was considered irrelevant to a business’ site or because it did not address the particular barriers faced by
business in improving their energy efficiency. Several more complex or innovative forms of assistance were also poorly
understood, limiting willingness to engage with them. These findings suggest that the ‘take up’ of government assistance
packages for energy efficiency improvement could be enhanced by engaging more closely with industry in the design,
implementation and evaluation of initiatives and through making information about support programs more accessible to
industry. Ai Group will continue to play a strong role in ensuring that goverment support programs for energy efficiency
continue and that they are better targeted to the needs of industry.

KEY RECOMMENDATIONS
1.
2.

3.

8

That government more closely engages industry in the design, implementation and evaluation of energy
efficiency policies.
That government conduct further analysis of the reasons why businesses would or would not try to
access specific forms of government assistance with a view to improving the effectiveness of energy
efficiency policy.
That further research is conducted to track business responses to changing energy prices, to determine
the degree to which those prices are impacting costs and competitiveness, and to identify drivers and
barriers to further improvements in business energy efficiency.
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energy efficiency survey
survey methodology and sample
SA
6%

Other or
unspecified
26%

This report highlights key findings of an
Ai Group business energy efficiency survey
which was conducted over April and
May 2012.

WA
9%

QLD
14%

NSW
24%

VIC
21%

Figure 1 - respondents by jurisdiction
Unspecified
25%
Manufacturing
34%

Other
6%

Three-hundred and nineteen businesses
responded to the survey from across Australia
(Figure 1). As illustrated in Figure 2 and Figure
3 the majority of these businesses were from
the services and manufacturing sectors, with a
nearly even split between large businesses and
2
small and medium enterprises (SMEs). This
data is representative of the 2009-10 sectoral
share of national energy use, which found that
the manufacturing industry accounted for 35
per cent of industry energy use, the service
sector 38 per cent and other sectors 27 per
3
cent.
Most of the survey respondents operated out
of NSW (76 businesses), Victoria (66
businesses) or Queensland (46 businesses).
The proportion of respondents from each state
was almost exactly representative of the total
4
number of businesses in these states.

Services
35%

Figure 2 - respondents by sector

Unspecified
32%

The survey was conducted using both an
internet-based and a hard-copy questionnaire.
Survey respondents were selected from the
Ai Group membership database and purchased
databases to provide a sample population that
was representative of the sectoral share of
national energy use and state business counts.
A copy of the survey questionnaire is provided
in the Appendix.

Small (25 or
fewer staff)
17%

Just under a third of survey respondents did
not complete the section of the survey that
asked about their size, sector and the state in
which they operated.

Medium (26100 staff)
18%

Large (>100
staff)
33%

Figure 3 - respondents by business size

2

Where the business size classification is as shown in Figure 3 and is equivalent to the classification used in other Ai Group reports.
Energy use from the 2012 ABS Australian Year Book, catalogue 1301.0, where service industries are as described in the Ai Group
Performance of Services Index.
4
Comparison made with the Counts of Australian Businesses, including Entries and Exits, Jun 2007 to Jun 2011, catalogue 8165.0.
3
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introduction
Change is afoot - in Australia’s energy prices and in the way businesses use energy.
The introduction of the Federal Government’s carbon price from 1 July 2012 has been intensely discussed in the media and
within business, though the detail and implications remain unclear to many. Meanwhile energy prices, and especially retail
electricity prices, have risen sharply over the last few years, as illustrated in Figure 4. This rise has been driven largely by
immense investment in transmission and distribution networks - particularly in NSW and Queensland. While there are
arguments that part of this investment might have been avoidable with better regulation and more encouragement for
efficiency, there is little doubt that the bulk is needed to meet demand, replace ageing assets and meet reliability
standards. ‘Green schemes’ to support renewable energy and energy efficiency have also grown sharply, though their gross
costs still account for a small share of energy prices and have countervailing effects that may reduce net cost impacts.
35
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other state-based schemes
energy efficiency and demand management
state schemes
Small renewable energy scheme
Renewable energy target / large-scale
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2011-12
0.22

2012-13
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2013-14
0.21

0.55

0.6

0.68

0.75

0.21

0.53

0.29

0.14

0.22

0.42

0.66

0.7

3.36
0.02
8.35
1.73
0
7.74

3.8
0.07
9.57
1.92
0
7.63

4.06
0.19
10.61
2.08
1.65
8.74

4.24
0.26
11.15
2.23
1.74
9.33

Figure 4 - current and projected composition of electricity prices in the National Electricity Market (excluding
5
Western Australian and the Northern Territory)
Other pressures loom. The mid-decade commencement of Liquefied Natural Gas exports from Queensland may potentially
increase gas prices on the east coast and impact electricity prices too. Wholesale electricity prices will eventually need to
6
increase to underpin additional or replacement base-load electricity generation.

5

Department of Climate Change and Energy Efficiency and Department of Resources Energy and Tourism, Issues Paper: National Energy
Savings Initiative (December 2011) 5 [www.climatechange.gov.au].
6
While it may be some years before additional generating capacity is needed, the long run marginal costs of all generating technologies
are above current market prices – see for example Department of Resources, Energy and Tourism, Australian Energy Generation
Technology Costs – Reference Case 2010 (February 2010) xix [http://www.ret.gov.au/energy/Documents/AEGTC%202010.pdf].
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Carbon price impacts come on top of all this. The Australian Energy Market Commission recently projected that retail
electricity prices for small users would have risen by 37 per cent between 2010 and 2013, with carbon contributing about 8
7
percentage points to that rise and networks contributing 15 percentage points.
Meanwhile energy usage has been changing. Australian electricity consumption dropped by 1.8 per cent in 2011,
8
confounding expectations and marking a sharper drop than was seen in the Global Financial Crisis. Demand in eastern
9
states in the year to December 2011 dropped to 201 terawatt hours, from 205 TWh the year before; it had previously
10
been expected to reach up to 211 TWh. The latest figures suggest the decrease in demand has either accelerated
somewhat or is more intense in the eastern states’ National Electricity Market, with NEM demand dropping 2.4% in
11
2011-12. There are many possible contributing factors, including:
•

strong pressures on many energy-intensive sectors, particularly from the high dollar (for instance, process
12
emissions from aluminium smelting dropped by 43 per cent in 2011, reflecting depressed production);

•

a surge in rooftop solar photovoltaic installed capacity; grid-connected PV capacity more than doubled in 2011 to
13
14
1.2 gigawatts, likely producing around 1.7 TWh;

•

‘white certificate’ energy efficiency incentive schemes in place in NSW, Victoria and South Australia. From 2009
to 2011 these schemes cumulatively targeted savings of as much as 9 TWh, though most of these were deemed
15
upfront and actual demand impacts will be spread over the operational life of the equipment installed;

•

the insulation of 1.2 million households as a result of the Home Insulation Program, projected to save a
16
cumulative 20 TWh between 2010 and 2020;

•

the business and consumer response to rising energy prices;

•

the adoption of more efficient equipment and technologies, such as variable speed electric motors in industry
and LED lighting in consumer electronics; and

•

mild weather in late 2011, entailing reduced demand for air conditioning.

There is considerable evidence, albeit much of it anecdotal, to suggest that businesses are escalating their efforts to gear
up for carbon pricing and higher energy prices – and governments are looking to accelerate this. Manufacturers have
shown intense early interest in the $1 billion in capital grants for energy efficiency available through the Federal
Government’s Clean Technology Program. Other Australian jurisdictions have implemented policies to support industry to
adjust and adapt to higher prices. More policies are under consideration at all levels of government.
In light of these developments, this survey sought to investigate actions that businesses have taken or are planning to
prepare for anticipated energy cost increases. It also considered views on the different forms of government assistance
available or potentially on offer to help businesses prepare for these increases. Answers to these questions can shed light
both on industry preparedness for higher energy prices, and on the perceived attractiveness to industry of assistance
policies.
The survey builds on findings, and tracks business progress in preparing for rising energy costs and climate change, since
17
the release of surveys undertaken by Ai Group in November/December 2010 and February/March 2009.

7

Australian Energy Market Commission, Possible Future Retail Electricity Price Movements: 1 July 2011 to 30 June 2014: Final Report
(25 November 2011) [http://www.aemc.gov.au/market-reviews/completed.html]. The projection deals specifically with household prices,
but the same trends impact SMEs and, in different proportions, large energy users.
8
Department of Climate Change and Energy Efficiency, Quarterly Update of Australia’s National Greenhouse Gas Inventory, December
Quarter 2011 (17 April 2012) [http://www.climatechange.gov.au/en/publications/greenhouse-acctg/national-greenhouse-gas-inventory2011-12.aspx].
9
Ibid.
10
Australian Energy Market Operator, 2010 Electricity Statement of Opportunities for the National Electricity Market (31 August 2010) 35
[http://www.aemo.com.au/en/Electricity/Planning/2010-Electricity-Statement-of-Opportunities].
11
Australian Energy Market Operator, 2012 National Electricity Forecasting Report for the National Electricity Market (NEM) (29 June
2012) v [http://www.aemo.com.au/en/Electricity/Forecasting/2012-National-Electricity-Forecasting-Report].
12
Ibid.
13
Australian PV Association, Australian Photovoltaics Status Report 2011 (May 2012) [www.apva.org.au].
14
Assuming an average capacity factor of 0.16 (the proportion of time at which a generator operates at full rated capacity).
15
Based on NSW targets of 0.4%, 1.2% and 2% of electricity sales (of around 75 TWh per annum) in 2009-11; a Victorian target of
2.7 million tonnes of abatement per annum from 2009-11, and an SA target of 255,000 tonnes of abatement per annum 2009-11. The
Victorian and SA schemes cover gas as well as electricity; however most of the activities actually undertaken have the effect of reducing
electricity consumption rather than gas.
16
Department of Climate Change and Energy Efficiency, Home Insulation Program: emissions reductions (fact sheet, accessed 21 June
2012) [http://www.climatechange.gov.au/publications/projections/australias-emissions-projections/factsheet-hisp-emissionsreductions.aspx].
17
See Ai Group, above n 1, and Ai Group, Gearing Up: Business Readiness for Climate Change (July 2009)
[www.aigroup.com.au/policy/reports].
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site energy use
business energy expenditure in 2008 and 2011
The survey data clearly confirm that business energy costs have risen.
The average spend on energy as a percentage of turnover increased by 10 per cent between 2008 and 2011. This finding is
likely reflective of two concurrent and widely publicised trends: rising energy prices; and challenging economic conditions
outside the resource sector, which are likely to be impacting business turnover.
As would be expected, manufacturing businesses spent (roughly one third) more on energy as a percentage of business
turnover than services businesses.
In all sectors there was an increase, between 2008 and 2011, in the number of businesses spending between 2-5 per cent
of their total business turnover on energy, and a decrease in the number of businesses spending less than one per cent of
their total turnover on energy (Figure 5).
Nonetheless, energy was a high proportion of expenditure for only around a quarter of businesses.
On average, in 2011 just under three quarters of the respondents (73 per cent of businesses) spent 2 per cent or less of
their sales revenue on energy. Forty-six per cent of respondents spent less than 1 per cent of their revenue on energy.
Twenty-seven per cent of respondents spent more than 2 per cent of their sales on energy and only 7 per cent spent more
than 5 per cent of their sales on energy (Figure 5). These findings are consistent with findings of a previous Ai Group
18
study that energy costs (or in the case of the earlier study electricity and gas costs) are equivalent to a small share of
revenue at most businesses.

70

Percentage of respondents

60
50

Manufacturing 2008
Manufacturing 2011

40

Services 2008
Services 2011

30
All sectors 2008
All sectors 2011

20
10
0
Less than 1%

1% - 2%

2% - 5%

More than 5%

Figure 5 - business spend on energy as a percentage of turnover in 2008 and 2011
Medium and large businesses were slightly more likely (8 per cent of respondents) than small businesses (5 per cent of
respondents) to spend more than 5 per cent of their revenue on energy. The average small business spend on energy was 2
per cent of revenue, versus 1.8 per cent for medium businesses and 1.6 per cent for large businesses. This result may
reflect economies of scale. Metropolitan businesses also spent less of their revenue on energy than businesses from
regional areas; the average spend on energy as a percentage of turnover in 2011 being 1.4 per cent and 2.6 per cent for
businesses from metropolitan and regional areas, respectively. This latter finding may be explained by a number of factors
including the higher number of manufacturing respondents in regional areas when compared to metropolitan areas; the
more energy intensive nature of some regional businesses (e.g. mining) when compared to metropolitan businesses (e.g.
many services businesses); greater energy expenditure on liquid fuels in regional areas due to the large travel distances to
markets; and higher network and distribution charges in some regional areas.
There were also some small but important differences in business expenditure on energy between states, with businesses
from Victoria spending a marginally greater share of their total turnover on energy in 2011 than businesses from NSW
18

See Ai Group, above n 1.
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(Figure 6). This may reflect the importance of manufacturing in Victoria, which is both energy intensive and under revenue
pressure.
The relatively small proportion of revenue spent by many businesses on energy may help explain the modest levels of
ambition for many businesses in managing energy costs, as shown in response to later questions; the spending involved
may not justify the transaction costs involved in making savings, and capital budgets will face many other calls.
60

Percentage of respondents

50

NSW 2008

40

NSW 2011
VIC 2008

30

VIC 2011
National 2008
20

National 2011

10

0
Less than 1%

1% - 2%

2% - 5%

More than 5%

Figure 6 - state differences in the company spend on energy as a percentage of turnover in 2008 and 2011

19

The perceived significance of energy costs was greater than the numbers above would suggest.
When asked to describe their energy costs, most businesses characterised them as comprising a significant portion of total
business expenditure (Figure 7), although in only about 2 per cent of cases were they seen as the most significant expense.
Manufacturing businesses were approximately 24 per cent more likely than services businesses to state that “energy costs
were a major business expense” and 40 per cent less likely than services businesses to state that “energy costs were
relatively low”. This finding likely reflects the more energy intensive nature of manufacturing, which external data indicates
20
is approximately 2.5 times more energy intensive than the service sector in 2009-10. Similarly, small businesses, which
are likely to have a lower energy intensity than larger businesses, were approximately 11 per cent less likely than medium
and large businesses to state that “energy is a major business expense” and approximately 11 per cent more likely to state
that “energy costs, while important are not a major business expense”. There were no significant differences between the
rankings of medium and large business and no significant differences between business of any size for the more extreme
rankings (“energy costs are a major business expense” or “energy costs are relatively low”). Perceived differences in the
energy intensity of different sectors are greater than perceived differences between different-sized businesses.
In keeping with findings that energy costs account for a higher portion of total business revenue in regional areas than in
metropolitan areas, regional businesses were about 20 per cent more likely than businesses from metropolitan areas to
assess energy costs as being the most significant or a a major expense for their business.
As Figure 7 illustrates, businesses from NSW, and to a lesser extent SA, stated that energy was a more significant expense
for their businesses than did respondents from other states, while it was reported as being a less significant expense for
Queensland businesses. While this finding may in part reflect a difference in perceptions between the states, a significant
relationship was found between the actual amounts businesses spent on energy and their ratings for the significance of
energy costs as a business expenditure item (Figure 8). AEMC data shows that NSW has the highest network investment
21
and related charges. SA has for many years experienced higher wholesale electricity prices than other regions of the
22
National Electricity Market, driven by a larger role for gas-fired generation and more frequent extreme peaks in pricing at

19

Where “national”, as described in the legend to Figure 5 and a number of figures herein, refers to the average of all respondents nationwide.
20
ABS, above n 3.
21
AEMC, above n 7.
22
See Australian Energy Regulator, State of the Energy Market 2011 (December 2011) 34, table 1.4 [www.aer.gov.au/node/455].
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23

high demand periods when interconnectors with other regions are congested or constrained. These factors may explain
why businesses in these states rate energy costs as being a more significant component of total business expenditure than
businesses in other states. The greater prevalence of regulated energy tariffs among businesses in Queensland, some of
24
them not fully cost-reflective, may play a role in Queensland perceptions.
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Figure 7 - the importance of energy costs as a business expenditure item in different states in 2012
80
70

Percentage of respondents

60

Energy
spend as
proportion
of revenue

50
40

Less than 1%

30

1% - 2%
20

2% - 5%
More than 5%

10
0
A major expense

Somewhat significant

A relatively minor expense

Subjective assessment: importance of energy costs

Figure 8 – correlation between perceived importance of energy costs and absolute energy spend

onsite electricity generation
Onsite electricity generation, while not cheap to establish, enables businesses to have some degree of control over their
25
energy pricing and the security of energy supply. Given recent electricity price rises and projections for further rises, a

23

Wind power, which has a large installed capacity in SA, does not contribute to higher prices relative to those in other states. The LargeScale Renewable Energy Target, which subsidises wind, spreads costs evenly across Australia. During windy periods wind generation
actually somewhat suppresses wholesale prices in SA.
24
These tariffs are being revised, and some older tariffs will be phased out in 2012. See Queensland Competition Authority, Final
Determination: Regulated Retail Electricity Prices 2012-13 (May 2012) [http://www.qca.org.au/electricity-retail/NEP/].
25
See for example AEMC, above n 7.
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significant increase could be expected in the number of businesses considering installing onsite generation capacity.
However, despite these apparent incentives to invest, in 2011 only 11 per cent of the surveyed businesses (or 34
26
businesses) had onsite electricity generation, up slightly from 2008 [9 per cent]. This equated to a 23 per cent increase in
total onsite electricity generation between 2008 and 2011, due to a net increase in the number of businesses enhancing
27
their generation capacity.
While it appears that some businesses have increased their onsite generation in response to rising energy prices and
projections for further increases, it also appears that for many businesses energy costs are not yet significant enough to
warrant investment in onsite generation. As explained later in the report this may relate to the relatively high costs and,
therefore, extended payback periods for investments in onsite generation when compared to investments in other energy
28
saving actions. Of the businesses generating electricity onsite in 2011, the majority were large businesses, while less than
10 per cent were small businesses. This finding supports the hypothesis that high investment costs are a barrier to
investing in onsite generation, since smaller businesses in particular often struggle to access adequate capital at affordable
rates.
Of the small number of businesses generating electricity onsite, only three businesses indicated they had arrangements to
sell electricity demand reduction or on-site generation, and all of these businesses were selling to electricity retailers. This
indicates that the vast majority of businesses are installing onsite generation purely to meet business energy needs and are
not planning on selling power to the grid as a method of recouping costs of the investment. Onsite generation
encompasses technologies from renewables or cogeneration fired with gas or wastes, which can serve as a hedge against
energy prices, through to diesel generators, which help manage the absence of or risk of disruption to grid electricity
supply. Efforts to encourage more distributed generation in business, and to foster a model of generating revenue rather
than simply managing risks, are clearly still in the early stages of development.

management of business energy costs
The electricity pricing arrangements available to businesses include many variations on and combinations of the following
basic elements:
•
•
•
•

a flat pricing arrangement, where a single electricity price applies regardless of time, consumption volume or
wholesale electricity spot prices;
prices that vary by time of use, generally with a peak and off-peak rate;
prices that vary by volume consumed; popular variants include inclining block tariffs, where consumption over a
threshold attracts a higher price, and declining block tariffs, where consumption above a threshold is charged at
a lower rate; and
prices that vary in response to wholesale electricity prices in the spot market; this encompasses everything from
full exposure to half-hourly spot movements, to special rates or conditions that apply only when spot prices
move beyond certain ranges.

While regulated prices or standing offers are available for small customers in all jurisdictions (and sometimes for larger
29
customers too), large businesses and many small ones tend to be on market contracts negotiated individually with an
electricity retailer to meet the needs of both parties.
Nationally, the most commonly used electricity pricing arrangement varied according to time of use (47 per cent of
respondents), followed by a flat pricing arrangement (41 per cent of respondents) (Figure 9).
Four per cent of respondents used pricing arrangements not covered by the categories illustrated in Figure 9 and 24 per
30
cent used multiple pricing arrangements. Of the latter, more than half used a mix of variable pricing arrangements.
However, 10 per cent of respondents reported a mix of variable and flat pricing arrangements. The latter may be
influenced by a small number of responses that cover multiple sites, or it could suggest the respondent switched pricing
arrangements throughout the year in question; alternatively, some businesses may have be confused about how their
electricity is priced.
Eighty per cent of respondents had a variable element in their electricity pricing arrangements. On average, these
businesses paid 17 per cent more for their energy as a percentage of turnover than those using flat pricing strategies:
26

This figure includes onsite diesel generation, which is used by many manufacturers to ensure security of supply in the case of a power
failure.
27
59 per cent of businesses increased or maintained their onsite generation capacity (including nine businesses who did not generate
anything in 2008, but had some generation capacity in 2011), compared with 41 per cent who decreased their onsite generation between
2008 and 2011 (including three businesses who had onsite generation in 2008, but not in 2011). Data for two businesses who were
obviously generators was excluded from the analysis.
28
These costs relate to the capital expenditure required and the time and expense involved in getting a connection to the grid for on-site
generation, which is often a difficult and costly process, although much effort is underway to streamline it.
29
While retail prices are fully deregulated in Victoria, retailers must provide standing offers as an option to all customers.
30
The use of multiple pricing arrangements by some respondents can be used to explain why responses for any jurisdiction, sector or
business size sum to more than 100 per cent.
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relatively lighter energy users appear less likely to choose more complex, cost reflective arrangements. This may further
limit the incentive for smaller users to manage their energy use responsively.
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Figure 9 - use of electricity pricing arrangements by state in 2011
Pricing arrangements varied by state (Figure 9), sector (Figure 10) and business size (Figure 11), but did not differ
significantly between regional and metropolitan businesses (data not shown). In Victoria, Queensland and WA flat
electricity pricing arrangements were most commonly used, followed by rates which varied according to the time of use. In
all these states the use of flat pricing arrangements was greater than the national average. In a plausibly related finding,
Queensland and Victorian businesses were the least likely to report actively managing their electricity use in response to
price, followed by NSW, WA and SA (most likely). Conversely, businesses from NSW and SA were more likely to use variable
pricing arrangements than flat pricing arrangements. Again this suggests that larger energy costs make more complex
arrangements attractive, since NSW and SA businesses were more likely to see energy as a major cost (Figure 7).
Contrary to what might be expected given the generally higher energy intensity of manufacturing, manufacturing
businesses were less likely than services businesses to use variable pricing arrangements (Figure 10), and were 26 per cent
per cent less likely than services businesses to report actively managing electricity use in response to pricing arrangements.
The degree to which manufacturers can adjust their operations to take advantage of off-peak pricing may be limited where
other factors make continuous operation desirable.
Unsurprisingly, there was a direct correlation between the use of different electricity pricing arrangements and business
size (Figure 11). Flat pricing arrangements were most commonly used by small businesses, followed by medium-sized
businesses and then large businesses, while the opposite was true of variable pricing arrangements. This finding reflects
both larger absolute energy use by larger businesses, and their greater administrative capacity to manage more complex
arrangements. One interesting anomaly was that small business respondents were also the most likely to have
arrangements that varied according to spot electricity prices (more than 20 per cent, versus around 10 per cent of other
businesses). This is surprising, since such arrangements are often thought to involve greater risks and be more attractive to
larger better-resourced businesses. It may be that the organisational flexibility needed to manage these risks is in fact
easier at a smaller scale.
Only a quarter of respondents reported actively managing their energy use in response to pricing arrangements. Of those
businesses, the vast majority (83 per cent) did so by reducing their load rather than by shifting load or generating onsite. Of
the much larger cohort who did not actively manage their use in response to price, the majority reported this was because
31
they did not judge it to be sufficiently important (Figure 12). This finding held true across states, sectors and businesses
of different sizes. The second most common reason for not managing use in response to price was because it had not been
considered at all. Again this finding was similar across all sectors, businesses of different sizes, and in all states except WA.
In WA the second most common reason given by respondents was a lack of internal capacity and skills (40 per cent of
31

Respondents were able to choose more than one response, hence responses add to more than 100 per cent.
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respondents), whereas only 20 per cent of businesses stated that it hadn’t occurred to them. These findings are consistent
with the relatively small role for energy in most businesses’ expenditure. It may be that as energy costs continue to rise
ahead of broader inflation, the motivation to consider active management will grow and other barriers such as a lack of
skills and a lack of information will become more important. Where businesses selected multiple reasons for not managing
electricity use in response to pricing arrangements, “a lack of information” or “a lack of internal capacity and skills” were
frequently selected as the second reason (in 21 per cent of cases).
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Figure 10 - use of electricity pricing arrangements by sector in 2011
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Figure 11 - use of electricity pricing arrangements by different sized businesses in 2011
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Figure 12 - reasons why businesses did not actively manage electricity use in response to pricing
arrangements, 2012
Just over a third of businesses had acted to manage the network charges that cover transmission and distribution costs.
32
More than 80 per cent of businesses taking such steps did so through power factor correction, which can avoid
unnecessary generation and energy losses within the network, thereby reducing the energy a site needs. The latter can
lead to associated user charges or penalties. Other methods used by respondents included setting a limit on peak demand,
negotiating contracts or “shopping around’ to find the best value supplier, and improving business energy efficiency. These
methods were generally used by less than 20 per cent of the respondents. The reasons provided by businesses for not
managing supply charges differed by sector, state and business size, and are illustrated (at a whole of respondent level) in
33
Figure 13. A lack of information was considered to be a significant barrier to managing supply charges, especially in
Victoria (58 per cent of Victorian businesses), the manufacturing sector (45 per cent), and amongst small businesses (85
per cent). In all other cases the main reason given was “not judged to be sufficiently important”. These findings may reflect
the level of assistance offered by network operators as much as the preferences of consumers.
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Figure 13 - reasons why businesses didn't manage electricity network (supply) charges in 2012

32
Power factor is the ratio of real power required to run a load, to the apparent power in the circuit of which the load is part. A power
factor of less than 1 (or 100 per cent) means that more current or voltage is required than necessary to complete a task. This has costs in
unnecessary generation, additional network infrastructure and distribution losses. Power Factor Correction is the term given to technology
used to restore Power Factor to as close to unity (100 per cent) as is economically possible.
33
Respondents were able to choose more than one response, hence responses add to more than 100 per cent.

18

Energy shock

pressure mounts for efficiency action

enhancing energy efficiency
actions taken or planned to improve energy efficiency
There are many ways to think about energy efficiency, but for the purposes of this survey energy efficiency improvement
was defined in terms of changes to the amount of energy a business requires to produce a unit of sales revenue. A business
34
that is becoming more energy efficient would use less energy to produce each dollar of sales than it used to do. Over the
past few years there has been a strong push by all levels of government to enhance business energy efficiency, particularly
in relation to the long-running debate over the introduction of a carbon price. By improving the energy efficiency of their
operations businesses can reduce their exposure both to carbon pricing and the larger energy price rises driven by other
factors.
Results of this survey indicate that the proliferation of policy may well be having some effect in fostering greater business
action. Seventy-five per cent of businesses had taken action (over the three years prior to the survey) or were planning to
take action (in the three years after the survey) to improve their energy efficiency (Figure 14), where action includes both
investigative and substantial action as illustrated in Figure 15. Over 80 per cent of those respondents had used or planned
to use multiple strategies to enhance their energy efficiency. Moreover, those who have already acted report they plan to
keep acting: only around 10 per cent are not currently planning to take further action in the future to improve their energy
efficiency.
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Figure 14 - business energy efficiency improvements, taken and planned
However, improvements made to date have been modest in their effects – 35 per cent of those taking action achieved
negligible savings and 32 per cent improved their energy efficiency between 1 and 5 per cent (Figure 14). While small,
these achievements in fact represent a significant improvement on the recent past. A previous Ai Group survey conducted
in late 2010 found that 66 per cent of businesses made no or negligible (less than 1 per cent) improvements to their energy
efficiency in the previous five years and 57 per cent expected to make no or negligible improvements to their energy
35
efficiency in 2011 and 2012. Thus action is more widespread and somewhat more ambitious now than just two years ago.
The small scope of action taken to manage energy efficiency likely relates to findings that business energy expenditure is
small as a percentage of turnover (see business energy expenditure in 2008 and 2011 (Figures 5 and 6). Energy efficiency

34

This is essentially an ‘energy intensity’ approach to efficiency, relatively simple to measure but with an important limitation: different
kinds of economic activity can inherently require more or less energy; steel production versus childcare services, for instance. It is not
necessarily meaningful to think of the former as less energy efficient because more energy is used. The risk of confusion is significant at
the economy-wide level, where; for example, higher growth in the services sector can produce a reduction in the overall energy intensity
of GDP without any substantive improvement in the efficiency of any particular activity. However, the intensity approach remains a useful
measure of improvement within a business or sector.
35
Ai Group, above n 1.
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improvements planned for the next three years are somewhat stronger, and the imperative to improve energy efficiency
will likely grow as energy prices continue to rise.
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Figure 15 - actions, taken and planned, by sector to improve energy efficiency
The most common improvement taken by businesses was to change staff practices to encourage energy efficiency (nearly
36
50 per cent of all respondents). Other popular actions included identifying major uses of energy in the business, lighting
upgrades, conducting a formal energy audit or assessment and replacing small equipment with energy efficient alternatives
(Figure 15). Interestingly, two of the top five popular actions involve investigating options for energy efficiency (conducting
an audit and identifying major energy uses in the business), while the other three are likely to involve minimal or small
capital outlay. They are very close to ‘no regrets’ options, with low risk and commensurately small immediate rewards.
Those actions that would require more substantial investment, and would likely generate greater improvements in energy
efficiency, were about half as popular as the cheaper and less substantial actions for improving energy efficiency. This
finding is consistent with several possibilities. Businesses may be capital-constrained; they may be cautious in the face of
36

Respondents were able to choose more than one response, hence responses add to more than 100 per cent.
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considerable economic and policy uncertainty; or it may be that the journey that most businesses take to improve their
energy efficiency generally starts with investigative action or minor investment and is followed by more substantive action
with larger upfront costs. All three explanations may play a part.
The propensity of businesses in the manufacturing and service industries to have invested in energy efficiency
improvements or be planning to do so was roughly similar, although there were some differences in the specific actions
taken by manufacturing and service businesses (Figure 15). As would be expected, large businesses were, on the whole,
more likely than small and medium businesses to have taken or planned action to improve their energy efficiency; medium
businesses were, in turn, more likely than small businesses to have to have taken or planned action (Figure 16). This finding
probably reflects the resources (time and money) that different sized businesses have to spend on investigating and
37
implementing energy efficiency improvements, and is consistent with findings of previous Ai Group studies. There were
no significant differences in the propensity of businesses from metropolitan and regional areas to have invested, or be
planning to invest in, energy efficiency improvements (data not shown).
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Figure 16 - actions, taken and planned, by business size to improve energy efficiency
37

Ai Group, above n 1.
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For the five major energy efficiency actions, businesses from Queensland were slightly less likely than businesses from
other states to be investigating, have taken or be planning action to enhance their energy efficiency. On the other hand,
businesses from NSW were slightly more likely to have investigated or taken action, and businesses from SA were slightly
more likely to be planning to take action, than businesses from other states (Figure 17). These findings are consistent with
the finding that businesses from NSW and SA tended to rank energy costs as being a significant component of total
business expenditure, whereas businesses from Queensland were more likely than businesses from other states to rank
energy costs as being a relatively minor expense (refer to Figure 7). There may also be a connection to the greater
prevalence of energy efficiency policies in NSW (which has widely offered subsidised energy audits and included business
in its Energy Savings Scheme) and SA (which has a broad array of policies and some funding for business information and
assistance) over Queensland, where policy has been less ambitious.
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Figure 17 - top five actions, taken (top) and planned (bottom), by state to improve energy efficiency

22

Energy shock

pressure mounts for efficiency action

Within the small set of businesses not planning to implement energy efficiency actions in the future, the reasons given
38
included: a lack of resources for energy efficiency improvement (40 per cent); that efficiency is not a future priority for
the business (29 per cent); uncertainty over business conditions or regarding government policy (28 per cent); lack of
knowledge of how to improve energy efficiency (28 per cent); and having already implemented all cost effective actions (25
per cent).

motivations for improving energy efficiency
In the three years to April/May 2012 (past three years) the main motivations for businesses who improved their energy
efficiency related to concern about energy prices (current and future) and the desire to reduce business operating costs
39
(Figure 18). These motivations were rated by at least 88 per cent of respondents as being very important or somewhat
40
important to their decision to improve their energy efficiency. As illustrated in Figure 18, it is anticipated that the
importance of these motivations will only strengthen in the three years from April/May 2012 (next three years), with at
least 96 per cent of respondents rating these motivations as “somewhat” or “very important”.
Business concerns about energy pricing are understandable given that previous Ai Group studies indicated that greater
than 75 per cent of businesses experienced electricity price increases in the five years to 2011, including nearly 40 per cent
41
who experienced increases of greater than 20 per cent. Further increases are widely anticipated; carbon pricing is the
42
most obvious driver, but not the largest. The increase in energy network expenditure has further to run, though there is
43
some hope that subdued demand growth and improved regulation can moderate investment needs from 2015 onward.
44
Gas prices may also rise strongly in eastern Australia once large scale LNG exports commence from Queensland. While
the carbon price is just part of this picture, the survey results illustrate that many businesses are highly conscious of it in
considering efficiency improvements. Sixty per cent of respondents taking efficiency actions cited carbon pricing as a very
important motivation for efficiency over the next three years, and more than 30 per cent labelled it as somewhat
important. Added to these concerns is the impact of the resources boom and weak business confidence (in response to
risks in the global operating environment), which are eroding exports, profits and investment for many businesses outside
the mining sector.
Interestingly, corporate social responsibility (including concern about the environment) ranked relatively highly as a
business motivation for improving energy efficiency, and like all the other motivations, is expected to increase in
importance as a motivating factor in the next three years (Figure 18). On the other hand, only about half the respondents
were concerned by non-regulatory obligations to improve their energy efficiency, such as the demands of customers, and
the total number of businesses rating regulatory requirements as very or somewhat important was also relatively low.
These findings suggest that motivations to improve energy efficiency are likely to increase in the future and that for the
most part any action taken will be industry-driven in response to business conditions and internal motivation, rather than
driven by regulatory or non-regulatory obligations.
45

When the data for the top five most important motivators for improving energy efficiency are investigated in more detail
we found that services businesses were slightly (13 per cent less likely to rate as very important in the past three years) less
concerned about the introduction of a carbon price than manufacturing businesses and also believed that this would be
less of a concern in the future (30 per cent less likely to rate as very important next three years). As such, the introduction
of a price on carbon is more likely to drive energy efficiency improvement in the manufacturing sector than in the service
sector in the future. Large businesses were 25 per cent to one third more likely than medium and small businesses to rate
current energy prices as a very important motivator for energy efficiency improvement and were also 25 per cent more
likely than small businesses to be motivated to improve their energy efficiency in response to concerns about future
energy prices. In addition, large businesses were also considerably (35-45 per cent more likely depending on whether you
are talking about the past or the future) more likely than small businesses to improve their energy efficiency for corporate
social responsibility reasons. Finally, there were some important differences across states. Businesses from Queensland
tended to be less motivated by each of the motivators than businesses from other states, a finding that is consistent with
state responses to other questions in the survey. Businesses from Victoria and SA were more likely than the national
average to rate concern about the carbon tax as a motivator to improve energy efficiency, with 100 per cent of Victorian

38

Respondents were able to choose more than one response, hence responses add to more than 100 per cent.
Respondents were able to choose more than one response, hence responses add to more than 100 per cent.
40
The remaining respondents rated these motivations as not important.
41
Ai Group, above n 1.
42
AEMC, above n 7.
43
Proposed regulatory changes to reduce network costs are currently under consideration by the Australian Energy Market Commission.
See AEMC, Rule changes: Open - Economic Regulation of Network Service Providers (accessed 9 July 2012)
[http://www.aemc.gov.au/Electricity/Rule-changes/Open/economic-regulation-of-network-service-providers-.html].
44
See, for example, the discussion in Department of Energy, Resources and Tourism, Draft Energy White Paper: Strengthening the
foundations for Australia’s energy future (December 2011) 157-8 [http://www.ret.gov.au/energy/facts/white_paper/draft-ewp2011/Pages/Draft-Energy-White-Paper-2011.aspx].
45
These include: (1) the general desire for cost reduction, (2) anticipated future energy prices, (3) energy prices at the time, (4) the
introduction of the carbon price, and (5) corporate social responsibility/environmental concern.
39
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businesses believing it will be very or somewhat important as a motivator in the future. The latter may reflect the strong
role for manufacturing in the state – or a perception of greater impacts on brown coal-fired electricity.
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Figure 18 - actual and anticipated business motivations for taking action to improve energy efficiency

paybacks required for improving energy efficiency
A crucial part of the efficiency investment calculation for business is the payback period: any but the most minor of
efficiency actions will carry some upfront cost which must be repaid by savings if the effort is to be viable. Like any
investment, efficiency actions must offer attractive returns or they risk being spurned in favour of better options.
Respondents were asked how quickly they would expect an efficiency project to pay back its costs. The results show little
tolerance for investments that pay back over the longer term. The majority (84 per cent) of businesses would not be
inclined to undertake energy efficiency projects where the payback period was 5 years or longer. Nearly 60 per cent of
businesses would not undertake projects with a payback of 3 years or longer. Nearly 40 per cent per cent would not
consider energy efficiency projects unless they had a payback of less than 2 years (Figure 19). Manufacturing businesses
generally expected shorter payback periods than the national average (48, 77 and 98 per cent of manufacturing businesses
would expect payback within 2, 3 and 5 years, respectively), while services businesses were happier to accept longer
payback periods (30, 44 and 76 per cent of services businesses would accept payback within 2, 3 and 5 years, respectively).
As expected, larger businesses were happier to accept longer payback periods than small and medium-sized businesses (73
per cent of large businesses expected payback within 5 years, versus 93 and 96 per cent of medium and small businesses,
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respectively). As Figure 20 illustrates, businesses from SA and Western Australia were also happy to accept longer payback
periods for energy efficiency projects than businesses from other states.
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Figure 19 - timeframe within which businesses must recover upfront costs of energy efficiency projects
before they won’t consider it worthwhile making the investment
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Figure 20 - timeframe within which businesses from different states must recover upfront costs of energy
efficiency projects before they won’t consider it worthwhile making the investment
Approximately one quarter of all the respondents (26 per cent) would require a shorter payback period for energy
efficiency investments than other investments, while 15 per cent would be happy to accept a longer payback period for
energy efficiency investments and the remaining 59 per cent would require exactly the same payback period. These
findings were relatively consistent across sectors and states, although Victorian businesses were more likely than the
national average to require shorter payback periods for energy efficiency investments relative to other investments, while
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46

businesses from Queensland were more likely to accept longer payback periods. As would be expected, large businesses
were generally more able than small businesses to accept longer payback periods for energy efficiency investments than
47
other investments.
These results suggest that, in general, Australian businesses are very cautious in their approach to investment at present
and to energy efficiency in particular. Many businesses lack access to capital, particularly smaller enterprises; they are
willing to apply it only to purposes with extremely high returns or which are business critical. It is concerning that a
significant number of businesses apply a higher hurdle rate to efficiency investments than to other investments; this may
reflect views that energy efficiency is not core business, or that revenue-growing investments are more attractive than
cost-control measures with a similar bottom line impact.
Most of the energy efficiency projects undertaken by survey respondents (refer to Figure 15, Figure 16 and Figure 17 for
further information) would have a payback period of less than 5 years. However, some of the activities, such as investment
in major equipment, renewable energy, cogeneration or tri-generation, are likely to have payback periods of greater than 5
years, which clearly discourages many businesses from investing in these projects. High payback expectations are a
problem for many ambitious efficiency options. Changing these calculations, whether by shifting the numbers or the
underlying logic, is an obvious focus for governments who seek greater energy efficiency.

information and support to improve business energy efficiency
Respondents were asked where they would go to get information on energy efficiency improvement. The most popular
sources were commercial energy efficiency experts and industry associations, which were used by 67 and 51 per cent of
48
businesses, respectively (Figure 21). The vast majority (86 per cent) of businesses were willing to make use of multiple
sources of information to support and improve their energy efficiency. Manufacturing businesses were more likely than
services businesses to contact industry associations for advice, while services businesses were considerably more likely
than manufacturing businesses to consult commercial energy efficiency experts and government agencies (Figure 21).
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Figure 21 - sources of information used by different sectors to improve business energy efficiency in 2012
As expected, large businesses were generally the most likely to feel they had existing expertise available in-house to
improve business energy efficiency, followed by medium-sized businesses and small businesses (Figure 22). Large
46
10 per cent of Victorian businesses would accept a longer payback period and 34 per cent would require a shorter payback period for
energy efficiency investments, while the equivalent figures for Queensland businesses were 21 per cent and 19 per cent, respectively.
47
10 per cent of large businesses would accept a longer payback period and 17 per cent would require a shorter payback period for energy
efficiency investments, while the equivalent figures for small businesses were 12 per cent and 44 per cent, respectively.
48
Respondents were able to choose more than one response, hence responses add to more than 100 per cent.
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businesses also tended to be more likely than medium-sized and small businesses to consult external sources of
information. Small businesses opted to depend largely on industry associations for information, with more than 60 per
cent ready to consult that source and little appetite for any other option. Medium sized businesses ranked the options
similarly to larger businesses, though largely with a lower absolute propensity to seek information. Medium sized
businesses were also slightly more likely to use other businesses as a source of information (Figure 22). Only around 40 per
cent of respondents would seek efficiency information from energy retailers. This has implications for energy and climate
policies that try to leverage what are usually assumed to be strong retailer relationships with energy consumers.
In general, businesses from Queensland were the least likely to consult external sources of information for advice on
business energy efficiency improvements (38 per cent of businesses), while businesses from SA (51 per cent) and NSW (46
per cent) were the most likely to source external information. Similarly, businesses from NSW and SA were the most likely
to feel that they had the required expertise to improve their business energy efficiency. These results support previous
findings that businesses from NSW and SA not only feel more affected by high energy prices, but that they are also more
proactive in managing energy costs. The percentage of businesses from each state using different sources of information
on energy efficiency is shown in Table 1.
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Figure 22 - sources of information used by different-sized businesses to improve business energy efficiency
in 2012
Table 1 - sources of information on energy efficiency used by different Australian jurisdictions in 2012
Percentage of Respondents
Information Sources

NSW

VIC

QLD

SA

WA

National

Industry association

45%

61%

49%

53%

41%

51%

Government agency

41%

50%

36%

63%

44%

47%

Energy retailer
Commercial energy efficiency
experts
Current staff expertise
Professional/technical
publications
Other businesses in your sector

43%

45%

36%

42%

37%

39%

76%

58%

51%

74%

70%

67%

47%

32%

38%

58%

52%

44%

45%

34%

31%

42%

37%

40%

23%

21%

27%

32%

22%

25%

Unsure

7%

8%

11%

16%

4%

9%
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The foregoing findings are consistent with the view that ambitious business energy efficiency goals face significant barriers.
There are many possible mechanisms by which governments can try to overcome these barriers and encourage and
support energy efficiency. Many of these are being strongly considered or implemented on some scale in Australia. The
survey provided respondents with a brief summary of these kinds of policy and asked whether they would try to access
specific policies if available, and if not, why.
These results should be used with care. They do not necessarily indicate that any policy is ‘bad’ or ‘good’, only whether
businesses were open to the idea of accessing them. A policy that offers poor value for money overall can still appear very
attractive at a surface level, particularly to a potential beneficiary; equally, an elegant and efficient approach that
maximises economy-wide benefits can be dauntingly complex or hard to understand. The results below suggest where
policies face easier or harder roads to acceptance and why. They indicate that more is needed to underpin these policies
than regulatory impact statements and cost benefit analysis, essential as those exercises are: close engagement with
business is necessary to ensure the policy is responsive to business needs and to build familiarity and understanding.
Fundamentally, if business does not see a policy as worthwhile, they will not participate and the policy cannot succeed at
significant scale, no matter how well designed.
In Australia the most widely popular sources of government support to improve business energy efficiency were
information provision (88 per cent of respondents), rebates on energy efficiency improvement investments (84 per cent of
respondents) and subsidies to help business pay for energy efficiency audits (82 per cent of respondents), as illustrated in
49
Table 2. These findings likely reflect the fact that many Australian businesses are in the early stages of making energy
efficiency improvements and/or managing their energy use, as found in the response to earlier questions. Of the potential
sources of government support considered, the top seven illustrated in Table 2 were the most valued across all sectors,
states and businesses of different sizes. Interestingly, there were seven forms of government support which fewer than 50
per cent of the respondents would try to access.

Table 2 – utility of government support for business energy efficiency improvements in Australia in 2012
Government Energy Efficiency Support
Option

Provision of information on actions that
can be taken to improve energy efficiency

Rebates on energy efficiency
improvement investments
A subsidy to help business pay for an
energy audit
Provision of training for staff on practices
that can improve energy efficiency
Competitive grants from government to
pay for partial costs of an energy
efficiency improvement project
Accelerated depreciation allowances for
investments that improve energy
efficiency
Increased depreciation rates for
investments that improve energy
efficiency

On-bill finance and energy performance
contracts

%
respondents
who would
try to access
this support

Government Energy Efficiency Support
Option

74%

An obligation on energy retailers to meet
an efficiency target by providing free or
subsidised energy efficiency upgrades to
some of their business customers
Lease arrangement to replace equipment
with more efficient versions
Low-interest loans for energy efficiency
improvement projects
Equity investment by a public agency,
providing capital for energy efficiency
improvement
Loans for energy efficiency improvement
projects at market interest rates

74%

Loan guarantees for energy efficiency
improvement projects

88%

84%
82%
78%

74%

An arrangement with lenders and local
government where the cost of upgrading
the energy efficiency of a building are
repaid through the council rates for that
building

%
respondents
who would
try to access
this support

48%

44%
43%
34%

31%

30%

26%

56%

The percentage of respondents from each state who would access the top five most valued sources of government support
for energy efficiency are presented in Figure 23. There is considerable variability between states in the interest shown in
different types of support. Businesses from Queensland were considerably less interested than businesses from other
49

Respondents were able to choose more than one response, hence responses add to more than 100 per cent.
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states in the provision of information on actions that can be taken by businesses to improve their energy efficiency (Figure
23). On the other hand, Queensland businesses were more interested in most of the other forms of government assistance
illustrated in Figure 23 than businesses from other states. These findings suggest that a major barrier to businesses in
Queensland adopting energy efficiency practices is the upfront cost of such projects. However, businesses from WA appear
to be less concerned than businesses from other states about the upfront costs of energy efficiency investments. This is
illustrated by the low interest in WA, when compared to all the other states, in competitive grants from government to pay
for part of the cost of an energy efficiency improvement project.
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Provision of
Rebates on energy
information on actions
efficiency
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A subsidy to help
business pay for an
energy audit
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energy efficiency
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Competitive grants
from government to
pay for part of the
cost of an energy
efficiency
improvement project

National

Figure 23 - utility of government support by jurisdiction for business energy efficiency improvements in
Australia in 2012
The most common reason given (across all forms of government assistance) for not trying to access assistance was that the
50
assistance didn’t meet business needs, either because it was considered irrelevant to a business’ site or because it was
50
not specific enough to address barriers faced by business in improving their energy efficiency (Table 3). Very few
businesses (less than 4 per cent of all respondents) did not access assistance because of prior bad experience with a
support program, because they didn’t trust the deliverer of assistance or because they felt there was a very low chance of
receiving help (Table 3). However, businesses did appear to be cautious of initiatives that engaged a third party, as
opposed to including only the interested business and relevant government employees. These findings suggest that the
‘take up’ of government assistance packages for energy efficiency improvement could be enhanced by engaging more
closely with industry in the design, implementation and evaluation of initiatives and through making information about
support programs more accessible to industry.

50

Formerly two separate questions.
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Table 3 – reasons cited by respondents who indicated that they would not be likely to seek access to
different forms of government support for business energy efficiency improvements in Australia in 2012
Percentage of Respondents
Government Assistance Option

Don't
know
enough
about it

Doesn't
meet our
business
needs

Too much
cost or
effort
required

Bad prior
experience

Chance of
receiving
help too
low

Don't trust
deliverer
of
assistance

Provision of information on actions
that can be taken to improve energy
efficiency

5

5

2

0

1

2

Rebates on energy efficiency
improvement investments

6

7

2

1

0

0

A subsidy to help business pay for an
energy audit

4

8

2

2

4

3

Provision of staff training on practices
that can improve energy efficiency

5

12

5

0

2

3

Competitive grants from government
to pay for part of the cost of an
energy efficiency improvement
project

7

9

6

2

6

2

Accelerated depreciation allowances
for investments that improve energy
efficiency

8

16

2

0

0

0

Increased depreciation rates for
investments that improve energy
efficiency

9

17

1

0

0

1

On-bill finance and energy
performance contracts

15

20

4

1

1

5

An obligation on energy retailers to
meet an efficiency target by providing
free or subsidised energy efficiency
upgrades to some of their business
customers

21

21

3

1

4

7

Lease arrangement to replace
equipment with more efficient
versions

18

27

7

2

1

3

Low-interest loans for energy
efficiency improvement projects

15

33

6

0

5

2

Equity investment by public agency,
providing capital for energy efficiency
improvement

25

30

6

2

2

6

Loans for energy efficiency
improvement projects at market
interest rates

17

29

11

6

9

3

18

41

7

0

4

3

23

37

7

2

7

7

13

21

5

1

3

3

Loan guarantees for energy efficiency
improvement projects

An arrangement with lenders and
local government where costs of
upgrading a building’s energy
efficiency are repaid through council
rates for that building

Average count

51

51

Note that many businesses selected multiple reasons for not accessing a particular type of government support.
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The results above have implications for several important policies in place or currently under serious consideration.
Competitive grants programs. These offer partial funding for efficiency investments by successful applicants. The
Commonwealth is currently rolling out the $1 billion Clean Technology Program, which is aimed at manufacturers and
provides capital grants for efficiency projects. The results suggest this kind of assistance is of interest to most businesses
(74 per cent) with those uninterested most frequently citing irrelevance. While problems with previous grants programs,
such as extended waiting periods for results, high participation costs and early cancellation, have been much discussed in
the media, they do not seem to dissuade many businesses from interest in grants. The Clean Technology Program clearly
has strong potential interest and uptake, though smooth implementation is critical.
White certificate schemes. These typically involve an obligation for energy retailers to meet annual energy savings targets,
which they can do either by assisting their customers with free or subsidised efficiency improvements, or by purchasing
savings certificates off other parties who have done so. The upfront costs are spread across the customer base, and in
theory are outweighed by individual savings and downward pressure on wholesale prices and network investment needs.
NSW, Victoria and SA already operate their own white certificate schemes (the Energy Savings Scheme, Victorian Energy
Efficiency Target and Residential Energy Efficiency Scheme, respectively) and the ACT has decided to proceed with a
scheme. The Federal Government is currently investigating the option of a National Energy Savings Incentive, as
recommended by the 2010 report of the Prime Minister’s Task Group on Energy Efficiency and agreed with the Multi-Party
Committee on Climate Change in 2011.
The survey results offer a mixed picture for such schemes. On the one hand they suggest that energy efficiency
opportunities are dispersed across a large number of businesses using relatively small amounts of energy who are capitaland information-constrained. This situation seems well suited to a white certificates approach, which channels capital to
businesses by providing strong financial incentives to retailers and energy services companies with strong information and
capacity. However, only about half of respondents indicated they would take advantage of such a scheme if it were
available. The main reason for not participating was a perception that the assistance was not relevant to business needs,
with a sizable contingent indicating they did not know enough about the policy. The earlier finding that only about 40 per
cent of respondents would go to energy retailers for efficiency advice is relevant, since retailers are a key avenue for
assistance provision under this approach.
On balance the problem for white certificate schemes may be one of perception and understanding. From a beneficiary‘s
point of view they should be little different to a grants program, with scheme complexities mainly an issue for energy
retailers. Close and continuing consultation with business is clearly needed to ensure that the existing state schemes and
possible national scheme are structured and presented so as to maximise their attractiveness.
Property linked finance. These innovative mechanisms aim to overcome the split incentive problem: valuable energy
efficiency opportunities in rental properties go untapped because landlords must make the investment in improvements
while the benefits of lower energy bills go to tenants. Mechanisms such as those in the City of Melbourne’s 1200 Buildings
program recover the cost of efficiency upgrades through a charge linked to property rates, aligning benefits and costs.
However, only 26 per cent of respondents indicated potential interest in this kind of mechanism, making it the least
popular option canvassed. The most common reason given was that the assistance was irrelevant to the respondent’s site,
followed by a lack of sufficient information and lack of relevance to the actual barriers faced by the business.
This underlines two facts about these finance mechanisms. They are niche products, inherently of interest only to a
subsection of businesses that own or occupy leased property – principally commercial office property in major cities. And
the schemes are hard to explain, particularly compared to alternatives like grants and rebates. Again, this does not mean
the mechanism is unsound – merely that it needs to be well targeted and well described if it is to be taken up at scale.
Concessional finance. Since capital availability appears to be a widespread and significant barrier to energy efficiency, one
widely discussed approach to assistance is to provide loans for efficiency. Since a loan must be repaid, the budgetary
impact is limited to any concessionality or loans that go bad. Such loans could be at low interest rates, or at market rates,
but made available more widely than commercial finance; or government could extend loan guarantees that reduce lender
risk and enable more attractive terms for borrowers. Low Carbon Australia, a body owned by the Federal Government,
currently works to provide tailored efficiency finance to a wide range of businesses in cooperation with commercial
partners. The proposed Clean Energy Finance Corporation (CEFC) will be able to provide various forms of concessional
finance to help commercialise and deploy energy efficient technologies, as well as renewable energy.
However, the survey results indicate a limited appetite for these financing mechanisms. It may be unsurprising that
businesses were more likely to seek access to grants (74 per cent) than to loans at commercial interest rates (31 per cent).
However, loan guarantees – which should make finance significantly cheaper – were also attractive to just 30 per cent of
respondents. Equity investments by government (an option for CEFC) were marginally more popular, at 34 per cent. And
low interest loans did best of these finance options, with 43 per cent of respondents potentially interested. The most cited
reason for eschewing these options was that they did not meet business needs, with lack of information also significant.
Energy efficiency finance may have much to recommend it, but its market will be very limited unless it can be well
structured and well marketed.
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conclusions
While the majority of businesses have taken steps to manage their energy use and improve the energy efficiency of their
operations, to date most improvements have been modest. Businesses will have to “step-up” their action if they are to
avoid the worst impacts of rising energy costs, including a new and explicit price on carbon.
While most businesses are relatively light energy users, projected increases in energy prices will add to the pressures on
business and, as this survey found, there is evidence that this is starting to catalyse change. More businesses are
implementing action to improve their energy efficiency than were doing so a few years ago. Many businesses are thinking
about future action, and there is evidence to suggest that their future plans will deliver more substantial energy savings
than they have in the past. The question is: will this change happen fast enough and will it be substantial enough to ensure
the competitiveness of Australian industry is preserved?
This survey is consistent with the view that there are important barriers to business energy efficiency. With options spread
across businesses with individually small energy use, limited management resources and access to capital, poor
information and high transaction costs, efficiency will see limited investment. This suggests there can be a case for
government policies to help businesses improve their energy efficiency. However, the results also strongly suggest that
many current and potential support policies could be better tailored – many businesses feel that current government
offerings do not meet their needs. Major policies under consideration could see limited uptake unless their perceived
relevance is dramatically improved. There is a need to ensure that industry is engaged in the design, implementation and
evaluation of these policies. Over the coming months Ai Group will be conducting further work to determine the industry
utility of government climate, energy and environmental policies, how cost-effective they have been at driving change, and
how they might be improved to drive greater, cheaper change in the future.
The Government’s Clean Technology Program provides an important starting point to support energy efficiency
improvement in the manufacturing sector, and the recent announcement of the first set of successful grants under the
program has been welcomed by industry. However, as this survey indicates, there are still businesses who don’t judge
energy efficiency improvement to be sufficiently important or to whom it hasn’t even occurred to make energy efficiency
improvements. Moreover, many businesses feel they lack the information, resources and capabilities to undergo energy
efficiency improvements or better manage their electricity costs. These findings indicate the need for a concerted effort,
both to lift industry awareness of the importance of preparing for increases in energy prices and the introduction of a
carbon price, and to ensure that businesses are appropriately skilled to undertake the necessary change.
Ai Group is working hard to help businesses reduce their exposure to energy and carbon prices. We have argued strongly
for well-designed assistance measures to alleviate the impacts of carbon pricing, and continue to monitor the introduction
of the scheme and the effectiveness of the assistance. Our environment and energy services team is conducting energy
audits and assessments at sites across the country, identifying and ranking the cost effective savings options available. In
many cases the team will also help prepare applications for grant funding and steer the resulting projects towards
implementation. An ambitious schedule of activities funded through the Energy Efficiency Information Grants program will
see Ai Group offer a large number of free outreach sessions to business on both broad and specialised efficiency topics, as
well as cluster groups where businesses can exchange best practices, and onsite assistance for particularly vulnerable
businesses.
In addition to these activities, there are a number of potential opportunities to explore the findings of this report further.
These include:
•

deeper examination of the reasons why businesses would or would not try to access specific forms of
government assistance to support improvements in business energy efficiency;

•

more detailed work by the Commonwealth and the States on how the survey findings line up with their own
current and planned policies to support improvements in business energy efficiency; and

•

further survey work to provide ongoing assessments of business energy use and steps taken by businesses to
enhance their energy efficiency.

These possibilities are discussed in more detail below.
Further review of Government policy
This survey sought businesses’ opinions about the types of government assistance options they would try to access if
available. It also asked for reasons where businesses indicated that they would not try to access particular forms of
assistance. These questions could be explored in more detail:
•

32

the alignment between what businesses are looking for in an energy efficiency assistance policy and the polices that
are available in each jurisdiction;
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•
•
•
•

what programs businesses are actually accessing (as opposed to the kinds of policy they would potentially be
interested in accessing); their experience with these programs; what they have achieved by participating; whether
they would recommend specific programs to other businesses; and what suggestions they have for improvement;
business knowledge of specific programs and how and where they have acquired this knowledge;
the specific needs of businesses in relation to energy efficiency and the ways in which they wish to access support;
and
the parties (outside of government) that businesses would be interested in working with to access support for energy
efficiency improvement.

Monitoring business energy use and progress made in improving business energy efficiency
As this report has highlighted, effective government energy efficiency assistance requires a greater understanding of the
factors that are motivating businesses to improve their energy efficiency and the factors that are holding them back. There
is no substitute for deeper engagement with industry during policy design, implementation and evaluation to understand
how to overcome barriers and improve the attractiveness and effectiveness of assistance policies.
However, by undertaking further survey work Ai Group can ascertain how well this engagement is working – or how well it
is translating into business action. Questions of interest could include whether industry interest in government assistance
policies is growing; whether this interest is translating into business action; and what kinds of action are being supported.
This would enable conclusions to be drawn about the value of government support for industry and the effectiveness of
government energy efficiency policies.
Moreover, by monitoring changes in business energy use, and more specifically the significance of these changes to
businesses, it may be possible to draw some useful conclusions about the factors driving or inhibiting further
improvements in business energy efficiency. This information will be useful to both government and industry; to enhance
the effectiveness of government policy and to ensure that government policy better services industry needs. It will also
help track business responses to rising energy prices, and the degree to which those prices are impacting actual
consumption, costs and competitiveness.
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appendix: survey questionnaire
1

Your site’s energy use

1.1

Approximately how much did your site spend purchasing the following types of energy in 2008 and 2011?

1.2

2008

2011

Electricity

$k

$k

Gas

$k

$k

Fuels (petrol, diesel, LPG etc)

$k

$k

How much electricity did you generate on-site in 2008 and 2011, in megawatt-hours?
(enter 0 if you had no on-site generation)

1.3

1.4

2008

2011

……………………………..MWh

……………………………..MWh

How do your energy costs compare with other costs such as labour, materials, rent, advertising, etc? (Please
select one of the following)
1

Energy is our most significant expense

2

Energy is one of our major expenses

3

While important, energy is not a major expense

4

Our energy costs are relatively low

What sorts of electricity pricing arrangement applied to your site in these years? (tick all that apply)
2008

2011

Flat Rate
Variable according to amounts of energy
consumed
Variable according to time of use
Variable according to wholesale electricity spot
prices
Other

1.5

Does your site actively manage electricity use in response to your pricing arrangements? (Circle one)
1

1.6

Yes

34

No

Does your site have an arrangement to sell electricity demand reduction or on-site generation to one of the
following? (Tick any that apply)
If you ticked “yes” for any option, how much reduction/generation
capacity do you offer (in kilowatts)?

No (go to 1.6)

1.7

2

Yes, to an electricity retailer

……………………………..kW

Yes, to an electricity network company

……………………………..kW

Yes, to a demand aggregator

……………………………..kW

If you answered YES to 1.4 or 1.5, please indicate how you manage electricity. If you answered NO to either
question, please indicate any reasons that apply.

IF YES, tick any methods you employ to manage
your electricity demand

IF NO, tick any reasons that apply.

1

We reduce our load

6

We lack information about opportunities

2

We shift the timing of our peak load

7

We lack internal capacity or skills

3

We generate electricity on site using cogeneration

8

Not part of our business model

4

We generate electricity on site using diesel generators

9

Not judged to be sufficiently important

5

Other

10

We haven’t considered these options
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1.8

Has your site taken steps to manage electricity network charges (ie supply charges)? (tick yes/no)
IF YES, tick any methods you employ.

IF NO, tick any reasons that apply.

1

Power factor correction

4

We lack information about opportunities

2

Setting a limit on peak demand

5

We lack internal capacity or skills

3

Other

6

Not part of our business model

7

Not judged sufficiently important

8

We haven’t considered this option

2

Actions to improve energy efficiency (ie the reducing the amount of energy used to produce a dollar of sales)

2.1

Has your site taken action to improve energy efficiency in the past 3 years? Are any actions planned for the
next 3 years? (Tick all that apply)
Action

2.2

Done in the past 3
years

Conduct a formal energy audit or assessment

1

15

Identify major uses of energy in the business

2

16

Install additional energy monitoring equipment

3

17

Change staff practices to encourage energy efficiency

4

18

Replace small equipment with more energy efficient alternative

5

19

Replace major equipment with more energy efficient alternative

6

20

Insulation

7

21

Lighting upgrade

8

22

Optimise compressed air systems

9

23

Optimise heating, ventilation or air conditioning (HVAC)

10

24

Fuel switching (eg. from electricity to gas)

11

25

Installation of cogeneration or tri-generation

12

26

Installation of renewable energy

13

27

Other (please specify):______________________

14

28

If you took or plan to take action, please indicate the percentage improvement in your site’s energy
efficiency attributable to these actions: (enter 0% if there are no relevant actions)
Past 3 years

Next 3 years

Reduction in energy used to produce a unit of output or revenue

2.3

Planned in the next 3
years

%

%

If you took or plan to take action, please indicate the importance of each of the following motivations: (Tick all
that apply)
Past 3 years

Next 3 years

Very
important

Somewhat
important

Not
important

Very
important

Somewhat
important

Not
important

Energy prices at the time

1

2

3

1

2

3

Anticipated future energy prices

1

2

3

1

2

3

General desire for cost reduction

1

2

3

1

2

3

Anticipated carbon price / tax / trading scheme

1

2

3

1

2

3
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Past 3 years
...continued

2.4

Next 3 years

Very
important

Somewhat
important

Very
important

Somewhat
important

Very
important

Somewhat
important

Regulatory requirements

1

2

3

1

2

3

Head office requirements

1

2

3

1

2

3

Implementation of an environment management
system (eg. ISO14001)

1

2

3

1

2

3

Customer / supply chain requirements

1

2

3

1

2

3

Routine optimisation

1

2

3

1

2

3

Ordinary replacement of property, plant, equipment

1

2

3

1

2

3

Corporate social responsibility, concern for
environment, or similar

1

2

3

1

2

3

If you have NO plans to improve energy efficiency in the next 3 years, please indicate why: (Circle all that apply)
1

Have already implemented all cost-effective actions

2

Not a priority for the business

3

Lack of resources for energy efficiency improvement

4

Don’t know how to improve energy efficiency

5

Uncertainty over business conditions / policy support

6

Other (please specify below)

………………………………………………………………………………………………………………………………………………………………………………

3.1

3.2

How quickly must an energy efficiency improvement project pay back its upfront costs before you will
consider it worth the expense? (Please select one of the following)
1

Within 1 year

2

Within 2 years

3

Within 3 years

4

Within 4 years

5

Within 5 years

6

Within 6 years

7

We don’t use a general payback benchmark

8

Other (please specify): ______________________

Would you require a different payback for business investments unrelated to energy efficiency? (Circle)
1

4
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No

2

Yes, a shorter payback

3

Yes, a longer payback

Where would you go to seek information on energy efficiency improvement? (Circle all that apply)
1

Industry association

2

Government agency

3

Energy retailer

4

Commercial energy efficiency experts (eg. consultants)

5

Current staff expertise

6

Professional / technical publications

7

Other businesses in your sector

8

Unsure

Energy shock

pressure mounts for efficiency action
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Governments have considered many different ways of helping business to improve energy efficiency. Look at the following options. Would your site try to
access them if they were available? If not, why not?
Government assistance option
If you would NOT try to access the assistance, why not? (Circle all that apply)
Would
Don’t
Too much
Doesn’t
Chance of
you try to
Don’t trust
know
Irrelevant
cost or
Bad prior
address
receiving
deliverer of
access?
enough
to my site
effort
experience
our actual
help too
(Tick for YES)

about it

required

barriers

low

assistance

5.1

Provision of information on actions that can be taken to improve energy
efficiency.

1

2

3

4

5

6

7

5.2

Provision of training for staff on practices that can improve energy efficiency.

1

2

3

4

5

6

7

5.3

A subsidy to help business pay for an energy audit
An energy audit assesses how your business uses energy and what opportunities
there are for you to improve energy efficiency.

1

2

3

4

5

6

7

5.4

Competitive grants from government to pay for part of the cost of an energy
efficiency improvement project
Businesses would apply for government funding, with the most meritorious
applications selected by a government panel. Not all applicants would succeed.

1

2

3

4

5

6

7

5.5

Accelerated depreciation allowances for investments that improve energy
efficiency
Accelerated depreciation would enable your business to write off an investment
in energy efficiency improvement faster than the standard rate of depreciation.

1

2

3

4

5

6

7

5.6

Increased depreciation rates for investments that improve energy efficiency
Increased depreciation rates would enable your site to claim more than 100% of
the cost of an energy efficiency improvement for tax purposes

1

2

3

4

5

6

7

5.7

Rebates on energy efficiency improvement investments
Businesses would be entitled to a rebate for part of the cost of
purchases/investments on a list of pre-approved efficiency measures, such as
high-efficiency appliances replacing low-efficiency ones

1

2

3

4

5

6

7

5.8

Loans for energy efficiency improvement projects at market interest rates

1

2

3

4

5

6

7

Energy shock

pressure mounts for efficiency action

37

Assistance option

If you would NOT try to access the assistance, why not? (Circle all that apply)

Would
you try to
access?
(tick for YES)

Don’t
know
enough
about it

Irrelevant
to my site

Too much
cost or
effort
required

Bad prior
experience

Doesn’t
address
our actual
barriers

Chance of
receiving
help too
low

Don’t trust
deliverer of
assistance

5.9

Low-interest loans for energy efficiency improvement projects
Businesses would be able to access loans for actions to improve energy efficiency
at an interest rate below the market rate of interest

1

2

3

4

5

6

7

5.10

Loan guarantees for energy efficiency improvement projects:
The government agrees to repay the lender if the borrower is unable to, allowing
businesses to access more (or cheaper) commercial finance than otherwise

1

2

3

4

5

6

7

5.11

On-bill finance and energy performance contracts
An electricity retailer or energy service provider implements an energy efficiency
improvement at your site; they bear upfront costs, and are repaid over time,
either on your (reduced) bill or through a share of energy cost savings

1

2

3

4

5

6

7

5.12

An arrangement with lenders and local government where the costs of
upgrading the energy efficiency of a building are repaid through the council
rates for that building
Repayments are made as part of council rates by the occupant of the moment,
who also gets the operational savings; when an occupant leaves, the next
occupant takes on the costs and benefits

1

2

3

4

5

6

7

5.13

An obligation on energy retailers to meet an efficiency target by providing free
or subsidised energy efficiency upgrades to some of their business customers.
Upfront costs would be spread across all their customers.
Businesses may get free or subsidised efficiency upgrades organised by experts.
Those not receiving assistance bear some of the costs anyway, though reduced
energy demand may put downward pressure on energy prices

1

2

3

4

5

6

7

5.14

Lease arrangement to replace equipment with more efficient versions
This replaces upfront purchase costs with ongoing lease costs, which should be
offset by ongoing energy cost savings

1

2

3

4

5

6

7

5.15

Equity investment by public agency, providing capital for energy efficiency
improvement project

1

2

3

4

5

6

7
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Finally, some general information about your site:

6.1

In which industry does your primary site mainly operate? (Please circle)

6.2

1

Food Product Manufacturing

2

Beverage & Tobacco Manufacturing

3

Textile, Leather, Clothing & Footwear
Manufacturing

4

Wood Product Manufacturing

5

Pulp, Paper & Converted Paper Product
Manufacturing

6

Printing (including the Reproduction of Recorded Media)

7

Petroleum and Coal Product Manufacturing

8

Basic Chemical and Chemical Product Manufacturing

9

Polymer Product and Rubber Product
Manufacturing

10

Non-Metallic Mineral Product Manufacturing

11

Primary Metal and Metal Product Manufacturing

12

Fabricated Metal Product Manufacturing

13

Transport Equipment Manufacturing

14

Machinery and Equipment Manufacturing

15

Furniture and Other Manufacturing

16

Wholesale Trade

17

Accommodation and food services

18

Services including Finance, Insurance, Property, Business,
Personal and Recreational

19

Energy & Water Supply

20

Construction

21

Mining

22

Agriculture

23

Retail trade

24

Transport, postal and warehousing

25

Other (please specify) …………………………………….

Where is your site located? (Please circle metro or regional, and state)
Metropolitan

6.3

Regional

NSW

VIC

QLD

WA

SA

TAS

ACT

NT

Please estimate your site’s sales revenue (or output value, if you have no direct sales) and number
of employees in the following years:
2008

2011

Sales ($ millions)
Employees (equivalent full-time)

THANK YOU – PLEASE RETURN BY 9 MAY 2012 – FAX TO (03) 9867 0262
OR BY MAIL IN THE REPLY PAID ENVELOPE SUPPLIED.
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