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Case Study: Transpower Demand Response  

This case study demonstrates the active participation of electricity consumers reducing 

demand in order to postpone capital investment and achieve other benefits. 

 

Demand Response (DR), or demand side participation, allows electricity consumers to respond 

to a signal from an organisation, like Transpower, to reduce their electricity demand for a period 

of time in exchange for a payment. It’s a win-win situation where consumers are compensated 

for their involvement and see lower charges long term, while helping Transpower manage 

demand on the national electricity grid.  

 

The benefits include: 

 Lower costs to all customers – any reduction in peak demand can result in reduced grid and generation investment. Less 
transmission and generation infrastructure means lower electricity costs; 

 Increased reliability of service – if Transpower can switch off non-essential load in response to transmission or generation 
failures, supply can be maintained to customers’ essential services; 

 Reducing carbon footprint – Continuing to ‘expand’ the current grid will increase the footprint of the grid, which Transpower 
would like to limit where possible; 

 Payment for participation – Those consumers who enrol in Demand Response will receive payment for participation. 

 

Transpower commenced using the new Demand Response 

platform in June 2013, and is targeting large electricity users as 

well as smaller business consumers, with the aim of having at 

least 100MW registered across the programme. 

There are two options for participants:  

 Economic DR – Providers bid to provide a demand 

response to offers by Transpower comprising a 
requested reduction and a strike price (in $/MWh). 

 Security DR – Providers make available a guaranteed 

level of demand reduction if Transpower calls a 
Security DR 

 

Since the programme started in July 2013, Transpower has received a very positive response. Interest in the programme is high, with 

eleven parties signing up to provide demand response, varying from commercial businesses, to electricity industry participants, and 

larger industrials. 

In total 128 MW has been offered compared to the target of 100 MW. It was also offered at a lower cost than anticipated, which makes 

demand response a real, and very exciting, opportunity for New Zealand.  By September 2013, midway through the market 

programme, the Transpower DR team had successfully completed ten DR events, with each designed to answer specific questions 

about how DR could be used during different scenarios on the grid. Performance had been positive enough for Transpower to use DR 

to support the power system in times of real need during those initial events. 

Transpower’s Chief Executive Patrick Strange states “We strongly believe that demand response programmes can provide numerous 

benefits in managing the National Grid going forward. Ultimately, we can reduce the number of physical assets that need to be built in 

the future, meaning lower costs to the end consumer.” 

“Demand response will have a much wider role in making the electricity system more cost-effective for customers in the future and this 

Transpower programme will be a valuable prototype for this,” he said.  


