


As usual



The key of the “death spiral” is that there 
are some common costs (the grid) that 
are paid via the price. Households with 
solar panels can avoid contributing to 
some of these costs.



We have a few more options: a flag to 
solve investment or keep it fixed, the 
retail price, the size of solar panels (kw) 
and the millions of households.
Nem is an indicator of the NEM policy.

Model has three sectors, focused on residential households



I assume that households consume proportionally to 
residential demand, and define if they are over or under 
the output from their panels. Selfc is self consumption, 
gout is the amount of solar put back in the grid.



This defines the profitability of different NEM policies.

I introduced an extra binary variable to “turn on” when 
all households already have panels.

To keep things simple, this is only about solar panels.



Once we solve the model, we can see how much each 
household should pay: total costs divided by demand.



Under net-metering, households not always contribute 
to pay: it erodes “the base” (the denominator).



Notice, this is holding investment fixed! Incentives to 
invest will be affected by these tariffs.



Here we find the equilibrium investment.
We update retail prices and resolve the market 
equilibrium.



The final tariffs are much different!
With NEM 1, here everyone invested, so no one left 
behind, but in practice households cannot access 
these investments.



Tariff design is a way to encourage residential rooftop 
solar. The equilibrium can be nuanced and still a 
source of public debate.
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