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Executive summary

Executive summary

Subject of the study

The European Commission's DG Health and Consumers commissioned the ECME Consortium to
undertake a sectoral market study of the functioning of the retail electricity market for consumers
in the European Union. The retail electricity market had been identified as a market with a high
likelihood of not functioning well for consumers in the second Consumer Market Scoreboard and a
number of surveys had indicated that consumers in the retail electricity market faced a number of
problems.

The purpose of the current study is to provide further evidence and analysis of how retail
electricity markets really work for consumers. The overall aim of the study is to address the
following two overarching questions:

1) Can consumers benefit from a well-functioning electricity market in terms of price, choice
and innovation?

2) Are consumers able to make informed, rational and empowered decisions?

The first of these two questions focuses on the functioning of the market and for example whether
the range of products on offer, the quality of products and services, and the price meet
consumers’ expectations.

The second question focuses on the decision making process of consumers and their ability to take
the best possible advantage of what the market offers.

Scope of study

The study and data collection covers household consumers in all 27 Member States. Non-
household consumers such as SMEs fall outside the scope of the study, although some of the
issues raised in this report may also apply to non-household consumers.

The scope of the study is limited to the retail electricity market. The retail electricity market is the
final part of the electricity supply chain and does not include generation, transmission and
distribution of electricity. Hence, the study focuses mainly on the interaction between suppliers
and (household) consumers of electricity.

However, we note that in some cases certain aspects related to electricity supply such as metering
typically is undertaken by distribution system company (DSO). Furthermore, in some Member
States part of the electricity supply chain is vertically integrated. For example, it is common for
distribution companies to also supply electricity to household consumers and in some countries
there are also strong ties between generation companies and suppliers.

The structure of the electricity supply chain and the liberalisation process obviously play a major
role in how electricity markets function but these issues are only considered when necessary to
describe the context, give a complete picture of the consumer conditions, or in so far as they
provide an explanation for the functioning of the retail market or consumer participation.
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Study approach
The selected approach consisted of three parts:

m development of detailed research questions;
m primary data collection and analysis; and

m comprehensive review of existing material and secondary data sources.

First, the ECME Consortium in consultation with the Commission developed a number of detailed
research questions which would assist the assessment of the functioning of the retail electricity
markets and consumers’ participation in the market.

The research questions on the functioning of the retail market focused on regulatory environment,
market structure, choice, price, affordability, billing and payment, quality of service, and
innovation.

The research questions on consumer participation in the market focused on general consumer
attitudes and expectations, consumer awareness, availability and quality of information, customer
mobility, customer experiences, problems, complaints and complaint handling.

The detailed research questions were principally addressed through an extensive primary data
collection exercise. In particular, as part of this study the ECME Consortium has undertaken:

[ | A general consumer survey which focused on consumer awareness, consumer attitudes
and expectation, consumer mobility, choice, affordability, quality of service, problems
experienced by consumers and complaint behaviour.

[ ] A follow-up consumer survey related to billing and payment were respondents were
asked to have their electricity bill in front of them.

[ ] A number of mystery shopping exercises focusing on the availability and quality of
information and assistance provided by consumers and all aspects of the supplier
switching process from initial enquiries about termination policies, search for alternatives
and evaluation of alternatives.

[ | A price collection exercise collecting detailed tariff information from suppliers covering at
least 80% of consumers, for three different consumption levels and for different contract
types (peak/off-peak vs. unique price contracts, fixed vs. variable price contracts, green vs.
non-green energy contracts and for social vs. non-social tariffs).

[ ] Surveys of national stakeholders, i.e. of national electricity regulators, consumer
protection authorities, national ombudsmen and alternative dispute resolution bodies,
company-specific ombudsmen and consumer associations. The surveys were tailored to
the type of stakeholder and aimed at collecting data about stakeholders’ views and
perceptions of the functioning of the market and consumer behaviour as well as
information about the regulatory environment, roles and responsibilities of different
stakeholders, complaint handling, innovation and enforcement regimes.

[ | Consumer focus groups focusing on consumer attitudes, awareness and expectations in
relation to smart-metering as well as possible behavioural changes associated with
implementation of smart-meters. Information was collected in two consumer focus
groups: one focusing on the ex-ante expectations associated with implementation of
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smart-metering (Belgium) and one focusing on the ex-post experiences after
implementation (Italy).

In addition, a comprehensive review of existing material in the area was undertaken and relevant
data from secondary data sources such as Eurostat and Eurobarometer was analysed.

Information at the country level was collated into 27 country fiches summarising the information
collected for each country as part of the desk research. These country fiches were presented to
the national electricity regulators for comment and regulators were asked to check that there
were no major omissions or misunderstandings. In the few cases where no comments were
received we have taken this to imply that there are no significant misunderstandings (Annex A).

One page country sheets present the most relevant features and findings for each Member States
(Annex B).

We now turn to a synthesis of the main results of the study.

Choice and comparability

An outcome of the liberalised electricity markets appears to be increased choice of suppliers and
tariffs. If tariffs and products offered by different providers are transparent and consumers
actively compare alternatives and choose the best alternative, consumers may enhance price
competition in the market.

Choice of electricity products

The price collection exercise allows for an assessment of the range of tariffs available in the 27
Member States at the time. The results indicate that:

m  most tariffs are fixed rate rather than variable rate tariffs;
m more tariffs have a unique price, rather than different peak and off-peak prices; and

m  most contracts have an unspecified duration, rather than a fixed one-year or two-year
duration.

In some Member States there is a choice of a wide range of suppliers and tariffs, while in other
Member States choice is relatively limited. For example, only variable price contracts are available
in some countries while only fixed price contracts are available in other countries. Similarly, in
some countries no green energy options appear to be available, although there does seem to be
an appetite for environmentally friendly products.

In contrast, contracts with unspecified duration, contacts with a unique price and peak/off-peak
contacts exist in almost all Member States. However, our analysis suggests that peak/off-peak
tariffs are not available in Denmark, Malta and Sweden.

A notable finding is that the average price paid per kWh is generally higher for consumers with
lower consumption levels. This feature is unfortunate because it reduces the incentives to reduce
electricity consumption and it implies that low consumption consumers pay a disproportionately
high share of the costs of the electricity supply chain. If consumers with low electricity
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consumption are also consumers with a low income, this has unfortunate distributional
consequences.

The study suggests that consumers value a wide choice of tariffs and suppliers and a positive link
appears to exist between the extent to which consumers believe that their supplier offers a
sufficient choice of tariffs and the extent to which consumers are satisfied with services and tariffs
provided by their supplier. In addition, consumers tend to be more satisfied if there is a large
variety of tariffs, suppliers and contract types.

Generally consumers would like more choice in terms of tariffs offered by their current supplier
and by alternative suppliers. This is particularly the case in Greece, Cyprus and Malta where a large
share of consumers also indicate that they would like to change electricity supplier in the future
but are currently unable to do so because the markets are characterised by national monopolies.

Comparability of tariffs and suppliers

However, if the choice becomes too complex, it may become difficult for consumers to compare
alternatives and price transparency may be reduced.

The results of the general consumer survey indicate that it seems to be easier for consumers to
compare different tariffs from the same supplier than from different suppliers. This is not
surprising given the added complexity involved with comparing, for example, levels of customer
service and different terms and conditions. Both the comparability of tariffs and the comparability
of suppliers could be improved.

Price comparison tools seem to make it easier for consumers to compare alternative offers from
different suppliers. However, consumers generally have limited experience using price comparison
tools although the results of the mystery shopping exercise show that such tools are available in
most Member States. Similarly, consumers in most Member States have very little experience
comparing offers from the same or alternative suppliers

Overall, the findings suggest that the markets are not very transparent and that consumers are not
very active in terms of comparing alternatives. This indicates that, although there is competition in
most markets (in terms of alternative offers and suppliers), the strength of competition in practice
is lower than it could be.

Customer mobility

In most Member States the percentage of consumers who have switched supplier within the last 2
years is very low and across the EU 6.2% of consumers have switched supplier within the last 2
years. However, switching rates vary with relatively high switching rates in countries such as
Ireland, Germany, Sweden and the United Kingdom and low switching rates in Hungary, France,
Luxembourg, Portugal, Slovakia, Slovenia and Spain.

Low switching rates are consistent with the finding that consumers are not particularly active in
terms of searching the market. This finding further supports the conclusion that the actual level of
competitive pressures arising from consumers in the market may be limited.

ECME Consortium
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Ease of switching

In some Member States it appears that switching is not as easy as it could be and this suggests that
switching procedures could be improved and simplified. However, switching rates are not
necessarily high if consumers find it easy to switch. In particular, consumers in Denmark and
Luxembourg indicate that switching is relatively easy but supplier switching rates in these
countries are low.

Unsurprisingly, there is evidence that it is easier for consumers to switch tariff with their current
supplier than to switch to alternative suppliers. This finding fits well with the finding that the
comparability of tariffs from the same supplier is better than the comparability of offers by
different suppliers.

Consumer loyalty

The interest in switching is largest in countries where there is no real possibility to switch (Greece,
Cyprus, Malta and Bulgaria). This may be because the quality of service and supplier behaviour is
particularly poor in some of these countries. In particular, Greece, Malta and Bulgaria appear to
have relatively low quality of service, perhaps due to the lack of competition. However, despite
having no competition, Cyprus does not stand out as an example of a country where conditions for
consumers appear to be particularly poor.

Choosing the best alternative

Evidence from the mystery shopping exercise suggests that in some countries the average
potential savings associated with supplier switching are very large and these savings appear to be
increasing with the complexity' of the choice.? On the other hand, evidence from the survey
suggests that savings achieved by those consumers who have switched tariff is on average quite
small.

There may be several reasons for these striking results. One is that some of the potential savings
are due to introductory offers and so do not reflect savings on the steady-state. Another is that
consumers who have switched may not have done so as a result of a fully informed choice and the
corresponding savings have thus fallen far below the maximum they could have achieved with a
more informed choice.

This latter explanation is further supported by the finding that consumers generally are relatively
uncertain that they are on the cheapest tariff given their electricity consumption. Furthermore,
consumers across EU-27 generally rate the competitiveness of prices and the fairness and
reasonableness of prices relatively low. This suggests that consumers expect that there are
cheaper tariffs in the market. In light of this finding, it is surprising that more consumers have not
searched for alternative offers from the same supplier or from alternative suppliers.

! The complexity of the choice is measured by a composite index which takes into account 1) the number of different contract types
found in the price collection exercise, 2) the average number of tariffs found per consumption level and power intensity per
supplier and 3) the average number of alternative suppliers found by mystery shoppers.

% There is also a positive link between the complexity of the market (measured by the choice complexity index) and price dispersion
measured by the range of prices collected in the price collection exercise.
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This suggests that, despite having a large variety of choices and large potential savings from
switching, consumers in mature, liberalised markets are not on average on the cheapest tariff.
Hence, large potential benefits associated with choice are not currently being realised.

The results, however, do not suggest that this is because there are fewer tools for consumers to
compare tariffs and suppliers in Member States where there is a high complexity of tariffs. In fact,
the results suggest that the contrary is the case. This may be because Member States with a highly
complex choice of tariffs are also Member States where consumers have access to good price
comparison tools and where consumers have prior experience comparing different offers.

Instead, an explanation might be that consumers are somewhat reassured by the high perceived
level of competition in mature, liberalised markets and so expect that prices are low in general
regardless of the supplier selected. Consumers in these markets may assume that there is thus no
need to search for alternative offers and switch tariff or supplier.

Determinants of switching

A cross-country analysis of differences in supplier switching rates shows that supplier switching
rates increase with the awareness of alternative suppliers that consumers can switch to. As a
result, supplier switching rates would be expected to increase if awareness of alternative suppliers
is higher.

Furthermore, supplier switching rates increase with the maturity of the liberalised market;
possibly because switching procedures become easier with time and consumers become more
familiar with switching and the possibility of switching. The analysis also shows that consumers
who have switched supplier in the past 2 years also are less loyal to their current supplier.

Finally, supplier switching rates depend positively on the market share of the largest four suppliers
when controlling for awareness of alternatives and the maturity of the market.

It is worth noting that the analysis also suggests that satisfaction with suppliers is not a statistically
significant variable explaining supplier switching.

Consumer views on the functioning of the market

Overall consumer satisfaction

One indicator of the functioning of the retail electricity market for consumers is overall consumer
satisfaction.

Generally, consumers indicate that they are quite satisfied that the services provided by their
current supplier live up to what they want.

However, there are cross-country differences and analysis of these differences shows that
consumer satisfaction increases with reliability of supply, bill transparency, and perceived fairness
and reasonableness of prices.

ECME Consortium
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Consumer awareness about the retail electricity market

One of the clearest findings of the study is that consumers across all 27 Member States feel very
poorly informed about the retail electricity market. This may cause significant problems of
informational asymmetry where suppliers are in a position to exploit consumers’ lack of
knowledge to their benefit.

Consumer awareness varies considerably across different aspects of the electricity market and in
particular:

[ ] Consumers across EU-27 have a relatively good understanding of the amount they pay for
electricity. In comparison, consumers have less knowledge of the volume of electricity
they consume in kWh and consumers mainly think in monetary terms (rather than volume
terms) when evaluating their consumption and measures to reduce consumption.

[ | Consumers have a poor knowledge and understanding of their current electricity
agreement and a limited awareness of alternative tariffs.

[ | There are large variations across the 27 Member States in terms of consumers’ ability to
name an alternative supplier. In Ireland, the Netherlands and the United Kingdom
consumers are generally able to do so but consumers’ ability to name alternative suppliers
is low or very low in Hungary, France, Luxembourg, Poland, Portugal, Slovakia and
Slovenia.

[ ] It is worth noting that Latvia and Lithuania stand-out as countries with a high level of
awareness of the volume of electricity consumed, the amount consumers pay, and
understanding of the bill. This suggests that the metering and payment system in these
countries works relatively well in terms of keeping consumers informed despite the fact
that consumers do not receive a bill.

[ ] Ireland, Germany and Cyprus also stand out as examples of countries where consumers
seem relatively well-informed.

Availability and quality of information and assistance

The low level of awareness may be due to the fact that consumers, in general, do not feel that
they are kept regularly informed by their supplier about tariffs and services. However, the results
of the general consumer survey and the mystery shopping exercises show that suppliers typically
do make such information available for example on their website or by providing assistance
through their customer service department. Therefore, it appears that consumers feel
inadequately informed when they need to actively search among information that suppliers make
available to them in a non-tailored form.

The evidence also suggests that the information provided by suppliers on electricity bills, in
contract terms and about tariffs could be clearer and easier for consumers to understand.
Furthermore, the assistance provided by suppliers in response to questions could be improved as,
generally, satisfaction ratings for assistance provided are low.
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All these factors are likely to contribute to the fact that consumers do not feel particularly well-
informed about the electricity market.

Trust in suppliers

Assessments of the trust in suppliers and the quality of service provide additional indications of
the functioning of the market.

Evidence from the consumer survey suggests that consumers do not always trust suppliers to
behave in an appropriate way and provide fair contract terms which guarantee consumer rights
and advertising material that is not misleading or deceiving.

The ratings of the consumer trust in suppliers to generally respect consumer protection rules and
to ensure that bills accurately reflect consumption are more favourable with the latter being
slightly better rated than the former.

Perception of quality of service of suppliers
In terms of perceptions of quality, the evidence gives rise to the following conclusions:

[ | Consumers across EU-27 rate the reliability of service highly but notable exceptions are
Malta, Bulgaria and Greece.

[ ] In comparison, other quality measures such as the speed of service in relation to
connection and disconnection, overall service quality and staff quality are rated slightly
less favourably.

[ ] The biggest quality of service problems seem to be related to the quality of technical
customer services provided by suppliers and the reaction to problems and questions
raised by consumers.

[ ] Most significantly, consumers generally indicate that there is room for improvement of
supplier behaviour in terms of the quality of advertising and pre-contractual information
as it is sometimes seen as deceiving, misleading or omitting relevant information.

[ | Bulgaria and Malta, and to a lesser extent, Greece and Spain stand out as countries with
relatively poor quality perceptions. At the other end of the scale we have Austria and
Cyprus, and to some extent Ireland, Germany and Finland.

The views of stakeholders and consumers are often diverging with regards to the perceived quality
of service and advertising.

Attitudes towards energy consumption
Actions taken by consumers to reduce energy consumption suggest that most consumers across
EU-27 have actively tried to reduce electricity consumption within the last year; mostly by

switching off light and appliances or by purchasing energy saving light bulbs.

Consumers may try to reduce electricity consumption for environmental reasons or to reduce
costs. Evidence suggests that efforts to reduce energy consumption are higher in countries where

ECME Consortium
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the cost of electricity is high. Furthermore, evidence from the smart-metering focus groups
suggests that consumers equate reductions in consumption with reductions in the costs of their
consumption.

Billing and payment

Information and transparency

Bill transparency appears to be one of the key determinants of consumer satisfaction and, in
addition, the electricity bill can be used as a regular means for the supplier to actively provide its
customers with information. In some Member States regulation in the area is very prescriptive in
terms of what information the bill must provide.

Analysis of the extent to which consumers are able to find and understand specific pieces of
information on their electricity bill suggest that the ability to find and understand information
varies greatly according to the information:

Only the amount due, the supplier name and the billing period were found easily or fairly
easily on the bill by 90% of more of survey respondents on average across the EU27. There
are a few Member States where a smaller share of respondents indicated that it was easy
or fairly easy to find and understand the information. However, generally the variation
around the EU27 average was small.

Other important pieces of information such as the supplier contact details, the payment
details, the complaint procedures and the electricity consumption were on average easy or
fairly easy to find and understand for between 80% and 90% of survey respondents across
EU-27. However, there was a wider dispersion across Member States.

Information about whether the bill was based on actual or estimated consumption, the
price breakdown into taxes, distribution and transport charges, etc, the amount of fixed
charges, the methods of payment that can be used, the price per kWh, the type of tariff
the respondent is on, whether online payment can be made and how to access the
account were viewed as being easy or fairly easy to find and understand by only 50% to
80% of survey respondents. Moreover, the data suggest that the actual outcomes are
highly varied across Member States.

Only 25% to 50% of respondents reported that it was easy or fairly easy to find and
understand information on the bill on help with payment issues, the standing charge
element, the date of the next bill, alternative bill formats, the amount payable on next bill,
the penalty for late payment and the energy sources. The data again suggests a substantial
degree of variation around the EU average.

Finally, less than 25% of survey respondents found it easy or fairly easy to identify and
understand information on the bill relating to energy saving, the duration of contract, the
name of a third-party to contact in case of problems, special offers, the notice period if
switching and switching information. While dispersion of the results at the Member States
level remains important, it is somewhat less than for the two previous sets of information.
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The functioning of retail electricity markets for consumers in the European Union Xiii



Executive summary

The impact of different billing frequencies and billing and payment methods on consumer
awareness is also analysed. The evidence suggests that:

[ ] Less frequent billing does not result in a systematically lower awareness of the amount of
electricity consumed or the amount paid. Nor does it impact on consumers’ assessment of
the usefulness of the information provided on the bills.

[ | In contrast, the use of estimated consumption does reduce consumers’ awareness of the
volume of electricity consumed and the consumers’ assessment of the usefulness of the
information provided on the bill. However, it has only a very small impact on consumers’
awareness of the amount paid.

[ | The reception of regular bills in addition to the reconciliation bill does not contribute to
increase consumers’ awareness or assessment of the usefulness of the billing information.

[ ] Finally, consumers who have chosen an automatic payment means (direct debit or
standing order) which does not require them to take even a cursory look at their bill are
significantly less aware of their electricity consumption and somewhat less aware of the
amount they have to pay.

Reconciliation bills

Most consumers are able to identify whether their bill is a reconciliation bill but there are large
variations in the extent to which consumers are able to find and understand the information on
reconciliation bills:

[ ] In many Member States consumers are also able to find and understand the actual meter
reading, the amount paid, and the balance (whether credit or debit). However, there were
large variations in the responses and in some countries a large share of respondents was
not able to find this information at all.

[ | Consumers across the EU found it harder to find and understand information about
whether their regular instalments would be recalculated.

[ ] With respect to the evolution of electricity consumption year-on-year and through the
year the predominant response across the EU was that consumers failed to find the
relevant information on their reconciliation bill. However, in some Member States, such as
Belgium, the Netherlands and Denmark, information regarding these elements was easy
to understand.

Problems and satisfaction in the area of billing and payment

In the last 2 years less than 20% of consumers in most Member States contacted their supplier
regarding payment or billing issues. The most common billing and payment problems were related
to an incorrect billing amount, an incorrect meter reading or higher than expected prices.

The consumer survey and the mystery shopping exercise suggest that assistance is generally
available to consumers who contact their supplier with problems related to billing and payment.
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Furthermore, most consumers were very or fairly satisfied with the assistance they received
although there appears to be room for improvement also in this area of complaint handling.

Problems, complaints, complaint handling and enforcement

Incidence and type of problems

Approximately one in ten consumers across the EU has experienced problems with their supplier
within the last 2 years. However, there are examples of countries where much more consumers
have experienced problems (Malta, Greece, Bulgaria and Spain).

Quality of service problems such as power interruptions and poor customer service were among
those problems that consumers most frequently mentioned as the most serious problems they
had experienced. Hence it appears that although the reliability of service is generally rated quite
highly, when power interruptions do occur this is experienced as a relatively serious problem. In
addition, pricing problems were frequently reported by consumers as the most serious problem
they had experienced within the last 2 years.

Stakeholders generally fail to recognise that problems related to power interruptions, customer
service and pricing are the most serious problems experienced by consumers.

Complaint behaviour

Consumers who feel empowered might be expected to respond to problems by complaining to
their supplier or another body in order to get the problem rectified. However, generally the
complaint propensity (i.e. the share of consumers who complain if they experience a problem) is
relatively low across EU-27.

Two results suggest that complaint propensities may be increased by improving complaint
handling procedures:

[ | Although, consumers generally know where and how to complain and do not find
complaint procedures too difficult, there is evidence of a negative link between the
complaint propensity and the perceived difficulties associated with making a complaint.

[ ] Furthermore, the study shows that complaining consumers generally are not satisfied with
the way their complaints are dealt with.

Moreover, satisfaction with complaint handling seems to be positively related to the time
taken to deal with the complaint. There is considerable variation in speed with which
problems are dealt with. Countries such as Lithuania, Luxembourg and the Netherlands
fare relatively well on this component whereas the response time in Belgium and Spain
are much less favourable.

There also seems to be scope for improving consumer empowerment by improving awareness of
alternative bodies that consumers can complain to. Results from the consumer survey show that
consumers mostly complain to their supplier and only rarely complain to other organisations (such
as ombudsmen, courts, consumer associations, regulators or consumer protection agencies). This
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is the case even when consumers are dissatisfied with the solution offered by suppliers and may
be related to limited awareness of bodies that consumers can turn to for help and advice.

Innovation

Incentives and barriers to innovation

Stakeholders’ assessments of the legislative and regulatory incentives and barriers to innovate
suggest that:

[ ] Overall the legislative and regulatory environment is most stimulating for innovation in
the area of provision of green energy, the opportunity to sell back excess own-generation
and new types of metering.

[ ] In comparison, legislation generally appears to have little impact on innovations in billing
and payment via the internet, bundling and new payment modes in these areas.

[ ] Stakeholders were divided in their assessments of legislative incentives to innovate in the
area of comparison websites and tariff flexibility. While many stakeholders suggested that
legislation stimulates innovation in comparison websites, many suggest that there is a lack
of legislation supporting innovation in the area. In relation to tariff flexibility, price
regulation is clearly seen as a barrier to innovation in the area.

Besides regulatory and legislative incentives to innovate, suppliers also recognise that innovation
can be a way to respond to market changes and achieve improved services and increased
profitability.

Recent innovations
Stakeholders indicate that the main innovations in the retail electricity sector across EU-27 are:
[ | Innovations in metering were identified as a key innovation across the European Union
and it is generally viewed by stakeholders as having a very beneficial impact on

consumers. However, the Austrian consumer protection authority suggested that the
effect of smart-meters on consumers could be negative.

| Market liberalisation and tariff and contractual innovations also appear to have been
widespread. However, not all stakeholders agreed that it had been beneficial for
consumers.

Market liberalisation was seen as generally more beneficial for consumers by regulators
than by consumer protection authorities, consumer associations and company specific
ombudsman. Similarly, consumer associations, consumer protection authorities and
company-specific ombudsmen generally view innovation in tariffs and contracts as
detrimental for consumers.

[ ] Green energy was seen as a main innovation by stakeholders in 8 out of the 19 Member
States from which responses were received and the impact on consumers was generally
viewed as positive.
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| Innovations resulting in improved transparency and innovations in billing and payment,
electricity products and services and standards and regulation were also seen as
widespread and positive for consumers.

Prices

For the household segment, the level of intervention in electricity prices remains high for much of
the EU. In most Member States, some prices for household consumers are still regulated, and in
the majority of these countries most consumers remain on regulated tariffs.

Prices compare very differently between Member States depending on whether they are
measured in Euros or purchasing power standards (PPS), illustrating the importance of accounting
for the general cost of living when comparing electricity prices across the EU.

In addition, the structure of household electricity prices differs considerably across countries.
Thus, cross country price comparisons provide a different picture depending on whether factors
such are taxes and levies and network costs are included or excluded. In some countries taxes
contribute a large part of the overall price, whereas in others electricity costs and supply margins
are more important. Therefore, any measures taken in relation to prices need to consider the
specific price structure of the country in question.

Empirical analysis of the determinants of household electricity prices net of taxes and network
costs found, unsurprisingly, that the mix of input factors used to generate electricity impacts on
price levels. The analysis found little evidence that any other factors exert much influence on
prices.

Affordability

The rate of arrears with utility bills and the frequency that consumers have difficulty paying for
electricity varies across countries and demographic groups. Single parents and those with low
incomes are significantly more likely to be in arrears than members of the population in general,
and the share of consumers having difficulty paying electricity bills varies across countries from 5%
to 69%.

Differences in income levels, consumption levels and prices influence household spending on
electricity as a share income in different ways for different countries. For example, in some
countries the share of income spent on electricity is relatively high because incomes are low
compared to other Member States, whereas in others the share is high because consumption is
high.

Interestingly, the share of the population having difficulty paying for electricity in a country does
not seem to be related to other national level characteristics such as average prices (in PPS) or the
average share of income spent on electricity.

However, at the individual consumer level there does seem to be a link between consumer
characteristics and the likelihood that they will have difficulty paying for electricity. In particular, if
consumers are less aware and do not compare the offers and tariffs available to them, then they
are more likely to be unable to pay their bills. Further, consumers are less likely to have difficulty
paying their electricity bills if suppliers provide personalised tariff advice.
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Measures for consumers with problems paying energy bills

The types of measures provided to assist those having difficulty paying for electricity include both
economic measures and non-economic measures. The most common economic measures are
temporary financial arrangements such as deferred payment and simulations of cost savings.
These measures were identified in all Member States. Other common economic measures are
specific prices, often referred to as social tariffs, which are available to certain consumers. Such
measures were found 23 Member States.

Non-economic measures include regulation of the process for dealing with arrears and
disconnection for non-payment, measures to help consumers find the best tariff and measures to
help consumers reduce their energy consumption.

Conclusions
Our main conclusions can be summarised as follows:

1. In terms of price and product competition, consumers would like more choice of suppliers
and tariffs and have difficulty in comparing offers. In spite of good availability of
comparator tools there seems to be very low usage of these tools. Overall, while some of
the important conditions to enhance competition seem to be present in most Member
States, there is a general view that competition is not as strong as it could be

2. Price structure — we identified some potentially negative aspects in the pricing structure of
retail electricity. Consumers with lower electricity usage pay higher per unit prices which
result from the fixed charges levied by some suppliers. In addition, there is low availability
of green electricity tariffs and peak/off-peak tariffs are not on offer in three countries.

3. Choice complexity and tariff proliferation seem to increase as markets become more
developed. This may be at the root of the apparently paradoxical result that, in some of
the most mature and seemingly most competitive markets, the unrealised gains from
switching are highest.

4. There are still a number of Member States where consumers find that it is not easy to
switch suppliers. This is a situation that clearly deserves addressing.

5. Consumers feel poorly informed about the electricity retail market, have trouble
understanding the terms of their current supply contract and claim to have low awareness
and understanding of the available tariff choices. These different observations suggest that
consumers may require information to be more tailored to their personal situation and
provided to them more proactively.

6. Regarding the quality of service, we find that, in terms of the technical aspects of
electricity supply (e.g. reliability of service), electricity suppliers rate quite highly (apart
from very few exceptions). However, they fare far worse in terms of customer service and
dealing with complaints.

7. Some aspects of supplier behaviour appear to contribute to weaken or distort
competition, particularly, the use of misleading advertising and unfair contract terms.
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Furthermore, in a few countries, consumers report a strikingly high incidence of perceived
pressure by suppliers into signing contracts.

8. Satisfaction with complaint handling is low and consumers show little awareness of other
organisations to which they could direct unresolved complaints.

Policy recommendations

The study has highlighted significant informational problems in the retail electricity markets across
the EU. Consumers generally do not feel well-informed about the market and this may reduce
consumers’ ability to make informed, rational and empowered decisions.

[ ] Recommendation 1: Raise consumer awareness and knowledge about alternative
suppliers. For the awareness campaigns to be effective they would preferably have a local
focus and hence make consumers better aware of alternative suppliers in their area.

[ | Recommendation 2: Raise consumer awareness and knowledge about possible benefits
from switching.

[ | Recommendation 3: Information about suppliers and tariffs should be provided to
consumers more proactively and better tailored to particular usage patterns. This should
address the fact that, even though high levels of information are made available to
consumers, they seem often unable to take the best possible advantage of that
information.

[ ] Recommendation 4: Improve consumer awareness of third-party organisations such as
regulators, ombudsmen and consumer protection agencies that can assist consumers
with problems.

Consumer empowerment could also be enhanced by improving processes in the area of switching
and complaint handling. Evidence from the study suggests that it is not always as easy to switch
supplier and tariff as it could be. Furthermore evidence suggests that consumers are generally
dissatisfied with complaint handling and that complaint propensities are generally higher when it
easy to complain.

[ ] Recommendation 5: Improve and simplify switching processes.
[ ] Recommendation 6: Improve processes for handling complaints and dispute resolution.

The results of the consumer survey indicate that consumers would like an improved choice of
tariffs and suppliers.

[ ] Recommendation 7: Improve choice of electricity products to consumers for example by
encouraging provision of green tariffs and peak/off-peak tariffs to all consumers.

The analysis has shown that the choice complexity increases with the maturity of the retail
electricity market and that use of comparison tools may help consumers compare alternatives. In
many Member States price comparison tools are available but are not being used by most
consumers.
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[ | Recommendation 8: Provide tools for consumers to help them compare alternatives and
increase awareness of tools provided. For tools and help available to consumers to be as
effective as possible, it is essential that consumers are made aware that the help exists
and that the tools are as easy to use and accurate as possible.

[ | Recommendation 9: Encourage suppliers to present their tariff offers in a way that is
clear and transparent for consumers to interpret and compare across suppliers.

The study identified some potentially negative aspects in the pricing structure of retail electricity.
Consumers with lower electricity usage pay higher per unit prices as a result of the fixed fees
charged by a number of suppliers. This is unfortunate both in terms of encouraging reductions in
electricity consumption and in terms of the possible distributional consequences if low
consumption consumers are also consumers with low income.

[ ] Recommendation 10: Change tariff structure to avoid higher per unit prices for low-
consumption consumers.

The study also suggests that there may be scope for improving the quality of service and customer
service relations.

[ | Recommendation 11: Encourage suppliers to improve customer service and customer
relations.

| Recommendation 12: Discourage suppliers from pressuring consumers into signing
contracts.
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1 Introduction

The ECME Consortium has been commissioned by EC DG Health and Consumers to undertake a
sectoral market study of the functioning of the retail electricity market for consumers in the
European Union.

Prior to commissioning the study, EC DG Health and Consumers identified the retail electricity
market as a market with a high likelihood of malfunctioning for consumers. The 2009 Consumer
Market Scoreboard and a number of surveys had indicated that consumers in the retail electricity
market face a number of problems.

The purpose of the current study is to provide further evidence and analysis of how retail
electricity markets really work for consumers. The study describes, analyses and assesses the
consumer situation in the retail electricity markets focusing on problems faced by consumers.

The overall aim of this analysis is to address two overarching questions:

1) Can consumers benefit from a well-functioning electricity market in terms of price, choice
and innovation?

2) Are consumers able to make informed, rational and empowered decisions?

The first of these two questions focuses on market situation as it is for consumers and whether all
consumers have access to secure electricity at an affordable price. In order to respond to this
question evidence was collected in the following areas:

m regulatory environment;
m  market structure;

m choice;

m price;

m affordability;

m billing and payment;

m quality of service; and

® innovation;
This information feeds into the assessment of the functioning of the retail electricity markets.

The second question focuses on consumer’s participation (or lack thereof) in the market. To that
end, the study has collected information related to research questions in the following areas:

m general consumer attitudes;

m expectations and trust;

m consumer awareness;

m availability and quality of information;
m customer mobility;

m unfair commercial practices;

m customer experience and
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m problems, complaints and complaint handling

1.1 Selected approach

The research questions have been addressed based on secondary data sources and primary data
collection. In particular, as part of this study the ECME Consortium has undertaken:

m ageneral consumer survey;

m a follow-up consumer survey related to billing and payment;
m a number of mystery shopping exercises;

m a price collection exercise;

m asurvey of national stakeholders; and

m consumer focus groups.

Data collected from different sources is analysed and compared in order to provide as complete a
picture of retail electricity markets in the European Union as possible. For example the views of
consumers and stakeholders are compared and contrasted.

Further details on the implementation of the data collection exercises are included in Annex 10
and the questionnaires developed for the consumers and stakeholder surveys and the mystery
shopping scenarios are included in Annex D.

In addition, a comprehensive review of existing material in the area was undertaken and
information at the country level was collated into 27 country fiches summarising the information
collected for each country as part of the desk research (included in Annex A). These country fiches
were presented to the national electricity regulators who were asked to comment and check that
there were no major omissions or misunderstandings. In the few cases were no comments were
received we have taken this to imply that there are no significant misunderstandings.

1.2 Scope of study

The study and data collection covers all 27 Member States and is limited to the EU Member States.
Furthermore, the study focuses solely on household consumers. Non-household consumers such
as SMEs fall outside the scope of the study, although some of the issues raised in this report may
also apply to non-household consumers.

Equally, it is important to stress that the scope of the study is limited to the retail electricity
market. The retail electricity market is the final part of the electricity supply chain illustrated in
Figure 1 and hence the study focuses mainly on the interaction between suppliers and consumers
of electricity.

However, we note that in some cases certain aspects related to supply such as metering typically is
undertaken by the distribution company. Furthermore, in some Member States part of the
electricity supply chain is vertically integrated. For example, it is common for distribution

ECME Consortium
The functioning of retail electricity markets for consumers in the European Union



1 | Introduction

companies to also supply electricity to household consumers® and in some countries there are also
strong ties between generation companies and suppliers.

The structure of the electricity supply chain and the liberalisation process obviously play a major
role in how markets function but these issues are only considered when necessary to describe the
context, give a complete picture of the consumer conditions, or in so far as they provide an
explanation for the functioning of the retail level and activities related to consumers (e.g.
switching and complaint handling).

Finally, it should be noted that the study does not attempt provide an exhaustive analysis of the
competitiveness of the retail electricity markets in the different Member States, rather the main
focus is to asses the functioning of the retail electricity market from the point-of-view of the
consumer.

Figure 1:  Electricity supply chain

Electricity is converted
from high voltage to low
voltage for distribution
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Source: ECME Consortium
1.3  Structure of the report

The report is structured as follows:

[ | Chapter 2 gives an assessment of the choice of electricity products and tariffs as well as
the comparability of tariffs and products.

[ ] Chapter 3 addresses consumer mobility and in doing so assesses the level of switching,
reasons for switching and potential barriers to switching.

[ ] Chapter 4 presents and discusses consumer views on the functioning of the retail
electricity market. This includes an analysis of consumer satisfaction, consumer awareness

* According to ERGEG (2009), ‘Status Review of DSO Unbundling with Reference to Guidelines of Good Practice on Functional and
Informational Unbundling for Distribution System Operators’, it is possible for Distribution System Operators (DSOs) to own
suppliers in Estonia, Finland, France, Italy, Luxembourg, Portugal and Slovakia. In Portugal DSOs may only own suppliers of last
resort and not free market suppliers. No information was available for Bulgaria, Cyprus, Denmark, Greece, Latvia, Luxembourg and
Slovakia.
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and consumers’ experience. In addition, the chapter analyses consumers’ attitudes
towards energy consumption.

[ | In chapter 5 we present findings related to billing and payment, i.e. whether consumers
understand their electricity bill, the extent and type of payment problems and consumer
satisfaction with billing and payment.

[ ] Chapter 6 analyses the incidence and types of problems experienced by consumers in the
retail electricity markets are discussed as well as complaint procedures, complaint
behaviour and enforcement.

[ ] In chapter 7 innovation in the retail electricity market is analysed. This includes both
process and product innovation.

[ ] A cross-country analysis of price trends and structure is provided in chapter 8.

[ ] Chapter 9 analyses and discusses affordability of electricity and measures improving
affordability.

[ ] Finally, chapter 10 concludes and provides policy recommendations.

As background documents to this report we provide a number of annexes with detailed
information related to the regulatory environment and the market structure in each Member

State.

24
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2 Choice and comparability

Economic theory generally assumes that consumers make use of all the information available to
them and make rational decisions by weighing up the costs and benefits of different alternatives
before choosing the alternative that best matches their preferences (given income constraints). It
follows from this line of argument that increased choice and product variety should in principle
increase consumer welfare by enabling individual consumers to choose products (and tariffs) that
better match their preferences.”

However, a series of empirical studies have shown that consumers either do not use or only make
limited use the information at their disposal.’ If attention capacities are indeed limited, then
additional information can cause degradation in the quality of decision making, a phenomenon
typically referred to as “information overload”. Information overload has been experimentally
investigated in psychology, consumer research®, and management studies’ and a particularly
striking experiment is reported by Agnew and Szykman (2005)® who show how information
overload can affect financial decision-making. They show that with increasing information
overload, experimental subjects who face an investment task are more likely to stick to their
default position.

This section investigates how much choice consumers have in terms of the number of different
products and tariffs available to them according to the price collection exercise undertaken for the
present study. In addition, the chapter considers consumer and stakeholder views on choice as
well as views on comparability. The comparability and transparency of tariffs is essential in terms
of understanding the complexity of the information available to consumers. Comparisons of tariffs
from different suppliers may involve a higher level of complexity than comparison of prices from
the same supplier because of the added difficulties involved with comparing different contracts,
quality of service etc. If tariffs and suppliers are easily comparable, this may help consumers
overcome problems related to information overload.

2.1 Choice of electricity products

As part of this study a price collection exercise was undertaken where prices were collected from
suppliers covering at least 80% of consumers. In order to allow for comparisons between Member

4 . . .
Provided the wider range of products and prices encompasses consumer preferences.

® See for instance, Payne JW and Bettman JR (2001), ‘Preferential choice and adaptive strategy use’, in Bounded Rationality: The
Adaptive Toolbox, pp. 123-145 (G Gigerenzer and R Selten, editors), Cambridge, USA, MIT Press; Broder A and Newell BR (2008),
‘Social preferences and public economics: Mechanism design when social preferences depend on initiatives’, Journal of Public
Economics, Vol. 92; Deshmuckh S, Fatemi A, and Fooladi 1) (2008), ‘Complexity of information and trading behaviour: The case of
dividend increase announcements’, Journal of Economic Psychology, Vol. 29; and Timmermans D (1993), ‘The impact of task
complexity on information use in multi-attribute decision making’, Journal of Behavioural Decision Making, Vol. 6.

® Grether.D and Wilde.L (1983) Consumer choice and information: New experimental evidence, Information Economics and Policy, vol.
1(2) pp. 115-144; and Héroux.L., Laroch.M. and McGown.K (1987) Consumer product label information processing: An experiment
involving time pressure and distraction, Journal of Economic Psychology, vol.9(2):195-214.

7 With strong effects reported in Chervany.N and Dickson.G (1974) An experimental evaluation of information overload in a production
environment, Management Science, vol. 20(10).

® Agnew.J and Szykman.L (2005) Asset allocation and information overload: The influence of information display, asset choice and
investor experience, Journal of Behavioural Finance, vol. 6(2), pp. 57 — 70
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States, prices were collected for three consumption levels (1,000kWh, 3,500kWh and 10,000kWh)
and for different energy sources (green and non-green), contract durations (unspecified, 1 and 2
year duration) and tariff types (peak/off-peak tariffs, unique price tariffs, social tariffs, and fixed
and variable price contracts).

Based on the price collection exercise, this section considers the choices of electricity products and
contracts that consumers have (i.e. which offers are available from electricity suppliers?). In
particular the analysis focuses on:

m types of tariffs available (flat rate, volume contingent, peak/off-peak, day/night, etc); and,

m types of electricity available (green, etc).

In addition, we provide a discussion of price dispersion within Member States. Price dispersion can
be viewed as both a measure of the financial incentives to search for the cheapest available tariff
and the complexity of tariffs available in the market.

Methodological note

It should be noted that in Italy, Portugal, Spain and France electricity prices also vary according to
power intensity. In particular, in Italy, Portugal and Spain different tariffs are available to
consumers depending on the kw or kva at which they are supplied with electricity. During the
price collection, prices were collected not only for different consumption profiles and contract
types but also for the power intensities summarised in Table 1.

The analysis of the price collection data was, in these cases, limited to the middle band(s) as an
analysis covering all power intensities would have been likely to lead to an overestimation of the
number of tariffs, the standard deviation and the range of tariffs. For Italy, consumers supplied at
3kw and 4.5kw are included in the analysis. For Portugal, consumers supplied at 6.9kva, 10.35kva
and 13.8kva are included in the analysis. For Spain, consumers supplied at 4kw are included in the
analysis.

Table 1: Power intensities collected and used for analysis

Country Range of different electricity intensities collected Electricity intensities used in analysis

Italy 1.5kw; 3kw; 4.5kw; 6kw 3kw and 4.5kw

Portugal 1.15kva; 2.3kva; 3.45kva; 4.6kva; 5.75kva; 6.9kva, 10.35kva and 13.8kva
6.9kva; 10.35kva; 13.8kva; 17.25kva; 20.7kva

Spain 2.5kw; 4 kw; 12 kw 4kw

For France, in the case of consumers with consumption profiles of 1000kwh/year, different unique
price tariffs are available depending on whether they are supplied with electricity at 3kva or 6kva.
Since most 1000kwh/year consumers who have a unique price tariff are also supplied at 3kva,
these tariffs are used in the analysis.

2.1.1 Types of tariff available

A key aspect of consumer choice in the retail electricity market is the range of different types of
tariff on offer. Tariffs vary in terms of a number of different characteristics:
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1) Fixed or variable prices: This refers to whether the unit rate charged is fixed for a defined
period of time, or may be revised regularly. If a tariff has a fixed price, the price cannot
change during the period even if the market price changes (i.e. there is no indexation). At
the end of the period the price is reviewed and the consumer may choose the new fixed
price or move to a variable price tariff (or change supplier). Conversely, with a variable
price tariff the price paid by the consumer can vary over time as the market price
changes.

2) Contract duration: This refers to how long consumers need to stay with the supplier or
how long a given tariff is applied. The variable can take one of three categories:
consumers can have a contract of a unspecified duration of either 1 or 2 years, or
consumers can have a contract of specified duration (i.e. there is no restriction on the
length of time that consumers need to stay with the supplier).’

3) Unique or peak/off-peak prices: This refers to whether a single unit rate is charged
throughout the day or there are separate peak and off-peak rates.

The mix of tariffs with fixed and variable prices is important for the present study. If consumers are
on variable price tariffs, then increases in the per-unit rate they pay will lead to higher overall bills.
If they do not budget for these increases, perhaps because the increases are unexpected, then this
could lead to some consumers going into arrears. Since unexpected increases in the unit rate may
lead to arrears it is important that suppliers clearly notify consumers if the rate changes.

On the other hand, there may be a risk premium for consumers who choose a variable price tariff.
The amount paid by a consumer with a variable price tariff over the duration of the contract could
be higher than that paid by a consumer with a fixed price tariff. However, since consumers are risk
averse, in order for consumers to accept the risk of a variable price tariff they must expect that on
average variable price tariffs will cost less over the duration of the contract.

The contract duration of tariffs may affect the level of switching. If a large share of tariffs on offer
in a country have a long fixed duration this may result in lower rates of switching. However, this
effect depends on the nature of the regulations which apply concerning the termination of
contracts (in particular whether consumers have the right to do so during the term of a contract).

The option to take up peak/off-peak tariffs may be beneficial for consumers, since, depending on
the tariff structure and level, it may allow them to reduce their bills if they can adapt their
consumption patterns accordingly. In several countries, the introduction of a greater variety of
tariffs including peak/off-peak tariffs was cited by regulators during the field work as an important
innovation which benefits consumers.

° Consumers who have a 1 or 2 year contract with a fixed price will pay the same price for the whole period (1 or 2 year), irrespective of
the evolution of market prices. At the end of the period, the price is generally reviewed. Consumers then have the choice to: a) be
on this new fixed price, b) change for a variable price, or c) change provider

Consumers who have a 1 or 2 year contract with a variable price will see the price they pay vary during the whole period of the contract
according to the evolution of market prices. At the end of the period, they have the same choices as above: a) continue with a
variable price, b) move to a fixed price, c) change supplier

If consumers are on a fixed price tariff with unspecified contract duration, this does not mean that the price is fixed for an indefinite
period of time. This means that it is not known for how long the price is fixed. This depends on the supplier’s terms and conditions.
The same applies if consumers are on a variable price tariff with unspecified contract duration.
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For each Member State, information on the number of tariffs available in each of the categories
described in points 1 to 3 above was gathered through the price collection exercise undertaken for
the present study. The price collection exercise also identified whether each tariff is available to
customers with a low, medium or high consumption profile, defined as:

m Low consumption: 1,000kWh/year.
m  Medium consumption: 3,500kWh/year.
m High consumption: 10,000kWh/year.

Standard tariffs

Both standard tariffs and social tariffs were found in several countries. Since only standard tariffs
are available to consumers in general (social tariffs are only available to specific consumers with
low incomes or who are having difficulty paying bills) the choice of different standard tariffs on
offer in each country is examined first.

For the EU as a whole, 866 standard tariffs available to medium consumption consumers were
identified during the price collection exercise (in general, the same tariffs are available to
consumers of any consumption level)™ (Figure 2):

m  Most apply a fixed rate (60%), rather than a variable rate.
m  More tariffs have a unique price (63%), rather than peak and off-peak prices.

m  Most contracts have an unspecified duration (58%), rather than a fixed one-year (30%) or
two-year (12%) period.

At Member State level (Figure 3 and Table 2):

m In 18 countries, fixed price tariffs were found more often than variable price tariffs.

m In 22 countries, unspecified duration contracts are more common than fixed duration
contracts.

m In 14 countries, there are more peak/off-peak tariffs than unique price tariffs.

A main observation is that although at EU level there is a spread of tariff types across all the
different categories, in several individual Member States the range of different tariffs on offer is
quite limited. Some tariff types exist in almost every Member State (see Figure 3 and Table 2),
namely tariffs with:

m unspecified duration, which were found in every country except Spain;
m aunique price, which were found in every country except Greece; and,

m peak and off-peak prices, which were found in every country except Denmark, Malta and
Sweden.

However, in a number of countries certain types of tariff were not found at all. Specifically, tariffs
with:

° The total number of tariffs available to low consumption and high consumption consumers was 871 and 858 respectively.
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m variable prices were not found in 11 countries (Austria, Bulgaria, Czech Republic, Greece,
Italy, Latvia, Lithuania, Poland, Portugal, Romania, Slovakia); and

m a fixed duration (of either 1 or 2 years) were not found in 11 countries (Bulgaria, Cyprus,
Czech Republic, Estonia, Greece, Hungary, Latvia, Lithuania, Malta, Poland, Portugal,
Romania, Slovakia, Slovenia).

Belgium has the largest total number of tariffs on offer in the market with 104 tariffs available to
medium consumption consumers, followed by Germany, the Netherlands and Finland and with 97
or 98 tariffs available to medium consumption consumers.’ The fewest alternative tariffs were
found in Cyprus, Greece and Malta, with just two tariffs on offer to medium consumption
consumers (Table 2).

For Belgium, these 104 alternative tariffs cover the whole range of possible types: variable and
fixed rate; 1-year, 2-year and unspecified duration; and unique and peak/off-peak prices.
Conversely, in Greece and Malta just one type of tariff was found. The average number of different
tariff types is four.

Market liberalisation may be expected to lead to a greater number of tariffs on offer, since new
market entrants will likely increase the choice available and since liberalisation is generally
considered to encourage innovation (for example in terms of new tariff types). Overall there is
some evidence of this pattern among the Member States (Figure 4).

The trend line in the first chart of Figure 4 indicates that, on average, an extra year of liberalisation
leads to another 15 tariffs in total, although the relationship does not hold in some countries,
especially Belgium where the household market was only fully liberalised in 2007.*

Market concentration may be expected to lead to a smaller number of tariffs on offer since there
are fewer suppliers to offer alternative tariffs. Further, in a highly competitive market (i.e. a
market which is not concentrated) diversifying the range of tariffs they offer may be a way for
suppliers to gain market share. On the other hand, in a concentrated market suppliers may try to
segment the market in order to price discriminate between consumers, which would lead to a
larger number of tariffs on offer.

There is some evidence among the Member States that higher market concentration is linked to a
smaller number of tariffs on offer. In countries where the combined market share of the main
suppliers is higher, the number of tariffs on offer is typically lower (Figure 4).

The trend line in the second chart of Figure 4 indicates that, on average, if the combined market
shares of the main suppliers increase by 10 percentage points then the number of tariffs on offer
decreases by 35. However, certain countries show a different pattern, especially Belgium and the
Netherlands which both have high shares for the main suppliers and large numbers of tariffs
available.

" The total is given by counting separately tariffs from different suppliers which differ in terms of: fixed or variable prices; 1-year, 2-year
or unspecified duration; unique or peak/off-peak prices; and whether the electricity is produced from green or grey sources. A
green tariff is defined as one for which at least 50% of electricity production is from green sources. If less than 50% of electricity
production is from green sources then the tariff is classified as grey.

*2 The household market was liberalised in 2003 in Flanders and in 2007 in Brussels and Wallonia.
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Finally, in countries where prices are regulated there are typically fewer different tariffs on offer.
The average number of tariffs found per country for those with regulated prices was 53, compared
with 169 calculated over countries without regulated prices.

peak, 2 year, 0.5%

Variable rate,
peak/off-peak, 1
H 0,
year duration, 5% Fixed rate, unique
price, 2 year
duration, 7%
. L

Fixed rate, peak/off-
peak, 1 year
duration, 6%

Figure 2:  Tariff types available across the EU

Variable, peak/off-

Variable rate,
unique price, 2 year
duration, 0.5%

Variable rate,
unique price, 1year
duration, 5%

Fixed rate, peak/off-
peak, 2 year
duration, 4%

Note: Including green and grey tariffs and all consumption bands. A green tariff is defined as one for which at least 50% of electricity
production is from green sources. If less than 50% of electricity production is from green sources then the tariff is classified as grey.
Excluding social tariffs.

Total number of tariffs indentified per consumption band: low consumption = 871; medium consumption = 866; high consumption =
858.

ECME Consortium analysis of data from price collection exercise.
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Figure 3:
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Note: Tariffs by category as a percentage of the total number of tariffs for each country. Includes green and grey tariffs and all
consumption bands. A green tariff is defined as one for which at least 50% of electricity production is from green sources. If less than
50% of electricity production is from green sources then the tariff is classified as grey. Excludes social tariffs.

Source: ECME Consortium analysis of data from price collection exercise.

ECME Consortium
The functioning of retail electricity markets for consumers in the European Union 31




2 | Choice and comparability

Table 2: Number of tariffs by consumption band and shares of different tariff types

Total number of Shares of different tariff typesZ
tariffs* - :
Fixed Variable

g_ g_ g_ Unique price Peak/off-peak Unique price Peak/off-peak

o (7] Eb (] ™~ [} -l (o] (%) (] (o] 7} L] ™~ (7]

= = T 5 5 5 5
AT 23 23 23 9% - 61% - - 30% - - - - - -
BE | 104 104 104 | 11% 8% 16%  11% 8% 16% 6% 3% 7% 6% 3% 7%
BG 6 6 6 - - 50% - - 50% - - - - - -
cYy 2 2 2 - - - - - - - - 50% - - 50%
cz 3 3 3 - - 33% - - 67% - - - - - -
DK 45 44 45 38% 13% - - - - - - 49% - - -
EE 24 27 17 - - - - - - - - 38% - - 62%
Fl 97 97 9% 9% 15%  24% @ 9% 15% = 21% - - 5% - - 2%
FR 38 38 38 | 24% 5% 21%  21% 5% 18% - - 3% - - 3%
DE 101 98 99 14% 3% 17% 2% - 1% 12% - 32% 4% - 16%
EL 2 2 2 - - - - - 100% - - - - - -
HU 15 15 14 - - 41% - - 27% - - 32% - - -
IE 8 8 8 - - - - - - 13%  13% 25% 13% @ 13% | 25%
IT 68 66 65 | 32% @ 19% 33% 5% 9% 3% - - - - - -
LV 3 3 3 - - 67% - - 33% - - - - - -
LT 4 4 4 - - 50% - - 50% - - - - - -
LU 34 34 34 - 3% - - 3% - - - 47% - - 47%
MT 2 2 1 - - - - - - - - 100% - - -
NL | 98 98 98 | 15% 5% - 15% 5% - 13% - 16%  13% - 16%
PL 28 28 28 - - 50% - - 50% - - - - - -
PT 18 18 18 - - 67% - - 33% - - - - - -
RO 7 7 14 - - 75% - - 25% - - - - - -
SK 3 3 3 - - 33% - - 67% - - - - - -
SL 20 20 18 - - - - - - - - 50% - - 50%
ES 30 29 29 | 52% - - - - - - - - 48% - -
SE | 52 51 50 | 33% 22% - 2 2 - 1% - 34% - - -
UK 36 36 36 - - 3% - - 3% 6% - 42% 6% - 42%

Note: Excluding social tariffs.

1. The total number of tariffs for each consumption band is given by counting separately tariffs from different suppliers which differ in
terms of: fixed or variable prices; 1-year, 2-year or unspecified duration; unique or peak/off-peak prices; and whether the electricity is
produced from green or grey sources.

2. The share of each type of tariff refers to the share of each type in the total for any consumption band, including green and grey
tariffs. A green tariff is defined as one for which at least 50% of electricity production is from green sources. If less than 50% of
electricity production is from green sources then the tariff is classified as grey.

3. Although the price collection exercise did not identify any peak/off-peak tariffs for Sweden, additional desk research found that one
supplier does offer a peak/off-peak during the winter only (from November to March).

Source: ECME Consortium analysis of data from price collection exercise.
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Figure 4:
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Source: ECME Consortium analysis of data from price collection exercise.

Peak/off-peak tariffs

Peak/off-peak tariffs were found in every Member State except Denmark and Malta, and this is in
line with the fact that in these Member States less than 12% of consumers in the consumer survey
say that they are on a peak/off-peak tariff (Figure 5)."

 The price collection exercise did not identify any peak/off-peak tariffs for Sweden, but additional desk research found that one
supplier does offer a peak/off-peak during the winter only (from November to March).

ECME Consortium
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It should be mentioned that although the price collection exercise was comprehensive in terms of
the number of suppliers and number of different contract types covered, it is possible that some
peak/off-peak tariffs were not found, during the price collection. Furthermore, it is possible
respondents to the survey have not fully understood what was meant by a peak/off-peak tariff,
and this may also explain why some consumers indicate that they are on a peak/off-peak tariff
although no such tariff was found.

Further desk research to clarify the situation for Denmark and Malta found that there are no
peak/off-peak tariffs on offer to household consumers in these countries. For Malta, two tariffs for
household consumers are shown on the website of the monopoly supplier (Enemalta), and neither
tariff (the Residential Tariff and the Domestic tariff) is peak/off-peak.'* However, in Malta there is
a peak/off-peak Non-Residential Tariff available to commercial entities and NGO’S. Some
consumers answering the survey who run small businesses may have been referring to this tariff
when they stated that they have a peak/off-peak tariff. For Denmark, a report by the Danish
energy industry association confirms there are no peak/off-peak tariffs available to household
consumers.® Some consumers answering the survey may have misunderstood the question to be
referring to the ‘seasonal tariff’ in Denmark which changes every 3 months.

In addition, it should be emphasised that the price collection represents a snapshot of different
tariffs and prices available for consumers to choose from at the time the information was
collected. However, the existence of long-duration contacts means that this snapshot may not be
an accurate reflection of the tariffs that consumers actually have.

The lowest share of consumers indicating in the consumer survey that they are on a peak/off-peak
tariff is observed in Latvia (4%). Although 33% of the tariffs collected for Latvia were peak/off-peak
tariffs, an analysis of these tariffs reveals that there was no financial incentive for consumers with
an annual consumption of 1,000kWh or 3,500 kWh to choose the peak/off-peak tariff as both the
peak and the off-peak price was higher than the unique price for the same consumption level at
the time the information was collected. However, for consumers with a consumption of
10,000kWh there may be a financial incentive to choose the peak/off-peak tariff as the off-peak
tariff is lower than the unique price tariff while the peak price is higher. The limited financial
incentives may explain why so few consumers are on a peak/off-peak tariff in Latvia.

In Bulgaria the opposite is the case and, at the time the information was collected, the price at
peak time was the same as the unique price tariff while the off-peak price was lower. This implies
that consumers had an incentive to choose the peak/off-peak tariff if they have the opportunity to
do so. This might very well explain why 95% of Bulgarian consumers indicate that they are on a
peak/off-peak tariff.

' See the electricity tariffs section of the Enemalta website: http://www.enemalta.com.mt/page.asp?p=995&I=1.

B see report: Dank Energi: ‘Elforsyningens tariffer & elpriser: Pr. 1. januar 2010’, Published March 2010
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Figure 5: Percentage of consumers on peak/off-peak tariffs
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Note: Based on Q14.8 of the consumer questionnaire. Calculated as percentage of consumers who said ‘yes’ to the following statement
‘I am on a night/day tariff (adapt to country)’. EU-27 average is calculated as a weighted average using population as weights.
Source: ECME Consortium consumer survey

Volume contingent tariffs

The price collection exercise identified whether each tariff is available to customers with a low,
medium or high consumption profile, defined as:

m Low consumption: 1,000kWh/year.
m  Medium consumption: 3,500kWh/year.
m  High consumption: 10,000kWh/year.

In many cases, a supplier offers the same type of tariff (in terms of fixed or variable prices,
contract duration, and unique or peak/off-peak prices) to all customers irrespective of their
consumption profile. Consequently, there are few differences in the range of tariff types available
to consumers depending on their consumption profile. Such differences were found in just four
countries (a full breakdown of availability of different tariff types by consumption profile is
presented in Table 5):

m In the Czech Republic and Slovakia, all tariffs identified for low consumption consumers
have a unique price, whereas all tariffs identified for medium and high consumption
consumers have peak and off-peak prices.

m In Germany and Romania, fixed price tariffs of unspecified duration with peak and off-
peak rates were only identified for high consumption consumers.
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However, in most countries on average the overall price per kWh, including the per-unit rate and
total standing charges divided by annual consumption, for like-for-like'® tariffs from the same
supplier are higher for low consumption consumers than for medium or high consumption
consumers (Table 3).

Like-for-like tariffs from the same supplier are, on average, more expensive per kWh for low
consumption consumers than for medium consumption consumers in 20 Member States, and in
some cases the difference is more than 40% (column 1 of Table 3)."” The five exceptions are
Bulgaria and Lithuania where no differences were identified, and Hungary, Italy and Slovenia
where prices per kWh are slightly lower for low consumption consumers compared to medium
consumption consumers. *8

On average across the EU as a whole, like-for-like tariffs from the same supplier are 19% higher for
low consumption consumers than for medium consumption consumers, and 2% higher for
medium consumption consumers than for high consumption consumers (columns 1 and 4 of Table
3).19

However, when the fixed and variable components of the total price are examined separately, it is
clear that the differences between the total prices for low consumption consumers and medium
consumption consumers are mostly because of higher fixed charges per kWh for low consumption
consumers (columns 2 of Table 3). It is the same case for the differences between medium and
high consumption consumers (columns 5 of Table 3).

Quite often there is little or no difference between the variable components of the total prices
charged to low and medium consumption consumers, and in fact in several cases the rate per unit
consumed is lower for low consumption consumers (columns 3 of Table 3).

' Here ‘like-for-like’ means tariffs which are the same in terms of fixed or variable prices, contract duration, and unique or peak/off-
peak prices.

Y We are aware that, in some cases, the difference between the per unit prices for low and medium consumption consumers found in
the price collection exercise is not the same as that which is calculated based on Eurostat data. This may be explained by
differences between the data collection methodologies used for the price collection exercise and used by Eurostat. For example the
Eurostat data refer to the average price over the second semester of 2009 whereas the price collection exercise data provide a
snap-shot of prices at a certain point in time during 2010.

8 For the remaining two countries, the Czech Republic and Slovakia, no comparison can be made since there were no like-for-like
contracts identified for both low consumption and medium consumption consumers.

* The EU figure is calculated as a weighted average using population as the weighting factor.
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Table 3: Average difference between prices per kWh for low, medium and high consumers

Low vs. Medium Medium vs. High
(+ve figure signifies low price > medium price) | (+ve figure signifies medium price > high price)
Total price Fixed Variable Total price Fixed Variable
difference component | component difference component | component
price price price price
difference difference difference difference
1 2 3 4 5 6
Austria 25.8% 67.5% 0.3% 9.0% 54.2% 0.1%
Belgium 23.1% 71.1% 0.5% 8.1% 67.0% -0.4%
Bulgaria 0.0% : 0.0% 0.0% : 0.0%
Cyprus 4.3% 50.0% -2.3% 1.3% 61.3% -1.8%
Czech Republic : : : 18.9% 3.2% 22.9%
Denmark 23.3% 33.4% 0.0% 8.0% 13.2% 0.0%
Estonia 2.6% : 8.5% 17.0% 65.0% 8.8%
Finland 40.2% 71.4% 0.4% 20.1% 65.0% 1.6%
France 30.4% 69.0% -0.2% 2.4% 19.9% -1.6%
Germany 19.9% 67.8% 1.8% 7.1% 62.8% 0.2%
Greece 2.2% 37.6% -2.5% -34.3% -178.6%" -32.1%
Hungary -0.8% 20.6% -0.9% -0.5% 16.9% -0.6%
Ireland 34.1% 71.4% 0.0% 14.3% 67.5% 0.0%
Italy -1.7% 68.4% -50.7%” -24.6% 62.2% -59.8%
Latvia 18.8% 71.4% 0.0% 7.2% 65.0% 0.0%
Lithuania 0.0% : : 0.0% : :
Luxembourg 28.5% 67.6% 1.7% 10.6% 59.5% 0.5%
Malta 14.5% 70.8% -4.6% 0.5% 65.0% -5.0%
Netherlands 35.6% 71.4% 0.0% 14.4% 65.0% 0.0%
Poland 8.3% 53.5% 0.0% 4.9% 65.0% 0.0%
Portugal 43.9% 71.4% 0.0% 20.6% 65.0% 0.0%
Romania 10.5% 71.4% 0.0% 3.1% 65.0% 0.0%
Slovakia : : : -30.4% 63.6% -59.5%
Slovenia -0.1% 0.0% -9.5% -31.9% -6.4% -47.5%
Spain 31.3% 71.4% 0.0% 11.9% 65.0% 0.0%
Sweden 30.0% 70.3% 0.1% 11.3% 61.5% 0.5%
United Kingdom 18.0% : : 6.0% : :
EU-27 19% 65% 7%’ 2% 52% -10%

Note: Note: “:” signifies that there are in sufficient data to make the calculation. Low vs. Medium calculated as: (low price — medium
price)/low price. Medium vs. High calculated as: (medium price — high price)/ medium price. The EU figure is calculated as a weighted
average using population as the weighting factor. Excludes social tariffs.

1. This figure is large because for one peak/off-peak tariff from one supplier the fixed component of the peak rate is zero for medium
consumption consumers. As a result, the overall fixed component of this tariff is much lower for medium consumption consumers than
for high consumption consumers, which pushes up the average difference.

2. The average difference in the variable component is influenced by one especially large observation (i.e. for one supplier, the variable
component for a certain tariff is much greater for medium consumption consumers than for low consumption consumers). If this
observation is omitted then the figure is -30.3%.

3. Italy is an exceptional case (see note 2 above). When lItaly is excluded this figure is 0%.

Source: ECME Consortium analysis of data from price collection exercise.
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Price discount for consumers with low power intensity

An additional feature of the range of tariffs on offer in a few countries is that tariffs vary according
to power intensity. As noted above, this is the case in Italy, Portugal and Spain (see Table 1). The
data from the price collection exercise indicates that, for these countries, if low consumption
consumers choose low power intensity tariffs (as could be expected) then the price they pay per
kWh is lower than the price paid by consumers with higher consumption who also choose higher
intensity tariffs:

m In Italy, the price per unit of the average tariff available to consumers with low
consumption and low power intensity (1.5kw) is 27% lower than the price per unit of the
average tariff available to consumers with medium consumption and medium power
intensity (3-4.5kw).

m In Portugal, the price per unit of the average tariff available to consumers with low
consumption and low power intensity (1.15-3.45kva) is 5% higher than the price per unit
of the average tariff available to consumers with medium consumption and medium
power intensity (6.9-13.8kva). Note that this compares to a 44% difference if low
consumption consumers also have medium power intensity (see column 1 of Table 3).

m In Spain, the price per unit of the average tariff available to consumers with low
consumption and low power intensity (2.5kw) is 17% higher than the price per unit of the
average tariff available to consumers with medium consumption and medium power
intensity (4kw). This compares to a 31% difference if low consumption consumers also
have medium power intensity (see column 1 of Table 3).

The average price discounts for consumers who choose a low power intensity tariff in Italy,
Portugal and Spain are shown in Table 4. Overall, these findings suggest that if low consumption
consumers choose low power intensity tariffs, then this can reduce difference in the total price per
kWh they pay compared to the price paid by higher consumption consumers.

Table 4: Average price discount for consumers with low power intensity by consumption

level (relative to consumers with medium power intensity)

Low consumption Medium consumption High consumption
(1000kWh) (3500kWh) (10000kWh)

Italy (discount for consumers with power 32% 10% 0%
intensity of 1.5kw)
Portugal (discount for consumers with 41% 25% 15%
power intensity of 1.15-3.45kva)
Spain (discount for consumers with 17% 7% 3%
power intensity of 2.5kw)

Note: 1. The price discount for consumers with low power intensity is calculated relative to the price per kWh for medium power
intensity consumers, where medium power intensity is defined as: 3-4.5kw for Italy, 6.9-13.8kva for Portugal, and 4kw for Spain.

2. The price discount is calculated as: (high power intensity price — low power intensity price)/low power intensity price.

3. The price discount is first calculated for each tariff type (fixed or variable rate, 1 or 2 year contract or unspecified duration, etc.). For
each country, the average discount is then calculated by taking the weighted average across tariff types, weighted by the share of each
tariff type in all tariffs in the country.

Source: ECME Consortium analysis of data from price collection exercise.
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Table 5: Tariff availablility by consumption profile

Low consumption (1000kWh) Medium consumption (3500kWh) High consumption (10000kWh)

Fixed rate Variable rate Fixed rate Variable rate Fixed rate Variable rate
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Table 5: Tariff availablility by consumption profile

Low consumption (1000kWh) Medium consumption (3500kWh) High consumption (10000kWh)
Fixed rate Variable rate Fixed rate Variable rate Fixed rate Variable rate
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Source: ECME Consortium analysis of data from price collection exercise.
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Social tariffs

In some countries, social tariffs are available for consumers with low income or who are having
trouble paying their bills. Social tariffs were identified in every Member State except Bulgaria,
Denmark, Estonia, Luxembourg and Sweden through scenario 4 of the mystery shopping exercise.
In this scenario, mystery shoppers were instructed to tell their supplier that they are having
financial difficulties and they need help reducing their bill, and then to record the assistance that
they are offered. Social tariffs were also found in Belgium, Cyprus, Germany, Greece, Romania,
Spain and the United Kingdom through the price collection exercise.

On average, among mystery shoppers in all Member States, 13% were offered social tariffs. They
were offered to mystery shoppers in Romania significantly more often than in any other country
(66% of cases). In two further countries, France and Hungary, more than a third of mystery
shoppers were offered social tariffs (Table 6).

For countries where social tariffs were identified through the price collection exercise, the average
discount of a social tariff compared to a standard tariff of the same type from the same supplier
can be calculated. This discount varies from 6% to 39% for fixed price tariffs, and from 3% to 14%
for variable price tariffs (Table 6).
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Table 6: Availability of social tariffs ‘

Country Share of mystery Average discount of a social tariff compared to a
shoppers who were standard tariff of same type from the same supplier

proposed a social tariff Fixed price Variable price

Austria 4% :

Belgium 10% 39%

Bulgaria 0% : :

Cyprus 15% : 11%

Czech Republic 24%

Denmark 0%

Estonia 0%

Finland 4%

France 36% : :

Germany 10% : 9%"

Greece 4% 28%

Hungary 35%

Ireland 5%

Italy 23%

Latvia 16%

Lithuania 2%

Luxembourg 0%

Malta 20%

Netherlands 10%

Poland 12%

Portugal 4% :

Romania 66% 34%

Slovakia 10%

Slovenia 6% : :

Spain 31% 6% 3%

Sweden 0% : :

United Kingdom 9% : 14%

Total 13%

Note: 1. In Germany, one supplier was found to offer a social tariff, but no standard tariff of the same type is offered by this supplier, so
comparison is made with the average of like-for-like standard tariffs offered by other suppliers.
Source: ECME Consortium analysis of data from price collection exercise.

2.1.2 Type of electricity available

Recent survey work from Eurobarometer shows that consumers in Europe are concerned about
the environment and are willing to take decisions about their energy consumption for
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environmental reasons. Four findings from a recent Eurobarometer survey of relevance for the
present study are:*

m  47% had cut down their energy consumption during the past month for environmental
21
reasons;

m  47% said reducing home energy consumption (electricity, heating, household appliances)
should be one of the top-three priorities for citizens of their country in their daily life to
protect the environment;

m 75% totally agree or tend to agree that they are ready to buy environmentally friendly
products even if they cost a little bit more.

Consumers’ concerns about the environment and their willingness to take action may give
suppliers incentive to provide green energy options. The price collection exercise examined the
extent that this is happening in the Member States by categorising each tariff according to
whether the electricity is produced from ‘grey’ energy sources or green energy sources.?

Information from the price collection exercise indicates that green tariffs are present in 15
countries and in several countries they make up large proportion of the entire range of tariffs on
offer. In four countries, Austria, Belgium, Luxembourg and the Netherlands, green tariffs account
for more than half of all tariffs on offer (Table 7).

Further, one can observe an interesting relationship between consumers’ views on the
environment and the share of green tariffs in the total number of tariffs on offer. In countries
where green tariffs are available, there is a positive relationship between the share of green tariffs
and the share of consumers who are willing to buy environmentally friendly products or cut down
their energy consumption for environmental reasons (Figure 6).

Austria has a significantly higher share of green tariffs than any other country despite having fewer
consumers who are willing to take decisions for environmental reasons compared to several other
countries. However, this is explained by the extensive use of hydro-power in Austria.

On the other hand, in a number of countries, there are no green tariffs even though many
consumers are willing to buy environmentally friendly products at a higher price and to cut down
their energy consumption for environmental reasons. In these countries, the market may not be
providing sufficient choice in terms of green energy alternatives.

Actions taken in different Member States to stimulate innovation in the retail electricity sector
with regards to the provision of green electricity include the development of industry guidelines or
requirements (for example in Denmark and the United Kingdom), and systems to guarantee the
origin of renewable energy (for example in Germany and Greece). In the Netherlands, there are

? Special Eurobarometer 295/ Wave 68.2. Attitudes of European citizens towards the environment, March 2008.

http://ec.europa.eu/public_opinion/archives/ebs/ebs_295_en.pdf.

*! The general consumer survey for the present study also examined whether consumers have recently tried to reduce their electricity
consumption, but the question in the general consumer survey did not ask if this was for environmental reasons. Therefore, the
Eurobarometer figure is used in the present chapter.

2 A green tariff is defined as one for which at least 50% of electricity production is from green sources. If less than 50% of electricity
production is from green sources then the tariff is classified as grey.
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green energy investment subsidy schemes. In France, the cost of green electricity production is
supported by a tax paid by all consumers, although the national ombudsman reported that this
system is not compatible with the practice of selling only green electricity to some customers.?

Table 7: Number of green tariffs and average price premiums for green tariffs

Green tariffs Average price premium for green tariffs'
Number Share Like-for-like tariffs Average of green
from the same tariffs vs. average
supplier of grey tariffs

Austria 57 83% : 2.3%
Belgium 204 65% 7.3% -5.0%
Bulgaria 0 - - -

Cyprus 0 - - -

Czech Republic 0 - - -
Denmark 56 42% 2.5% 2.0%
Estonia 5 7% 11.0% 17.3%
Finland 125 43% 0.0% 1.1%
France 57 50% 7.3% 6.0%
Germany 132 44% 4.0% 4.6%
Greece 0 - - -
Hungary 0 - - -

Ireland 0 - - -

Italy 43 22% 15.6% 9.5%
Latvia 0 - - -
Lithuania 0 - - -
Luxembourg 60 59% -1.8% -4.7%
Malta 0 - - -
Netherlands 168 57% 0.5% 0.0%
Poland 0 - - -
Portugal 18 33% : -1.4%
Romania 0 - - -
Slovakia 0 - - -
Slovenia 22 38% 1.4% 3.1%

Spain 3 3% -3.5% 10.0%
Sweden 74 48% 1.2% 0.5%
United Kingdom 48 44% -2.5% -3.0%

Note: “-“ means not applicable. “:” means no data is available because no supplier which is offering a green tariff also offers a like-for-

like grey energy tariff. Like-for-like tariffs are the same in terms of whether they are fixed or variable price, whether or not they are
peak/off-peak, and duration.

! A positive number indicates that, on average, green tariffs are more expensive; the price premium is calculated as (green tariff - grey
tariff)/grey tariff.

Source: ECME Consortium analysis of data from price collection exercise.

% Information in this paragraph is taken from stakeholder survey responses.
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Figure 6: Consumer environmental opinions and share of green tariffs
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Green energy price premium

Consumers might want to use green energy but this may be expected to carry a price premium
since generating electricity from green energy is often more expensive. The price collection
exercise provides evidence on whether there is a green energy price premium, and, if so, how
large it is. From the price collection data the premium for a green tariff can be calculated in two

ways:

m by comparing green and grey tariffs which are otherwise the same (in terms of fixed or
variable price, duration, etc.) and offered by the same supplier (where this is possible); or,
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m by comparing the average of all green tariffs and the average of all grey tariffs in a
country.

The advantage of the first measure is that it compares prices for identical tariffs except for the
electricity source. However, the number of tariffs over which the average price premium can be
calculated is limited (and in some cases it is not possible to calculate the measure) since suppliers
offering green tariffs may not also offer equivalent grey tariffs. Therefore, both measures are
presented and both show that, in most countries, green tariffs do carry a price premium (Table 7).

The price premiums calculated in this way are susceptible to influence from outlying observations
and the following observations should be noted:

m For Finland, the average premium for a green tariff is affected by the tariffs of a single
supplier which has significantly lower prices for its green tariffs than for its grey tariffs.
When this supplier is omitted, the average like-for-like premium for green tariffs from the
same supplier increases to 2%.

m For Luxembourg, the average premium for a green tariff is affected by the tariffs of two
suppliers which have significantly lower prices for their green tariffs than for their grey
tariffs. When these suppliers are omitted, the average like-for-like premium for green
tariffs from the same supplier is 2%.

m For the United Kingdom, the average premium for a green tariff is affected by the tariffs
of a single supplier which has significantly lower prices for its green tariffs than for its grey
tariffs. When this supplier is omitted, the average like-for-like premium for green tariffs
from the same supplier increases to 0.5%.

m For Spain, the price premium for green tariffs is calculated based on the tariffs of just one
supplier (the only one found to offer green tariffs).

Range of green tariffs

The difference in average prices for green and grey tariffs provides an indication of the overall
premium attached to green tariffs. However, examining only average prices does not reveal the
variety of green tariffs which are available. Even though green tariffs may be more expensive on
average, there are still green options available in some countries which are cheaper than most
grey tariffs in that country (Figure 7).

However, care needs to taken when interpreting this information since some green tariffs
identified may not be available to all consumers. For practical reasons, such as limitations to
generation capacity from green sources, it may not be possible for a large share of consumers to
switch to a particular green tariff.
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Figure 7:  Range of prices for green tariffs (€/kWh)
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Note: Prices including taxes.
Source: ECME Consortium analysis of data from price collection exercise.

2.1.3 Price dispersion

It is interesting to analyse price dispersion within countries because it allows the study to assess
the savings that could be achieved by consumers if they were to switch to the lowest tariff from
the average tariff or some other tariff in the market.

Information on the dispersion of prices within countries is available from the price collection
exercise. The dispersion of prices within a country is measured as the coefficient of variation of the
different tariffs found in that Member State, across all different types of tariffs on offer (excluding
social tariffs as the availability of these tariffs is subject to certain eligibility criteria). This is
calculated separately for consumers with different consumption levels (Table 8):

m For consumers in the medium consumption band, price dispersion varies from zero in
Romania where all suppliers have the same price to 0.22 in Hungary (Figure 8).%*

m For consumers with low consumption, there is no price variation in Cyprus and Romania
and the highest variation is in Latvia (0.35).

m For high consumption consumers, the lowest price dispersion is the Czech Republic and
Latvia (0.02), whereas the highest variation is in Slovakia (0.43).

** It should be noted that new types of tariffs have recently been introduced in Hungary in 2010 to encourage use of environmentally
friendly energy sources. These tariffs are generally cheaper than most other tariffs on offer in Hungary, and so increase the price
dispersion observed from the price collection exercise data. One of these two tariffs is only available during part of the year (15th
October to 15th April). Importantly, consumers must install geo-heating systems before they can obtain one of these new tariffs,
which may mean that at present they are not accessible to the majority if consumers.
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It should be noted that some tariffs identified in the price collection exercise may not be available
to all consumers, since they may only be on offer at a regional level rather than national level.
Therefore the wide dispersion of prices observed within some countries may not be relevant for
individual consumers.

Although the level of price dispersion varies across countries, these differences do not seem to be
linked to any market liberalisation or market structure characteristics in the Member States (for
example years since liberalisation, existence of price regulation, numbers of suppliers, or market
concentration).

Low consumption Medium consumption High consumption
+ 5 88 5 5§ + 355 5 § -+ poss 5
c ® w5 E £ c ® «85 E £ c ® =5 E =
3 ¢ @£ X € 3 & @£ X € 23 & @< R €
> 0 m = > o m = > 0o © =
© 2 0% s § Y &£ o8 s 5 Y & o8 s s
AT 23 0.24 0.08 0.30 0.22 23 0.18 0.09 0.21 0.16 23 0.17 0.10 0.20 0.14

BE 104 027 012 032 0.16 104 0.21 010 0.24 0.10 104 019 0.1 0.22 0.08

BG 6 0.08 0.11 0.09 0.07 6 0.08 0.11 0.09 0.07 6 0.08 0.11 0.09 0.07
cY 2 0.18 0.00 0.18 0.18 2 0.17 0.09 0.19 0.16 2 0.17 0.12 0.19 0.16
Ccz 3 0.22 0.03 0.22 021 3 0.14 0.02 0.15 0.14 3 0.12 0.02 0.12 0.12
DK 45 036 0.08 0.43 0.29 44 0.28 0.06 030 0.24 45 0.25 0.06 0.28 0.22
EE 24 0.10 0.07 0.11 0.08 27 0.11 0.19 0.15 0.08 17 0.09 0.11 0.11 0.07
FI 97 0.26 0.31 045 0.08 97 0.15 0.17 0.21 0.09 96 0.12 0.12 0.16 0.09
FR 38 0.19 0.09 0.24 0.5 38 0.13 0.09 0.18 0.10 38 0.13 0.09 0.17 0.10
DE 101  0.29 0.10 037 021 98 0.23  0.07 030 0.8 99 0.21  0.08 0.28 0.17
EL 2 0.11 0.07 0.11 0.10 2 0.10 0.09 0.11 0.10 2 0.14 0.06 0.14 0.13
HU 15 0.13 0.21 0.17 0.10 15 0.13  0.22 0.17 0.10 14 0.14 0.22 0.17 0.10
IE 8 0.26 0.03 0.27 0.25 8 0.17 0.07 0.19 0.16 8 0.15 0.11 0.17 0.13
IT 68 0.23 031 034 0.14 66 0.22 0.14 033 0.17 65 0.26 0.10 041 0.20
Lv 3 0.08 0.35 0.10 0.05 3 0.06 0.11 0.07 0.05 3 0.05 0.02 0.06 0.05
LT 4 0.13 0.03 0.13 0.12 4 0.13 0.03 0.13 0.12 4 0.13 0.03 0.13 0.12

LU 34 0.28 0.08 032 0.23 34 0.20 0.08 0.24 0.8 34 0.18 0.11 0.24 0.16
MT 2 0.25 0.13 0.27 0.23 2 0.22 0.12 0.23 0.20 1 0.23 - 0.23  0.23
NL 98 0.44 0.03 0.50 0.42 98 0.28 0.03 031 0.26 98 0.24 0.04 0.27 021

PL 28 0.14 0.07 0.16 0.12 28 0.13 0.09 0.15 0.11 28 0.12 0.09 0.14 0.10
PT 18 033 0.15 040 0.26 18 0.18 0.10 0.21 0.15 18 0.15 0.08 0.16 0.13
RO 7 0.11  0.00 0.11 0.11 7 0.10 0.00 0.10 0.10 14 0.10 0.03 0.10 0.09
SK 3 0.21 0.16 0.25 0.19 3 0.17 0.06 0.18 0.16 3 0.23 043 030 0.12
SL 20 0.12 0.12 0.16 0.10 20 0.12 0.14 0.16 0.10 18 0.16 0.18 0.20 0.11
ES 30 0.24 0.06 0.27 0.22 29 0.16 0.08 0.19 0.15 29 0.14 0.09 0.17 0.13
SE 52 0.27 0.07 030 0.18 51 0.19 0.03 0.20 0.17 50 0.17 0.03 0.18 0.16

UK 36 0.18 0.23 0.29 0.12 36 0.14 0.14 0.18 0.12 36 0.14 0.14 0.18 0.11

Note: Averages, maximums and minimums are in Euro/kWh. Coefficient of variation is given by the standard deviation over the mean.
Low consumption profile consumers use 1000kWh/year, medium consumption profile consumers use 3500kWh/year, high
consumption profile consumers use 10000kWh/year. Prices including taxes.

! Count refers to the total number of tariffs found on offer to consumers with the relevant consumption profile. This is given by
counting separately tariffs from different suppliers which differ in terms of: fixed or variable prices; 1-year, 2-year or unspecified
duration; unique or peak/off-peak prices; and whether the electricity is produced from green or grey sources.

% Average is the mean price in Euro/kWh of all tariffs found on offer to consumers with the relevant consumption profile.

Source: ECME Consortium analysis of data from price collection exercise.
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Figure 8: Coefficient of variation of tariffs for medium consumption consumers
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Note: Coefficient of variation is given by the standard deviation over the mean. Medium consumption profile consumers use
3500kWh/year. Prices including taxes.
Source: ECME Consortium analysis of data from price collection exercise.

Price ranges within countries

The range of prices available to consumers in different consumption bands provides an indication
of the level of choice and diversity in the market and the possible savings that could be achieved if
consumers switched to the lowest tariff.

The range of prices available is especially high across all consumption bands in Finland, Belgium
and ltaly. Other countries have particularly large price ranges for certain consumption bands,
namely Latvia and the United Kingdom for low consumption, Estonia for the mid-level
consumption, and Slovakia for high consumption. Conversely, the range of prices is very narrow in
other countries, especially the Czech Republic, Lithuania and Romania.

The price collection exercise did not record information on whether tariffs are special offers,
which, for example, may be limited to a certain number of customers or to customers in certain
regions. Therefore, it is not possible to determine whether some especially low rates offered with
certain contracts in some countries are accessible to most (or all) consumers, or whether these are
special offers which are only available to a limited number of consumers.
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Figure 9: Range of tariffs available for medium consumption consumers (€/kWh)
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Note: Medium consumption profile consumers use 3500kWh/year. Prices including taxes.
Source: ECME Consortium analysis of data from price collection exercise.

2.2 Consumer views on choice in the market

There are large differences between Member States in regard to how satisfied consumers are with
the choice available to them; both in terms of the choice of tariffs with their current supplier and
the choice of different suppliers (Figure 10 overleaf).

Consumers in Malta, Bulgaria, Latvia, Spain, Hungary and Romania are among those consumers
who are least satisfied with the choice of different tariffs at their current supplier, and, on average,
their rating of agreement with the statement ‘My supplier offers a sufficient choice of tariffs (such
as green electricity, night/day electricity etc.)’ is less than 5 on a scale from 0 (totally disagree) to
10 (totally agree). The lowest average rating of 3.0 was given by consumers in Malta. In
comparison, consumers in Austria, Germany, Finland and the Netherlands are most satisfied with
the choice of tariffs that their current providers offer with average ratings of 7.0 or more.
However, even for these countries there is scope for improvement in the choice of tariffs available
as the average ratings provided by consumers on the 10-point scale are less than 7.5 in all Member
States.

When asked whether they think that there is a sufficient choice of electricity suppliers, there are
even larger differences between Member States with average ratings on the 10-point scale ranging
from 2.6 in Romania to 8.2 in Sweden. There is a clear divide between Member States with
different levels of satisfaction with the choice of suppliers. Consumers in Romania, Estonia,
Poland, and Portugal are the least satisfied with average ratings below 4. Consumers in
Luxembourg, Slovakia and Hungary generally do not think that there is enough choice of electricity
suppliers (average ratings are below 5.0). In contrast, consumers in Germany, Finland, the United
Kingdom, the Netherlands and Sweden are on average the most satisfied consumers when it
comes to the range of different electricity suppliers.
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Figure 10: Choice of taiffs with current supplier and choice of suppliers
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Note: Based on Q11.1 and Q11.3 in consumer questionnaire: Agreement with statements: ‘I can choose from a sufficient number of
electricity providers’ and ‘(name of supplier) offers a sufficient choice of tariffs (such as green electricity, night/day electricity etc.)’. EU-
27 average calculated based on weighted average using population as weights.

Source: ECME Consortium consumer and stakeholder questionnaire
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Consumer associations where also asked to assess the choice of tariffs and suppliers, and in most
cases they were less impressed with the choice available than consumers themselves or these
associations shared the views of consumers. However, the Romanian consumer association was of
the opinion that there was a relatively good choice of suppliers and tariffs, but Romanian
consumers were less impressed with the choice available to them. Similarly, the Danish consumer
association rated the choice of alternative suppliers significantly higher than consumers did.

Consumer associations as well as electricity regulators were also asked to what extent they feel
that ‘Electricity suppliers continuously offer a wide enough choice of technologically advanced
products that meet the consumers’ needs’ (Figure 11). There is no clear association between the
responses provided by different stakeholder types; e.g. it is not generally the case that consumer
associations provide higher or lower ratings than regulators; nor is it the case that consumer
associations and regulators provide high ratings in the same countries.

Interestingly regulators in Bulgaria and Slovenia provide the highest rating on this dimension.
However, as noted earlier, consumers in Bulgaria do not seem particularly satisfied with the choice
of different tariffs. It is also worth mentioning that the Danish consumer association and regulator
differ significantly in their views on this issue. The consumer association provides a much lower
rating, as compared to the regulator, as to whether suppliers offer enough choice of
technologically advanced products. This low rating for choice of products by the Danish consumer
association is in line with the low rating provided by the same association on the choice of tariffs.

Similarly, the views of the consumer association and the regulator in Greece differ widely with
consumer associations being more satisfied with the choice of electricity products provided by
suppliers than the regulator. In fact, the Greek regulator provides the lowest rating for choice of
electricity products. The Maltese and Danish consumer associations also provide low ratings.

Figure 11: Stakeholder perception of choice
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Note: Agreement with the statement: ‘Electricity suppliers continuously offer a wide enough choice of technologically advanced
products that meet the consumers’ needs’. The regulators in Finland, France and the Netherlands and the consumer association in
Belgium, Ireland, Romania and the United Kingdom responded ‘Don’t know’.

Source: ECME Consortium stakeholder survey
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Consumer views on choice and actual choice

The data suggest a positive link between choice and consumer satisfaction with actual choice. In
particular, it seems to be the case, that consumers who are relatively dissatisfied with the choice
of tariffs with their current supplier, live in Member States where suppliers on average offer
relatively few different tariffs (per consumption band and power intensity) (Figure 12). It should be
mentioned that the number of tariffs are counted based on the price collection exercise and
therefore may not include all available tariffs that suppliers have on offer if suppliers offer tariffs
other than those considered for the price collection exercise. It should also be emphasised that a
high level of satisfaction with the choice of electricity tariffs is not necessarily associated with a
large number of tariffs.

Figure 12: Relationship between satiscation with choice of tariffs from current provider and

average number of tariffs available per supplier
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Note: Satisfaction with the choice of tariffs is measured on a scale from 0 to 10 where 10 represents full satisfaction that there is a
sufficient choice of tariffs. The average number of tariffs available is calculated based on the tariffs collected in the price collection
exercise as the average number of tariffs of those included in the price-collection grid available per supplier per consumption level and
(if applicable) per power intensity.

Source: ECME Consortium based on ECME consumer questionnaire and ECME price collection

There is also a weak positive link between satisfaction with the number of alternative suppliers
and the number of main suppliers (Figure 13). We use the number of main suppliers rather than
the total number of suppliers, in order to take into account that some suppliers (particularly small
suppliers) may be only regional suppliers.

The main outliers in the graph are Poland and Romania, where there are 6 and 4 main suppliers,
respectively, but consumers are relatively dissatisfied with the choice of suppliers. The reason is
that consumers are limited in their ability to choose between the suppliers. In particular, in
Romania, the market is geographically split between the 4 main suppliers and in practice
consumers can only switch suppliers if they move. This implies that each consumer in practice has
no choice of supplier among the main suppliers. Desk research reviewed by the Polish regulator
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(and summarised in the country fiches)® found that the choice of alternative suppliers in Poland is
also limited by regional availability of suppliers. This may explain why Polish consumers are not
particularly satisfied with their choice of suppliers even though there are a relatively large number
of main suppliers.

Figure 13: Relationship between satiscation with choice of suppliers and number of main
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Note: Satisfaction with the choice of suppliers is measured on a scale from 0 to 10 where 10 represents full satisfaction that there is a
sufficient choice of suppliers. The number of main suppliers is calculated based on the consumer survey. Main suppliers are defined as
suppliers with a market share of at least 5% of consumers.

Source: ECME Consortium based on ECME consumer questionnaire

Relationship between satisfaction with choice of tariffs and choice of suppliers

It clearly seems to be the case that consumers are more likely to be satisfied with the choice of
suppliers in Member States where consumers are also satisfied with the choice of tariffs (Figure
14).

Furthermore, consumers in countries such as Romania, Estonia, Poland, Portugal Luxembourg,
Slovakia and the Czech Republic are much more satisfied with the choice of tariffs than with the
choice of suppliers (this is illustrated by the fact that these countries are situated well below the
45-degree line in Figure 14). This is particularly the case in Romania, Estonia and Poland where the
choice of suppliers appears to be limited either because the market has not been liberalised yet or
because suppliers are not national suppliers that all consumers can choose between.

» provided in Annex A.
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Figure 14: Reationship between satisfaction with choice of tariffs and choice of suppliers
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Source: ECME Consortium based on ECME consumer questionnaire

2.3 Comparability

Consumers may in theory have a choice between a large number of tariffs and/or suppliers but
this does not necessarily imply that consumers can easily find information about the alternative
prices available to them, let alone that it is easy for consumers to compare the alternatives. In fact,
consumers may find it more difficult to compare offers if there is a wide choice of suppliers and
tariffs, particularly if the tariffs available are very different in terms of contact types and price
dispersion. This section considers transparency and comparability from the point of view of the
consumer. In particular this section addresses three questions:

1) How easy is it for consumers to find information about prices?
2) How easy is it for consumers to compare providers and tariffs?

3) How transparent and easy to compare do consumers find prices?

The analysis relies partly on results from the mystery shopping exercises undertaken for this study
and partly on results of the consumer survey.

2.3.1 Ease of finding alternative suppliers

Mystery shoppers were asked to search for alternative suppliers online and in the phonebook and
to record how easy it was for them to find alternative suppliers. Overall 88% of mystery shoppers
found a price comparison tool on the internet. In fact, comparison websites were found by all
mystery shoppers in Denmark, Germany, Slovenia and Sweden and by most in all other countries
except Hungary, where only 27% found one (Table 9).
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There was a large variation in the number of alternative suppliers found on the internet, with
approximately 2 found on average in Ireland compared to an average of 38 in Germany. It should
also be noted that there is a large variation in the number of alternative suppliers found by
mystery shoppers in the same country. For example in Belgium, Italy and Poland the standard
deviation of the number of alternative suppliers found on the internet is larger than the average,
indicating that one or more mystery shoppers found a very large number of alternative suppliers.
In the majority of cases, more suppliers were found on the internet than when searching in the
phone book. Notable exceptions to this rule are France, Hungary, Luxembourg and Portugal.
Further, mystery shoppers in Ireland found almost double the number of alternative suppliers in
the phone book (4.10) compared to the internet (2.06).

Table 9: Availability of alternatives

Number of alternative Number of alternative
Found price = suppliers found on the Found suppliers found in
comparison web alternative phonebook
tool on the Standard suppliers in the Standard
Country web Average Deviation phonebook Average Deviation
Austria 92% 14 13.33 66% 10.94 13.65
Belgium 75% 7.75 10.11 51% 5.31 5.51
Czech Republic 90% 4.50 2.22 69% 2.76 2.26
Denmark 100% 19.27 1.68 72% 13.18 7.69
Finland 100% 20.69 16.37 65% 5.69 8.59
France 94% 6.30 3.78 82% 6.39 6.88
Germany 100% 38.25 23.5 54% 4.35 5.66
Hungary 27% 3.05 0.58 58% 3.17 1.36
Ireland 88% 2.06 0.35 61% 4.1 9.16
Italy 91% 6 10.09 74% 4.14 2.94
Luxembourg 64% 5.50 2.59 96% 6.23 2.78
Netherlands 96% 12.54 7.50 82% 6.27 5.18
Poland 64% 10.09 10.86 94% 6.89 6.73
Portugal 83% 3.43 1.73 76% 4.03 7.83
Slovakia 78% 3.72 2.42 60% 3.50 4.53
Slovenia 100% 6.47 3.70 94% 6.20 3.04
Spain 65% 3.70 1.18 42% 1.95 1.03
Sweden 100% 28.32 19.75 48% 10.13 13.16
United Kingdom 98% 11.63 8.09 35% 8.11 6.46
EU-27 88% 13.76 9.82 63% 5.48 5.42

Note: Mystery shopping exercise 1 was not undertaken for Bulgaria, Cyprus, Estonia, Greece, Latvia, Lithuania, Malta and Romania
because switching is limited in these countries. EU-27 average is a weighted average using population as weights.
Source: ECME mystery shopping exercise 1

There is also a clear positive association between satisfaction with the choice of alternative suppliers
available to consumers and the average number of alternative suppliers found by mystery shoppers (Figure
15).
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Figure 15: Relationship between satisfaction with choice of suppliers and number of

alternative suppliers found by mystery shoppers
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Note: Mystery shopping exercise 1 was not undertaken for Bulgaria, Cyprus, Estonia, Latvia, Lithuania, Malta and Romania because
switching is limited in these countries.
Source: ECME mystery shopping exercise and ECME general consumer survey

2.3.2 Ease of finding and comparing alternative offers from different suppliers

Mystery shoppers were instructed to search not only for alternative suppliers but also for
alternative and cheaper tariffs. On average, 62% of all mystery shoppers succeeded in finding a
cheaper offer in 10 days (Table 10). However, no mystery shoppers in Hungary were successful in
finding a cheaper offer in 10 days,”® whereas at the other extreme 86% were successful in
Denmark.

The number of cheaper offers found in the United Kingdom averaged 8.43, which is high compared
to all other countries except Sweden (average of 6.64). Consumers in Slovakia, on average, found
the lowest number of cheaper offers (1.27).

There is not only large variation in the number of offers found by mystery shoppers across
different Member States, for some countries there is also considerable variation in the number of
offers found by different mystery shoppers in the same country. The most notable cases are
Denmark, Finland, France, Ireland, Sweden and the United Kingdom, where the standard deviation
of the number of offers found is more than 3.

The high variation in the number of offers found by mystery shoppers in these countries suggests
that some consumers who search for a cheaper tariff will find/receive many more offers than
other consumers who undertake a similar search. Hence, the benefit from searching for a cheaper
tariff may be more variable and more uncertain in these countries.

*® It should be noted that new types of tariffs have recently been introduced in Hungary in 2010 to encourage use of environmentally
friendly energy sources. These tariffs are generally cheaper than most other tariffs on offer in Hungary, and so increase the price
dispersion observed from the price collection exercise data. However, since they were only very recently introduced these new
tariffs may not have been identified in the mystery shopping exercise, which could explain why no mystery shoppers in Hungary
were successful in finding a cheaper offer.
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It was generally possible for consumers to compare offers based on annual consumption (overall,
81% of mystery shoppers said that this was possible). However, this was only the case for 43% of
Spanish mystery shoppers.

Table 10: Finding and comparing cheaper offers

Country Received/ Number of offers Average Possible to Estimated average
found a found/received time to compare savings made on an
cheaper get offers based annual base if

offer cheaper on annual switching (in €)3
(W:::;’:)lo Average Sta'nd'ard1 (i:f(::rs 5 consumption Lower Upper
deviation ys) bound bound

Austria 68% 1.77 0.86 1.5 88% 32.00 32.00

Belgium 55% 2.07 1.05 1.11 70% 188.21 188.21

Czech Republic 77% 1.73 1.52 1.08 86% 45.26 45.26

Denmark 86% 3.35 3.77 0.59 91% 44.03 44.03

Finland 55% 4.13 3.92 0.99 87% 59.98 59.98

France 65% 2.94 3.32 0.44 93% 66.52 66.52

Germany 62% 2.94 1.73 2.05 90% 200.09 273.68

Hungary 0% n.a. n.a. n.a. n.a. n.a. n.a.

Ireland 76% 2.28 3.23 0.24 78% 119.83 119.83

Italy 78% 3.08 1.51 1.15 74% 114.05 114.05

Luxembourg 26% 1.31 0.63 2.24 100% 53.91 53.91

Netherlands 69% 1.8 1.21 1.2 73% 156.20 193.52

Poland 36% 2.39 1.24 0.62 83% 20.29 20.29

Portugal 64% 1.38 0.49 : 84% 29.94 29.94

Slovakia 64% 1.27 0.52 1.72 60% 57.02 57.02

Slovenia 79% 1.95 1.01 1.05 64% 26.45 26.45

Spain 29% 1.57 0.51 : 43% 5.00 5.00

Sweden 66% 6.64 7.73 0.29 100% 88.80 88.80

United Kingdom 85% 8.43 6.32 0.13 87% 171.02 171.02

EU-27 62% 3.45 2.49 0.98 81% 106.58 121.58

Note: Mystery shopping exercise 1 was not undertaken for Bulgaria, Cyprus, Estonia, Greece, Latvia, Lithuania, Malta and Romania
because switching is limited in these countries. EU-27 average is a weighted average using population as weights.

The number of offers found/received (average and standard deviation), average time to get cheaper offers, the share for whom it was
possible to compare offers based on annual consumption, and potential estimated savings are calculated based only on responses from
mystery shoppers who found a cheaper offer.

1. It is possible for the standard deviation to be larger than the average, since for some countries most mystery shoppers found only a
very small number of offers making the average low, whilst a few mystery shoppers found a very large number of offers making the
standard deviation high.

2. Average time to get a cheaper offer refers to the time it took for suppliers to get back to mystery shoppers with a cheaper offer after
the mystery shoppers had contacted them (not the time mystery shoppers had to spend actively searching for cheaper offers).

3. The lower bound of the estimated savings from switching are estimated excluding savings of €1,000 or more. The upper bound is the
average across all savings reported by mystery shoppers.

Source: ECME mystery shopping exercise 1.

ECME Consortium
58 The functioning of retail electricity markets for consumers in the European Union



2 | Choice and comparability

2.3.3 Availability of cheaper offers
Cheaper offers from alternative suppliers

The mystery shopping exercises show that there are generally cheaper offers available from
alternative suppliers. On average across the EU-27, 62% of mystery shoppers where able to find a
cheaper offer from an alternative supplier (as opposed to their current supplier), with estimated
average savings of €107 per annum for those consumers who would be able to benefit from a
cheaper offer (Table 10 and Figure 16).

In most countries, on average, mystery shoppers who found/received cheaper offers did so in less
than 2 days. This refers to the time that it took for suppliers to get back to mystery shoppers with
a cheaper offer after mystery shoppers had contacted them (not the time mystery shoppers had to
spend actively searching for cheaper offers). The two exceptions are Germany and Luxembourg
where, on average, mystery shoppers who found cheaper offers only did so after more than 2
days. Mystery shoppers who found cheaper offers in the United Kingdom did so more quickly than
consumers in any other country requiring only 0.13 days on average (equivalent to approximately
3 hours).

There was large variation in the potential savings from switching, with average potential savings
estimated to be less than €30 per year in Spain, Poland and Slovenia, whilst average potential
savings are estimated to be more than €150 per year in Belgium, Germany, the Netherlands and
the United Kingdom (Figure 16). The average savings for German mystery shoppers is very large
and is driven by a few mystery shoppers who would be able to save more than €1,000 annually if
they switched to any of the offers they found. However, it is not possible to determine if any of
these savings are due to introductory offers etc. It should be noted that some mystery shoppers in
other countries also indicated very large annual savings.

It should also be noted that several mystery shoppers reported that it was difficult to judge the
savings that they could achieve from switching, which in itself is an interesting finding since this
makes it more difficult for consumers to assess the benefits related to the choice of tariffs on
offer.”’

7 Unfortunately there is no figure for the share of mystery shoppers who reported that it was difficult to judge the savings that they
could achieve from switching
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Figure 16: Lower bound of estimated potential annual savings from mystery shopping exercise
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Note: The annual savings are estimated by the lower bound presented in Table 10 . The mystery shopping exercise was not undertaken
in Estonia, Latvia, Lithuania, Bulgaria, Cyprus, Greece, and Romania.
Source: Source: ECME Consortium analysis of data from mystery shopping.

There also appears to be a positive relationship between the estimated average annual savings
from switching and the range between the maximum and minimum tariffs identified by the price
collection exercise (Figure 17).”® However, for some countries, given the small ranges between the
maximum and minimum tariffs, mystery shoppers in these countries would not be expected to
have found such large savings. These countries are below the trend line in Figure 17 (Czech
Republic, Ireland, the Netherlands, Slovakia, Sweden, and the United Kingdom). A possible
explanation for this is that in these countries a larger proportion of consumers are close to the top
end of the possible price range.

* |s should be noted that we do not expect these data points to form a perfect line, since the average savings that can be achieved
depend consumers actual current tariffs rather than the maximum to minimum range.
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Figure 17: Estimated average annual savings from

600
— _ ®
§ R2 = 02312 T BE
£ 500 >
2 FI DE
D 400 ¢
(O]
2
© 300 Ff
&= SL LU UK
8 200 LT3
c ES
£ AT NL
g SE IE
% 100 L sk -
2 ¢

0 50 100 150 200 250

Estimated average annual savings from switching (Euro)

Note: Mystery shopping exercise 1 was not undertaken for Bulgaria, Cyprus, Estonia, Latvia, Lithuania, Malta and Romania because
switching is limited in these countries. Max-min range refers to prices including taxes.
Source: ECME mystery shopping exercise 1 and ECME price collection exercise.

Cheaper offers from current supplier

In addition, it should be mentioned that mystery shoppers who were instructed to contact their
supplier to enquire about termination policies were often offered a cheaper deal by their current
supplier.

Table 11 below shows that across the EU 22% of mystery shoppers were spontaneously offered a
cheaper deal by their current supplier without asking for it when enquiring about the termination
policy. Furthermore, 13% were offered a cheaper deal by their current supplier after asking or
calling/emailing back to ask for a cheaper tariff.

Mystery shoppers in the United Kingdom and the Netherlands were most likely to be
spontaneously offered a better deal by their current supplier (44% and 36% respectively), while
those in Slovenia and Spain were most likely to receive a cheaper deal from their current supplier
if they asked for it or called/emailed back asking for it (31% each respectively). On the other hand,
no German mystery shoppers were offered a cheaper deal after they called/emailed back asking
for it.

The fact that around one in three mystery shoppers across the EU who contacted their current
supplier was offered a better deal shows that considerable unexploited opportunities for
consumers exist (final column of Table 11).
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Table 11: Offered a cheaper deal by supplier in response to questions about termination

policy
Offered a cheaper deal by Offered a cheaper deal
Spontaneously offered = the current provider after either spontaneously or
a cheaper deal by asking or calling/emailing after asking or
Country current provider back calling/emailing back
Austria 24% 16% 36%
Belgium 20% 12% 30%
Czech Republic 28% 14% 38%
Denmark 4% 13% 16%
Finland 12% 4% 16%
France 8% 9% 16%
Germany 24% 0% 24%
Hungary 6% 2% 8%
Ireland 8% 2% 10%
Italy 22% 13% 32%
Luxembourg 8% 4% 12%
Netherlands 36% 9% 42%
Poland 22% 21% 38%
Portugal 4% 4% 8%
Slovakia 8% 4% 12%
Slovenia 13% 31% 39%
Spain 22% 31% 46%
Sweden 12% 14% 24%
United Kingdom 44% 23% 57%
EU-27 22% 13% 32%

62

Note: Approximately 50 mystery shopping exercises were undertaken per Member State. EU-27 average calculated as a weighted
average using 2010 Eurostat figures as weights. This mystery shopping exercise was not undertaken in Estonia, Latvia, Lithuania,
Bulgaria, Cyprus, Greece, and Romania. Some mystery shoppers may have been offered a cheaper deal both spontaneously and after
asking for a cheaper offer. Therefore the first two columns do not necessarily sum to the third column.

Source: ECME Consortium analysis of data from mystery shopping exercises.

2.3.4 Experience comparing offers and suppliers

According to the consumer survey, 10% or less of consumers in Romania, Portugal, Estonia,
Hungary and Poland have tried to compare offers from different suppliers (Figure 19). In
comparison, more than 50% of consumers in Ireland, the United Kingdom, Germany and Sweden
have tried to do so. It is not surprising that consumers in Romania and Estonia are among those
consumers who have least experience comparing offers from alternative suppliers, because the
ability of these consumers to switch supplier is limited by the specific market structure. In
Romania, the market is geographically split between suppliers and consumers have no real option
to switch (except when moving to another region) and the Estonian retail electricity market is
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closed meaning that consumers are unable to switch.?® In Poland and Portugal some consumers
have no local alternative suppliers.

It is also worth noting that a large share of mystery shoppers found an online price comparison
tool in the United Kingdom, Germany and Sweden countries, where a large share of consumers
have compared offers. This suggests that online price-comparison tools may facilitate the
comparison of offers from different suppliers. However, this may not always be the case. For
example, in Denmark 100% of mystery shoppers found a price comparison tool but only 27% of
consumers have tried to compare offers from different suppliers.

Overall, it would seem that consumers have more experience comparing different offers from
their current supplier than from different suppliers. This is illustrated by observations being above
the 45-degree line in Figure 18. For example in Germany, 70% of consumers have compared offers
from their current supplier while only 59% of consumers have compared offers from different
suppliers. Similarly, 48% of consumers in Austria have compared offers from their current supplier
and only 42% have compared offers from different suppliers. However, in some cases (for example
in Sweden, Ireland and the United Kingdom) slightly more consumers have compared offers from
different suppliers than compared offers from their current supplier.

Figure 18: Relationship between experience with comparing offers from different supplier and

from current supplier
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Note: Based on Q14. Percentage who said ‘yes’ to the following questions: ‘I have compared offers from different providers’, ‘I have
compared tariffs from my provider’.
Source: ECME Consortium general consumer survey

Less than 20% of consumers in Malta, Latvia, Cyprus, Bulgaria, Hungary and Greece have
compared offers from their current supplier (Figure 19). Interestingly, these are also (with the
exception of Hungary) countries with a limited number of suppliers.

* Officially the Estonian market will be fully liberalised in2013. Until then household consumers cannot switch. However, besides the
dominant supplier there are also a number of other small suppliers which were identified in the consumer survey. It is not clear if
consumers in general, or in some areas only, can switch to these alternative suppliers.
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Furthermore, less than 50% of consumers in all Member States have used a price comparison
website. The fewest consumers have done so in Cyprus, Greece and Romania which is perhaps also
not surprising given the limited choice. It is also worth noting that only 5% of consumers in
Hungary have used a price comparison website. This is in line with the finding that only 27% of
mystery shoppers were able to find a price comparison tool on the internet.

The consumer survey also indicates that very few consumers (less than 19%) in all Member States
have received other assistance or advice in order to choose the tariff they are on (Figure 19).

Figure 19: Experience with comparison of offers and suppliers
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Note: Based on Q14. Percentage who said ‘yes’ to the following questions: ‘| have compared offers from different providers’, ‘I have
compared tariffs from my provider’, ‘I have used a price comparison website to compare providers and/or tariffs’ and ‘I have received
any other assistance or advice to choose my tariff (regulator, public advisory bureau, consumers organisation, private advice, etc.)’
Source: ECME Consortium general consumer survey

There is evidence that use of price comparison tools may make it easier for consumers to compare
alternative offers from different suppliers. In particular two relationships are observed:

m There is a clear positive link between the share of consumers who have used a price
comparison tool and the share of consumers who have compared offers from different
suppliers (Figure 20). The main outlier in the graph is Ireland where only 15% of
consumers have used a price comparison tool but 52% have compared offers from
different suppliers. This could be because suppliers in Ireland generally advertise their
prices as the percentage discount compared to the incumbent supplier.

m There is also a positive link between the share of consumers who have used a price
comparison tool and the average rating of the ease of comparing offers from alternative
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suppliers (Figure 21). It should be noted, however, that consumers may find it easy to
compare offers from alternative suppliers even if relatively few consumers have used a
price comparison tool. This is most notably the case in Ireland, the Czech Republic and
Slovenia.

These findings are well in line with the conclusions of a recent study published by the Swedish
Consumer Agency>® which concludes that price comparison tools in the retail electricity sector are
viewed as useful by consumers and that consumers would like to see similar tools in other sectors.

Furthermore, the success of the price comparison website in Sweden is one of the reasons why the
study concludes that the retail electricity sector in Sweden is now relatively well-functioning in an
international perspective.

Unsurprisingly, if a relatively low share of mystery shoppers were able to find a price comparison
website, only very few consumers in that country have generally used a price comparison tool
(Figure 22). However, consumers do not necessarily use a price comparison tool even if it exists
and is easy to find (i.e. if a large share of mystery shoppers has found one). The reason may be
that consumers are not aware of the possibility to compare offers using a price comparison tool.

Figure 20: Relationship between use of price comparison tool and share of consumers who

have compared offers from different suppliers
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Note: Based on Q14. Percentage who said ‘yes’ to the following questions: ‘I have compared offers from different providers’, and ‘I
have used a price comparison website to compare providers and/or tariffs’.
Source: ECME Consortium general consumer survey

% swedish Consumer Agency (2010), Férdjupad analys av elmarknaden fér konsumenter’.

http://www.konsumentverket.se/Global/Konsumentverket.se/Best%c3%a4lla%200ch%20ladda%20ner/rapporter/2010/2010_15_Fordj
upad_analys_elmarknaden.pdf
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Figure 21: Use of price comparison tools vs. ease of comparing offers from alternative suppliers
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Note: Ease of comparing alternative offers from different suppliers is measured on a scale from 0 to 10 where 10 indicates that it is very
easy to compare alternative offers.
Source: ECME Consortium analysis of data from general consumer survey.

Figure 22: Relationship beteween availability and use of price comparioson tools
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switching is limited in these countries.
Source: ECME mystery shopping exercise 1 and ECME general consumer survey

2.3.5 Ease of comparing suppliers and tariffs
Respondents to the consumer survey were asked how easy they find:

1) comparing different tariffs from their current supplier; and
2) comparing offers from different suppliers.

ECME Consortium
The functioning of retail electricity markets for consumers in the European Union




2 | Choice and comparability

Consumers in Germany, Finland and the Netherlands generally are most confident when
comparing alternative tariffs from their current supplier, while consumers in Malta, Spain and
Bulgaria are least confident (Figure 21). In particular, on a scale from 0 to 10 where 10 indicates
that it is easy to compare different tariffs offered by their current supplier, consumers in Germany
on average rate the comparability of tariffs from suppliers at 7.2. At the other extreme consumers
in Malta on average rate comparability of tariffs with the current supplier at 2.8 on the 10-point
scale

In terms of comparing offers from different suppliers average ratings on the 10-point scale range
from 2.7 in Romania to 6.1 in the Czech Republic and Ireland. There is thus clear indication that
consumers find it relatively difficult to compare offers from different suppliers as well as different
tariffs from their current supplier. This may work as a significant barrier for consumers wishing to
switch to another tariff or supplier.

Consumers generally find it easier to compare tariffs offered by their current supplier than to
compare offers from different suppliers. This may be because there is added complexity when
comparing offers from different suppliers. For example, consumers may have to search through a
number of different websites, which are likely to have different layouts, if they are trying to
compare across multiple suppliers (although this may be made easier if a good price comparison
site is available).

Furthermore, consumers may have less experience comparing offers from different suppliers than
comparing different tariffs offered by their current supplier. For example, the largest differences
between the comparability of tariffs with the current supplier and comparability of offers from
different suppliers are observed in countries such as Poland, Portugal, Romania, Estonia and
Slovakia. As mentioned earlier supplier switching is limited in Romania and Estonia and as a result
consumers are unlikely to have much experience comparing suppliers and this might explain why
consumers find it more difficult to compare offers from different suppliers than offers from their
current supplier. Similarly, as discussed in the chapter on consumer mobility, supplier switching is
also rare in Poland, Portugal and Slovakia, and, hence, lack of experience might again explain why
consumers find it more difficult to compare offers from different suppliers than offers from their
current supplier.
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Figure 23: Comparability of suppliers and tariffs

Comparability of different tariffs with current supplier and comparability of offers from different suppliers

=
o
|

From O (totally disagree) to 10 (totally agree)

Greece

EU-27
France
Ireland
Cyprus
Austria
Finland

Germany |

o N IS o
| . . .
Malta | : :
Spain [ss H
Bulgaria |
Latvia jms s :
Hungary jss s :
Poland s s :
Romania | s
Lithuania. |mssss s s
ltaly [ .
Estonia |us s e

Denmark
Portugal
Belgium

Czech Republic
Sweden
Slovakia
Slovenia

Netherlands |s s

Luxembourg
United Kingdom

Supplier comparability [ Tariff comparability

Comparability of offers from different suppliers

Romania
Poland |-
Portugal
Estonia |- -

Spain
Hungary
Luxembourg -+
Slovakia -
France {----
Denmark {- -«
EU-27 {----
Austria { -«
Italy
Belgium
Sweden
Slovenia {----
Netherlands {- -~
Germany |-

United Kingdom |-
Finland {- -~

Czech Republic {----
Ireland

Scale from 0 (totally disagree) to 10 (totally agree)

O Consumer associations ® Consumers

Note: Based on Q11.2 and Q11.4: Agreement with statements: ‘It is easy to compare offers from different electricity suppliers’ and ‘it is
easy to compare different tariffs offered by (name of supplier)’. Consumers in Malta, Bulgaria, Latvia, Greece, Lithuania and Cyprus
were not asked questions about supplier comparability because switching is not possible. EU-27 average calculated based on weighted
average using population as weights.

Source: ECME Consortium general consumer survey.

ECME Consortium
68 The functioning of retail electricity markets for consumers in the European Union



2 | Choice and comparability

2.4 Choice complexity

The final section of this chapter considers whether the complexity of the choices available to
consumers is beneficial for them, or whether there is in fact too much choice complexity and that
this is actually harmful. As discussed above, economic theory generally assumes that consumers
make rational decisions based on all the information available to them, and it follows that
increased choice and product variety should in principal increase consumer welfare because they
can choose products which best match their preferences. However, some empirical studies have
shown that consumers do not always make use of all available information and too much
information can degrade the quality of decisions made by consumers.

The results of the consumer survey indicate that consumers like to have choice of tariffs and
suppliers. For example, a positive link appears to exist between the extent to which consumers
believe that their supplier offers a sufficient choice of tariffs and the extent to which consumers
are satisfied with services and tariffs provided by their supplier (see Figure 72 in Chapter 4). In
addition, consumers tend to be more satisfied if there is a large variety of tariffs, suppliers and
contract types (variety of contract types is measured by an index of choice complexity, see Figure
24).

Figure 24: Customer satisfaction vs. choice complexity
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Choice complexity index

Note: The choice complexity index is a relative index which is based on 1) the average number of alternative suppliers found by mystery
shoppers; 2) the average number of tariffs found per consumption level, power intensity and supplier in the price collection exercise;
and 3) the number of different contract types found during the price collection exercise. Each of the three variables was rescaled by the
maximum in any country for that variable. Finally, to construct the index an average of the rescaled values were taken. The rating of
satisfaction is based on ratings on a scale from 0 to 10 where 10 represents the highest level of satisfaction with services offered by the
current supplier (Q2).

Source: ECME Consortium analysis of data from mystery shopping exercises, price collection and consumer survey.

Furthermore, there is evidence that there may be too little choice of suppliers and tariffs in some
countries, most notably in Greece, Cyprus and Malta where a large share of consumers indicate
that they would like to change electricity supplier in the future but they are currently unable to do
so because the markets are characterised by national monopolies.

There is evidence that the variety and complexity of choice (i.e. number of alternative suppliers,
contract types and number of tariffs offered by each supplier) increases with the maturity of the
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liberalised market (Figure 25). Hence, consumers in markets which have been liberalised longer
generally tend to have more choice in terms of suppliers, contract types and tariffs.

However, if the choice becomes too complex, it may become difficult for consumers to choose the
best alternative. Evidence suggests that the average possible savings associated with switching
supplier increases with the complexity of the market (Figure 26)3'. This suggests that, despite
having a large variety of choice, consumers in mature, liberalised markets are not on average on
the cheapest tariff. Hence there are large potential benefits associated with choice which are not
currently being realised.

Figure 25: Maturity of liberalised market vs. complexity of choice index
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Note: The choice complexity index is a relative index which is based on 1) the average number of alternative suppliers found by mystery
shoppers; 2) the average number of tariffs found per consumption level, power intensity and supplier in the price collection exercise;
and 3) the number of different contract types found during the price collection exercise. Each of the three variables was rescaled by the
maximum in any country for that variable. Finally, to construct the index an average of the rescaled values were taken.

Source: ECME Consortium analysis of data from mystery shopping exercises and the price collection exercise.

* There is also a positive link between the complexity of the market (measured by the choice complexity index) and price dispersion
measured by the range of prices collected in the price collection exercise.
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Figure 26: Choice complexity index vs. average possible savings if switching supplier
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Note: The choice complexity index is a relative index which is based on 1) the average number of alternative suppliers found by mystery
shoppers; 2) the average number of tariffs found per consumption level, power intensity and supplier in the price collection exercise;
and 3) the number of different contract types found during the price collection exercise. Each of the three variables was rescaled by the
maximum in any country for that variable. Finally, to construct the index an average of the rescaled values were taken. The estimate of
average possible savings if switching supplier are based on the mystery shopping exercise.

Source: ECME Consortium analysis of data from mystery shopping exercises and price collection.

Although the positive relationship between average potential savings from switching and market
complexity suggests that consumers find it difficult to compare offers, the survey results also
suggest that, on average, consumers find it easier to compare tariffs from their current supplier in
countries where there is a high complexity of tariffs (Figure 27).>* This may be because these are
also countries where consumers have access to good price comparison tools and countries where
consumers have experience comparing different offers.

This finding, however, provides no answer to the question of why consumers in mature and highly
complex markets on average could benefit from large potential savings by switching and hence do
not appear to take advantage of the full benefits associated with added choice.

One explanation might be that consumers are reassured by the high perceived level of
competition in mature, liberalised markets and so expect that prices are low in general regardless
of the supplier selected. Consumers in these markets may assume that there is thus no need to
search for alternative offers and switch tariff or supplier.

The fact that there is a positive correlation between the average possible savings from switching
and the extent to which consumers, on average, believe that their prices are competitive, may
offer some support to this explanation. It is a paradox that we encounter higher average savings
from switching in countries where consumers think that prices offered by their supplier are
competitive.

32 A similar relationship is found between choice complexity and supplier comparability.
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Figure 27: Choice complexity index vs. comparability of tariffs with current suppliers
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Note: The choice complexity index is a relative index which is based on 1) the average number of alternative suppliers found by mystery
shoppers; 2) the average number of tariffs found per consumption level, power intensity and supplier in the price collection exercise;
and 3) the number of different contract types found during the price collection exercise. Each of the three variables was rescaled by the
maximum in any country for that variable. Finally, to construct the index an average of the rescaled values were taken. The rating of
comparability of tariff from current supplier is based on ratings on a scale from 0 to 10 where 10 represents the highest level of
comparability (Q11.4).

Source: ECME Consortium analysis of data from mystery shopping exercises, price collection and consumer survey.

Figure 28: Average rating of competitiveness vs. average possible savings from switching
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Note: The choice complexity index is a relative index which is based on 1) the average number of alternative suppliers found by mystery
shoppers; 2) the average number of tariffs found per consumption level, power intensity and supplier in the price collection exercise;
and 3) the number of different contract types found during the price collection exercise. Each of the three variables was rescaled by the
maximum in any country for that variable. Finally, to construct the index an average of the rescaled values were taken. The rating of
comparability of tariff from current supplier is based on ratings on a scale from 0 to 10 where 10 represents the highest level of
comparability (Q11.4).

Source: ECME Consortium analysis of data from mystery shopping exercises, price collection and consumer survey.

72

ECME Consortium
The functioning of retail electricity markets for consumers in the European Union



3 | Customer mobility

3 Customer mobility

Switching is an important consumer activity which enables consumers to benefit from better deals
on offer from alternative suppliers or to obtain a better deal from the same supplier and promote
competition in the market place. Since liberalisation of the retail market, the number and range of
alternative offers available to consumers has expanded, with a larger number of different tariffs
now on offer (fixed/variable rate, day-night, online etc). In order to obtain the offer which is most
suitable for them personally, consumers may have to switch supplier and/or tariff.

When consumers are aware that they can switch, and they are not discouraged from switching by
difficulties with the switching process itself, this awareness may further encourage suppliers to
offer better deals in order to prevent their current customers from moving to another supplier and
to attract new clients.

However, a low switching rate is not necessarily an indicator of a poorly functioning market as it is
important to assess the reasons explaining the low switching rate. If consumers are generally well-
informed about alternative offers in the market and are happy with the price that they pay and the
service they receive, then clearly this situation is good for consumers. On the other hand, if
switching is low because of difficulties with the switching process or because consumers are
unaware of alternatives this is likely to lead to significant consumer detriment. Therefore, this
chapter looks beyond the switching figures and examines the reasons for switching or not
switching.

More precisely, the chapter:

m  Reviews the regulatory environment for switching tariff at the same supplier and
switching supplier.

m Presents the extent of actual switching.

m Presents consumers’ overall assessment of the ease of switching.
m  Analyses consumer loyalty and the reasons for switching.

m  Assess whether switching makes consumers better off.

m Reviews barriers to switching.

m  Analyses statistically the determinants of switching.

3.1 Regulation relating to customer mobility

Different areas of consumer protection legislation and retail electricity legislation and regulation
may impact consumer mobility by defining the consumer’s right to switch tariff and/or supplier, by
limiting the possibilities to switch or facilitating switching, or by regulating the commercial
practices that suppliers can use when trying to attract new customers. In this section we briefly
discuss the regulation of contract terms and switching processes as well as market structural
barriers to switching.

3.1.1 Contract terms

The conditions under which consumers may switch tariff and/or supplier are governed by the
terms and conditions of the contract they have with their supplier. The Unfair Contract Terms
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Directive® sets out a common minimum level of protection in the area and specifies that a
“contractual term, which has not been individually negotiated, shall be regarded as unfair if,
contrary to the requirement of good faith, it causes a significant imbalance in the parties' rights
and obligations arising under the contract, to the detriment of the consumer.”

In addition, to the national transposition of the Unfair Contract Terms Directive contractual terms
and conditions are regulated above and beyond the Directive in all of the countries for which
information is available. However, the details of the information available vary. There are
examples of Member States (Austria, Demark, Estonia, Luxembourg, and Belgium) where the
regulation specifies that the contract must include details of contract duration, renegotiation
policies, and termination and cancellation rights.

In addition, the right to switch, and specific parts of the switching process, such as the maximum
duration of the switching process and the fees that may be applied, are regulated in some
countries. Available details of the regulation in relation to the switching process are provided in
Table 92. In cases where no or limited information about the regulation is available, it is not
possible to determine if this is because no regulation is in place.

In most countries (except Bulgaria, Cyprus, Malta and Estonia) consumers formally have the right
to switch supplier, and in Italy and Sweden, consumers may do so with 1 month notice whereas
consumers in Slovakia and Greece® must give 40 business days and 3 months notice respectively.
A longer notice period will typically make switching more cumbersome.

However, despite the legal right to switch, consumers will still have to adhere to the terms and
conditions in their contract and this may imply that there, are in practice, some limitation in
supplier and tariff switching.

For example, in Germany there are no legal barriers to switching but consumers on a contract with
a fixed minimum duration are only able to switch at the end of the contract or if the supplier
breaches the contract (for example by raising prices). Such contacts may limit both supplier and
tariff switching.

However, provided that consumers have chosen to agree to the contract terms, this may not
necessarily be negative for consumers because although they are contractually bound to their
supplier the characteristics and price of the contract may be well suited for their preferences.

Besides the right to switch suppliers, the process for doing so is also regulated in a number of
countries. In Luxembourg, the new supplier is responsible for the switching process and in Slovenia
consumers may authorise the new supplier to undertake the switching on their behalf.

In Slovakia, the Czech Republic, Luxembourg, Romania and Slovenia the duration of the supplier
switching process is regulated. In the Czech Republic the whole process may not exceed 17 days
and in Luxembourg the switch must be completed by the 1* day in the second month after the
switch was requested.

* Council Directive 93/13/EEC of 5 April 1993. The full text of the Directive is available from the following link: http://eur-
lex.europa.eu/smartapi/cgi/sga_doc?smartapilcelexapi!prod!CELEXnumdoc&Ig=EN&numdoc=31993L0013&model=guichett

3 Greek regulation in the area is under revision and the new regulation should have been in place in late 2009.
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The fees which may be charged by suppliers and network companies in the case of supplier
switching are limited in Austria, the Czech Republic, Finland, Lithuania, the Netherlands, Hungary,
Luxembourg, Romania and Slovakia. In most countries suppliers are not allowed to charge fees for
supplier switching, and in the Netherlands, regulation puts a limit on the cancellation fee that
suppliers may charge if consumers cancel the contract prematurely.
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Table 12: Regulation of switching process
Country Do consumers have @ Switching process Duration of Cost of switching is
a right to switch is regulated switching process regulated
supplier is regulated
Austria Yes Yes Yes, no fees allowed
Belgium Yes
Bulgaria No
Cyprus No
Czech Republic Yes Yes Yes, less than 17 Yes, no fees allowed
business days
Denmark Yes
Estonia No
Finland Yes Yes Yes'
France Yes
Germany Yes
Greece Yes, 3 months notice’
Hungary Yes Yes Yes, no fees allowed
Ireland Yes
Italy Yes, 1 month notice
Latvia
Lithuania Yes Yes Yes, no fees allowed
Luxembourg Yes Yes® Yes, effective at the Yes, no fees allowed
latest on the 1st day
of the second month.
Malta No
Netherlands Yes Yes Regulation puts a
limit on the fee if
consumers cancel the
contract prematurely
Poland Yes
Portugal Yes
Romania Yes Yes Yes Yes, no fees allowed
Slovakia Yes, 40 business days = Yes Yes® Yes, no fees allowed
notice
Slovenia Yes Yes® Yes®
Spain Yes
Sweden Yes, consumers can
switch supplier at the
1st of each month
with 1 month notice
United Kingdom Yes Yes :

Note: 1) the network operator may not charge a customer unless the time elapsed from the previous change of supplier is less than 12
months. In that case the network operator may charge only for the cost of extra meter reading if the customer will not read the meter
by himself/herself. The network operator may also estimate the meter values during the change of supplier. 2) The regulation is under
revision. 3) A system operator shall provide the accounting subject with the data on electricity consumption up to the switching date no
later than 15 business days from the switching date.4) Consumers can authorise the new supplier to carry out the switching procedure.
5) If the switch is registered with the system operator by the 10th of the month, the new supplier will start supplying energy on the first
day of the following month. 6) The new supplier is responsible for switching process.

Source: Country fiches in Annex A
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3.1.2 Market structural barriers to supplier switching

Consumers wishing to switch supplier may be limited in their ability to do so by the market
structure.

m In Cyprus and Malta markets are closed there is only one supplier so consumers do not
have the possibility to switch supplier.

m The Estonian market is also closed but there are also a few smaller suppliers and some
supplier switching does occur.

m In Latvia and Greece there is, in practice, a monopoly for household consumers and
consumers in these countries are therefore not able to switch supplier.

m Similarly in Bulgaria, Romania and Lithuania there are, in practice, regional monopolies
meaning that the market is geographically divided between the suppliers, and consumers
are only able to (and have to) switch supplier if they move to another geographical area
which is supplied by another supplier.

In all other countries, consumers are able to switch but they may not be able to choose from all
suppliers in the country if some suppliers are only regional suppliers. Information provided in the
country fiches indicates that this is a significant limitation in Poland.

3.2 Switching levels

This section presents current switching rates both in the context of supplier switching and tariff
switching with the same supplier. In addition, the section assesses the relationship between
supplier switching and market structure characteristics such as market liberalisation, price
regulation and market concentration.

3.2.1 Level of supplier switching

Respondents to the consumer survey were asked whether they had switched supplier at some
point in the two years prior to the time of data collection.

Across the EU Member States 10.1% of consumers tried to switch supplier in the 2 years prior to
2009 and 6.2% actually switched supplier (Figure 29).

The largest share of consumers has tried to switch supplier in Ireland (28.6%) and most of them
completed the switch. There are relatively large differences between the share of consumers who
tried to switch and the share of consumers who completed the switch in the United Kingdom,
Finland, Sweden, Germany, Austria and Spain.

» Country fiches are provided in Annex A
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Figure 29: Percentage of consumers who tried to switch and switched supplier in 2 years prior

to mid 2010 (including those who switched because they moved house)
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2010 but excluding those
who switched because they moved house. No responses are available for Cyprus, Malta, Latvia, Lithuania, Romania, Bulgaria and
Greece as switching is limited by the existence of monopolies or regional monopolies. Therefore supplier switching in these countries is
set to 0%. The EU average is calculated as the weighted average across all Member States using 2010 Eurostat population figures as
weights

Source: ECME Consortium analysis of data from consumer survey

It should be mentioned that consumers in Bulgaria, Cyprus, Greece, Latvia, Lithuania, Malta and
Romania were not asked about their switching behaviour; either because supplier switching is not
possible or because switching is only possible in cases where consumers move to a different region
serviced by a different regional monopolist.

In other countries, consumers may also be required to switch supplier if they move to another
region. This is a feature of the market structure and may be seen to artificially inflate switching
rates. Furthermore, consumers who are not required to, but still choose to switch supplier when
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they move house, may be motivated by quite different considerations than consumers who switch
supplier for other reasons.

For example, consumers who switch when they move to another house may believe that they
have to choose a local supplier or choose the supplier selected by the previous occupant of the
property.

As a result, it may therefore be more appropriate to compare switching rates which exclude
consumers who switch because they move house. Therefore, we do so in the remainder of this
report when using information of supplier switching rates from the general consumer survey.

Figure 30 illustrates that 100% of switching in Poland and 50% of switching in Luxembourg is linked
to consumers moving house. In all other countries less than 10% of supplier switching is
undertaken by consumers who move house.

Figure 30: Share of swtiching due to consumers moving house
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Note: Percentage of consumers who switched supplier. It should be noted that, since this question is not based on the full sample the
statistical significance of the results is reduced. The relevant sample size i.e. the number of respondents who switched supplier is
provided in Table 123. EU-27 calculated as a weighted average using 2010 Eurostat population figures as weights.

Source: ECME Consortium analysis of data from consumer survey

Excluding respondents who switched supplier because they moved house the consumer survey
thus suggests that:

m  Across the EU the supplier switching rate is 5.7%.

m The supplier switching rates are above 10% in Finland, Sweden, United Kingdom and
Ireland only.
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m Supplier switching rates in Czech Republic, Denmark, Austria, Germany, and the
Netherlands are between 5% and 10%.

= Inall other countries switching rates were below 5%.%

The highest rate of supplier switching in EU-27 was found in Ireland with 28% of consumers having
switched in the 2 years from the time of data collection in mid 2010.

This is higher than the switching rate of for Ireland reported in Flash Eurobarometer®” which
suggests that 16% of consumers in Ireland switched in the two years prior to July 2009. The
evidence thus suggests that supplier switching in Ireland has increased significantly over the last
year; a conclusion supported by information provided by the Irish regulator of an unprecedented
high switching rate of over 23% between early 2009 and the end of February 2010.%® Supplier
switching in Ireland may be so high because competitors are able to price lower than the regulated
price of the incumbent.

% |t should be noted that in some cases the results differ from the results of Flash Eurobarometer 282 covering supplier switching in the
two years prior to July 2009. The differences may be partly due to changes in switching behaviour between the two periods. When
compared with information collected as part of the desk research, the estimates of supplier switching for Denmark and Finland
from the survey undertaken for this study seem more in line with the desk research. However, in Italy, Sweden and the United
Kingdom, the switching rates from the consumer survey also seem low compared to the information collected during desk research
Information from the desk research is summarised in the country fiches in Annex A.

In addition we note that estimates of supplier switching rates are also published by EC DG ENER based on data from the European
Regulators’ Group for Electricity and Gas (ERGEG) in their ‘Report on progress in creating the internal gas and electricity market’,
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=SEC:2010:0251:FIN:EN:PDF. However, these estimates differ from our
estimates in several ways: it includes both ‘small industry and households’, it covers only one year and the latest year for which
data is available is 2008.

% Flash Eurobarometer survey 282

%8 CER - Factsheet: Competition in Electricity Supply, 21st Apr 2010
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Supplier switching rates in 2 years prior to mid 2010 (exluding those who switched
because they moved house)

Figure 31:
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2010 but excluding those
who switched because they moved house. No responses are available for Cyprus, Malta, Latvia, Lithuania, Romania, Bulgaria and
Greece as switching is limited by the existence of monopolies or regional monopolies. Therefore supplier switching in these countries is
set to 0%. The EU average is calculated as the weighted average across all Member States using 2010 Eurostat population figures as

weights
Source: ECME Consortium analysis of data from consumer survey

Switching rate and time since market liberalisation

Observed switching rates may reflect the number of years since liberalisation of the household
retail market because it may take time for consumers and suppliers to adjust to a liberalised
market situation where consumers have the possibility to switch suppliers. Furthermore, factors
that make it easier for consumers to switch supplier may not have had time to develop in recently
opened markets, such as bodies that promote awareness of the benefits of switching and provide

information on how to switch.

The rates are highest in a number of Member States where the market has been liberalised for
longer (Figure 32). The outlier in the figure is Ireland with a very high switching rate given the

number of years the market has been liberalised.
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The average supplier switching rate is 1% for countries where the household market was
liberalised in 2007 or later, compared to 10% for countries where the market was opened before
2007.*° However, when considering these averages it is important to note that there are variations
within the groups, and many other factors are also important.

It is not surprising that, usually, switching rates are higher where the market has been liberalised
for longer because, as discussed above, there is likely be a lag between market opening and
consumers taking up/being able to take up the opportunity to switch supplier.

Figure 32: Household switching rate vs. years since market liberalisation (2010)
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2010 but excluding those
who switched because they moved house. Cyprus, Estonia and Malta are not included as the household market is closed in these
countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of monopolies or
regional monopolies. The data point with switching rate at 28% is Ireland.

Source: ECME Consortium analysis of data from consumer survey

3.2.2 Level of tariff switching with current supplier

The consumer survey also provides information on the share of consumers that have switched
tariffs whilst remaining with the same supplier within the last 2 years prior to the time of the
interview.”® The share of consumers who have tried to switch tariff with their current supplier
ranges from 1% in Hungary to 23% in Germany and 19% in Sweden.”’ For the most part, the
majority of consumers that tried to switch tariff with their current supplier did in fact switch tariff
(Figure 33). However, in Spain, 8% of consumers tried to switch while only 4% actually switched.

» Averages exclude Belgium, as the market was opened in the Brussels and Walloon regions only in 2007, while in the Flanders region
the opening date is 2003. Cyprus, Estonia and Malta are also excluded as the household markets are closed. Latvia, Lithuania,
Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of national or regional monopolies.

“ The survey was carried out between 25" of May and 29" of July 2010.

** Where information was found as part of the desk research, tariff switching rates were approximately in the same order of magnitude
as found here. These rates were 38% for Germany (in 2008), 16% for Sweden (in 2008) and 2.5% for France (in 2009).
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Figure 33: Percentage who tried to switch and switched tariff in the last 2 years to mid 2010
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Note: Based on questions Q26 and Q27a of the consumer survey. The percentages refer to share of households who have tried to
switch and have switched tariff (whether easy or difficult) over the 2 years prior to mid 2010. EU-27 calculated as a weighted average
using 2010 Eurostat population figures as weights.

Source: ECME Consortium analysis of general consumer survey

In most Member States, more consumers have switched tariff with the same supplier than
switched supplier within the 2 years prior to data collection (Figure 34). The most significant
exception is Ireland with very high supplier switching rates but low tariff switching rates. Supplier
switching rates are also significantly higher than tariff switching rates in Finland and the United
Kingdom and slightly higher in Austria.

It is worth noting that supplier switching rates in a cross-country comparison are high in Finland,
Ireland and the United Kingdom, and this high level of supplier switching may limit the scope for
tariff switching with the same supplier because active consumers in these countries choose to
switch supplier rather than tariff. However, at the same time it seems to be the case that markets
where consumers are relatively active in terms of switching tariff with the same supplier are also
markets where consumers are active in terms of switching suppliers.
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Figure 34: Tariff switching vs. supplier switching
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2010 but excluding those
who switched because they moved house. Cyprus, Estonia and Malta are not included as the household market is closed in these
countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of monopolies or
regional monopolies. The data point with switching rate at 28% is Ireland.

Source: ECME Consortium analysis of general consumer survey

3.2.3 Level of supplier and tariff switching

An overall measure of consumer mobility in the European electricity markets can be constructed
from the supplier and tariff switching rates. Figure 35 shows the percentage of consumers who
have switched either supplier or tariff with the current supplier in the last 2 years.

The results show that:

m  Overall 17% of consumers in the EU have switched supplier or tariff with their current
supplier within the last 2 years.

m  More than 25% of consumers have switched supplier or tariff with their current supplier
in Germany, Sweden Ireland and the United Kingdom. Consumer mobility is higher in
Germany (30%) than in any other country.

m  Consumer mobility in lowest and less than 5% in Hungary, Latvia, Malta, Bulgaria, Cyprus
and Greece.
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Figure 35: Overall level of switching in 2 years prior to mid 2010

Germany
Sweden
Ireland
United Kingdom
Netherlands
Finland
EU-27

Italy

Belgium
Austria
Portugal
Denmark
Czech Republic
France
Romania
Spain
Luxembourg
Slovakia
Estonia
Slovenia
Lithuania
Poland
Greece
Cyprus
Bulgaria
Malta

Latvia
Hungary

30.6%
29.8%
28.8%
7%

0% 5% 10% 15% 20% 25% 30% 35%

Switching rate

Note: The switching rate is the percentage of consumers who have switched either tariff with the current supplier or supplier in the 2
years prior to the time of data collection.
Source: ECME Consortium analysis of general consumer survey

3.3 Ease of switching

For the majority of consumers in 20 countries, switching tariff with their current supplier was easy
(Figure 36). Furthermore, all those consumers that switched in Austria, Ireland and Luxembourg
found it easy to do so. However, in Hungary, 40% of consumers that tried to switch tariff found it
difficult and 44% of those trying to switch in Latvia could not find a better tariff to switch to.
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Figure 36: Ease of switching (percentage of respondents who tried to switch tariff)
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less than 10 respondents.

EU-27 average calculated as a weighted average using 2010 Eurostat figures as weights.

Source: ECME Consortium analysis of data from general consumer survey

In general, switching supplier appeared slightly more difficult than switching tariff with the same
supplier.

m In only 9 out of 21 countries, switching to another supplier was easy for 50% or more of
their consumers (Figure 37).

= In Luxembourg, 100% of consumers who tried to switch, did switch and said it was easy,
whilst 92% in Ireland said the same.

m  Nevertheless, in Poland, Portugal and Spain, 50-55% of consumers attempting a switch to
another supplier, tried to switch, but found it too difficult.
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Figure 37: Ease of switching (percentage of respondents who tried to switch supplier)

200 e o= -, l & (O
eI MUITH U EHE
. 2 L
) 4
& 60 B : u a7 ) . I |
g I H 105 100
(5]
o I I 87 7 92
O 404 . . n ™. 1 11 11
67 68
I 61 65
45 48 50 51 >4
20 : : 1 3941424272 Sk |
25 28
15 17 18 20
0- ] c © o e} [ > © ~ ] > [ 1%} o ©° c X ©° j=2
£ £ 858 EFELNE 288 £ 8258 % B S
C6 2 9o 3 © £ 0 = 5 & 5 0 S & 3 = T € = ©O
cE2 g 558 semzEigsigecs ts
g YeiEI*+g &a g 2er&a g~ §
v o kel S
=g £ 3
O 5
Switched and it was easy - Switched but it was difficult
- Tried to switch but there was no better offer - Tried to switch but too difficult

Note: Based on Q23: ‘Which of the following best reflects your experience of switching?’.

Percentages as a share of those who tried to switch supplier within the last 2 years; including those who switched because they moved
house. It should be noted that, since this question is not based on the full sample the statistical significance of the results is reduced.
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Source: ECME Consortium analysis of data from general consumer survey

3.4 Consumer loyalty and reasons for switching

Supplier switching is closely linked to consumers’ commitment to their supplier. This section
analyses customer loyalty in the retail electricity market including reasons why consumers switch
and do not switch suppliers.

3.4.1 Consumer loyalty

Generally consumers are committed to their supplier. Findings from the consumer survey show
that consumers in the majority of Member States would still use their current supplier rather than
change to another supplier (Figure 38). Most notably in Italy and France, 84% of consumers
indicate that they will stay with their current supplier in the future. This suggests that consumers
are fairly committed to their current supplier.

Similar conclusions have been found during the desk research. For example, a recent consumer
survey undertaken by the French regulator showed that in France just 6% of residential customers
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were planning to switch supplier over the next few months. The main reason for not planning to
switch suppler was satisfaction with the existing supplier (50% of respondents).**

Furthermore, according to the 2009 annual report to ERGEG from the Dutch regulator, the
perceived “switching threshold” in the Netherlands is fairly high and this is identified as one of the
most pressing issues in the Dutch retail electricity market. The high perceived switching threshold
exists because consumers feel unsure about the information available, are afraid of administrative
problems, or are simply not interested in the energy product. That being said, the switching rate in
the Netherlands is relatively high compared to most other countries.

Desk research summarised in the country fiches also indicates that consumers in Poland and
Slovenia are unwilling and hesitant to switch. While Poland and Slovenia are not countries with
very high levels of consumer loyalty in a European context, the survey shows that the majority of
consumers in these countries also have no particular desire to switch supplier. Only 29% and 28%
of respondents, in these two countries respectively, indicate that they would like to switch
supplier in the future.

It is quite remarkable that consumer loyalty appears to be lower in countries where there is a
national or regional monopoly. Although consumers are generally very loyal to their supplier,
consumers in Greece, Cyprus and Malta are less loyal, and between 48% and 58% of consumers in
these countries would prefer to change suppliers rather than stay with their current supplier in the
future. However, in practice, these consumers cannot switch at the present time.

Less than half of the respondents in Bulgaria and Lithuania indicate that they will use their current
supplier in the future.

The results of the consumer survey also show that consumers who have switched supplier within
the last 2 years are generally less likely to want to stay with their current supplier in the future
than consumers who have not switched in the last 2 years (Figure 39). This conclusion holds in all
countries except Portugal, Slovenia, Slovakia and France.

Overall, the last results suggest that there exists a group of consumers who are keen on switching
to obtain the tariff the best suits their needs

> Source: énergie-info, L’ouverture des marchés de I'électricité et du gaz naturel pour les clients résidentiels, Barométre annuel — vague
3, Septembre 2009
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Figure 38: Consumer loyalty ‘
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Figure 39: Consumer loyalty for those who have switched supplier in the last 2 years and those

who have not
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Source: ECME Consortium analysis of data from the general consumer survey
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The electricity market in the United Kingdom has been liberalised for a relatively long time and
switching rates have long been among the highest in Europe. It is therefore not surprising that
consumers in the United Kingdom typically have had their current supplier for a shorter period of
time than consumers in other countries (Figure 40). In particular, only 20% of consumers in the
United Kingdom have been with their current supplier for more than 10 years and the majority of
consumers in the United Kingdom have been with their suppliers for longer than 2 years, but less
than 10 years (52%) suggesting a reasonably large willingness to switch and relatively low
customer loyalty.

It is also worth noting that over a third (34%) of consumers in Ireland have been with their current
supplier for less than 2 years. The Irish regulator also reports a high willingness to switch supplier
and the results from the consumer survey support this view. The main drivers of this willingness to
switch are the prices offered by new entrants to the market since liberalisation. In Ireland,
entrants to the supply market offer discounts to the incumbent’s prices, making switching more
attractive to consumers.

However, generally consumers in EU-27 are very loyal to their current supplier and in most
countries where switching is possible (except the United Kingdom, Sweden and Luxembourg) the
majority of consumers have been with their current supplier for more than 10 years.

Figure 40: Time with current supplier
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Note: Based on Q22a: ‘How long have you been with (name of supplier)’.

Respondents in Latvia, Lithuania, Greece, Cyprus, and Bulgaria were not asked this question as switching is limited in these countries.
Includes all respondents to the survey, including those who have switched because they have moved house.

EU-27 calculated as a weighted average using 2010 Eurostat population figures as weights.

Source: ECME Consortium analysis of data from the general consumer survey

90

ECME Consortium
The functioning of retail electricity markets for consumers in the European Union



3 | Customer mobility

3.4.2 Reasons why consumers try to switch supplier

There are numerous reasons why consumers try to switch suppliers. In the majority of countries,
many consumers who attempted a switch tried because they thought they could get a better deal
elsewhere (Table 13).

However, there are a handful of exceptions. In Romania, the main reason for trying to switch was
poor customer service (60%) whereas in Estonia, the most prominent reason for switching was the
environmental friendliness of the provider (50%). Moreover, 50% of Luxembourg’s consumers that
attempted a switch did so simply because they were moving house. It should be noted that very
few (less than 10) consumers have tried to switch supplier in these Member States within the last
2 years.

Interestingly, approximately a quarter of those trying to switch supplier in Denmark, Poland and
Slovakia did so because they were advised to switch. On the whole, respondents relatively often
stated that they had tried to switch because they had been advised to do so, and consumers rarely
tried to switch because of interruptions in supply (except in Romania and Estonia) or billing
problems.

The fact that consumers in some countries are responsive to advice from others regarding
whether or not they should switch could make consumers vulnerable to aggressive commercial
practices. The survey undertaken for this study does not provide any details as to who advised
consumers to switch. However, in the United Kingdom, research commission by the regulator
(undertaken by Ipsos-MORI) found that:*

m  39% of survey respondents reported that the last time they switched supplier they did so
because of a visit to their home by a sales person;

m 8% did so because they were contacted by a sales person over the phone; and,

m 5% did so because they were approached by a sales person in a public place.

In Ireland, 47% identified direct contact from a supplier as one of their top three sources of
information when switching supplier.

2,024 quota-controlled face-to-face interviews conducted by Ipsos-MORI across Great Britain between 20 June and 27 July 2008.
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Table 13: Reasons for trying to switch supplier (percentage of respondents who tried to switch)

Environ-

mentally Poor

Better | Moved @ friendly customer Billing Interruptions = Advised

Country deal house = provider service problems in supply to switch | Other
Austria SN % 10% 0% 2% 0% 15%  13%
Belgium  [INB2%00N 2% 14% 5% 7% 0% 5% 16%
Czech -
Republic 2% 0% 10% 0% 0% 17%  10%
Denmark  [NS2000 11% 16% 0% 0% 0% 26% | 16%
Estonia 0% 0% NSO  17% 0% 17% 17% 0%
Germany  [NNBO%MM 5% 9% 2% 1% 0% 5% 19%
Finland  [RNBO00NN 9% 4% 0% 3% 1% 6% 18%
France SoeN 5% 10% 5% 0% 0% 20% | 10%
Hungary (80N 0% 0% 0% 0% 0% 0% | 20%
Ireland BN 1% 4% 0% 1% 0% 7% 6%
Italy U 5% 5% 5% 0% 5% 8%
Luxembourg 0% - 0% 0% 0% 0% 0% -
Netherlands [INAZOORN 4% 5% 5% 4% 1% 14% | 18%
Portugal (BB 0% 0% 0% 9% 9% 9% 18%
Romania 0% 0% 0% NGO 0% 20% 0% | 20%
Slovakia  [INGO%MM 0% 0% 0% 17% 0% 25% | 8%
Slovenia NG 0% 0% 0% 6% 0% 0% | 33%
Spain D% 0% 4% 4% 19% 4% 4% | 23%
sweden  [NBO%M 9% 4% 1% 2% 0% 3% 11%
United -
Kingdom 8% 1% 3% 5% 0% 9% 12%
EU-27 e 5% 5% 8% 4% 2% 10% | 14%

Note: Dark red shading illustrates the most frequently stated reasons for trying to switch and light red shading indicates the second
most frequently stated reason for trying to switch.
Percentages as a share of those who tried to switch within the last 2 years (including those who switched because they moved house)
are based on Q24: ‘What was the main reason for trying to switch you electricity provider?’. It should be noted that, since this question
is not based on the full sample the statistical significance of the results is reduced. The relevant sample size i.e. the number of
respondents who tried to switch supplier is provided in Table 123. We note that the relevant sample is particularly small in Estonia,
Hungary, Luxembourg, Poland and Romania and consists of less than 10 respondents in these cases. Respondents in Latvia, Lithuania,
Greece, Cyprus and Bulgaria were not asked this question as switching is limited in these countries.

EU-27 calculated as a weighted average using 2010 Eurostat population figures as weights.

Source: ECME Consortium analysis of data from general consumer survey

3.4.3 Reasons why consumers do not try to switch supplier

As previously discussed, whether a low switching rate is detrimental to consumers depends on the
reasons why consumers are not switching. Consumer detriment is likely to arise if consumers are
prevented from switching because of difficulties with the switching process. Hence it is important
to identify when this is the case. Consumers may not be interested in switching for three main

reasons:

they may be satisfied with their current supplier;
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m they may not be aware of the opportunity to switch, alternative suppliers or the potential
benefits of switching; or

m they may consider it too difficult or not worthwhile.

The general consumer survey undertaken for this study asked consumers who had not switched
supplier, why they did not try to do so.

Satisfaction with the current supplier

The results show that the low supplier switching rates were partly due to the first reason
mentioned above (Figure 41). Across the EU, 38% of consumers who had not switched supplier
indicated that they had not done so because of they were satisfied with their current provider.

Furthermore, in approximately half of the countries (12 out of 21) consumers most frequently said
that they had not tried to switch because they were satisfied with their current provider. This
suggests that low switching rates to some extent reflects satisfaction with suppliers and
consumers are therefore not interested in other suppliers.

This is well in line with the findings of a recent Flash Eurobarometer survey analysing switching
behaviour over the two years to July 2009 also analysed reasons why consumers do not switch.*
The survey found that in the majority of countries (17 out of 24 with open markets), most
consumers who did not switch reported that this was because they were not interested in
switching (Figure 42).

Lack of awareness and opportunities

The results of the survey undertaken for this study also show that 16% of consumers across the EU
did not try to switch supplier because they had never thought about it, suggesting they may not be
aware of the opportunity to switch supplier or the potential benefits of switching supplier. In
Slovakia, Slovenia, France, Estonia Hungary and Luxembourg more than 25% of consumers did not
try to switch supplier because they had never thought about it.

Low switching rates may also be due to low awareness of the possibility to switch supplier. The
consumer survey shows that generally across the EU this is not the main reason why supplier
switching rates are so low. In particular 5% of EU consumers indicate that they have not switched
supplier because they were unaware of the possibility.

However, in Estonia, Hungary, Poland, Portugal and Slovakia more than 10% of consumers indicate
that they have not tried to switch because they were unaware of the possibility to switch. In some
countries this may reflect real market structural barriers to supplier switching.

It should also be noticed that across the EU, 12% of consumers did not try to switch because there
was no alternative local supplier and this response option was particularly frequent in Estonia,
Romania, Hungary, Portugal and Poland This again illustrates that in some countries the market
structure and the existence of national or regional monopolies may create barriers to switching.

* Flash Eurobarometer survey number 282
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Too difficult and not worthwhile

The survey undertaken for this study also shows that across the EU 12% of consumers who did not
attempt to switch, did not try because they thought that there would be too little to save. In
particular, more than 10% of consumers in Austria, Belgium, the Czech Republic, Denmark, Ireland,
Germany, the United Kingdom, the Netherlands, Finland, Spain and Sweden said that they had not
tried to switch because there was too little to save, and in Finland, 24% of consumers stated this as
the main reason why they had not tried to switch.

This result may reflect that consumers are not aware how much they can potentially save if they
switch supplier.

However, even if consumers are aware how much they can save, it may be perfectly rational for
consumers not to try to switch if the savings are too small given the time and efforts associated
with switching. If the switching process is very complicated and time consuming consumers would
typically require higher savings in order to be willing to go through the switching process.

The survey results suggest that 10% of consumers in the EU did not attempt to switch supplier
because they thought it will be too difficult to compare offers from alternative providers. In
Belgium, Spain Austria, Belgium, Denmark, France, Italy, Spain and Ireland more than 10% of
respondents indicate that this was the reason why they had not tried switching.

Overall this analysis suggests that although consumers mostly do not switch because they are
satisfied with their supplier there are also a significant share of consumers who do not switch
suppliers because they find it too cumbersome or difficult given the potential savings that could be
obtained.

This is well in line with the findings of the Flash Eurobarometer survey which suggested that a non-
negligible share of consumers did not try to switch because they thought it might be too difficult.
Further, in several countries, some of those who did not switch said that they tried to but gave up
(Figure 42).*

These reasons for not switching have more important implications for the state of the switching
process, and suggest that perhaps attention should be given to reasons why the process is not as
easy for consumers as it could be.

* The highest shares giving this reason for not switching were found in Denmark, Germany and the United Kingdom: 6%, 5% and 5%
respectively.
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Figure 41:

Reasons for not switching (percentage of respondents who did not try to switch)
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Note: Based on Q25: ‘What was the main reason for not trying to switch your electricity provider?’.
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based on the full sample the statistical significance of the results is reduced. However, in all countries the relevant sample size is more

than 350 respondents.

EU-27 calculated as a weighted average using 2010 Eurostat population figures as weights.

Source: ECME Consortium analysis of data from general consumer survey
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Figure 42: Reasons for not switching electricity provider (share of those who did not switch)
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Note: The base is the population who did not switch electricity supplier over the two years to July 2009 (this excludes those that
answered “State monopoly/not applicable”). Cyprus, Estonia and Malta excluded as the household market is closed in these countries.

* Tried to switched but you gave up: Greece: 0%, Latvia 0%, Lithuania: 0%, Luxembourg: 0%, Portugal: 0%

** Greece: Did not try because not interested in switching: 2% did not try because thought it might be too difficult: 4%

Source: Flash Eurobarometer 282.

3.5 Have consumers selected the best offer?
Having discussed switching levels, ease of switching and reasons for switching (or not) this section
discusses the impacts of switching and whether consumers have selected the best offer for them.
To do this we analyse:

m the savings achieved by switching tariff with the current supplier;

m potential savings achieved by switching supplier;

m conditions for obtaining cheaper offers;

m the role of unfair selling practices; and
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m consumers’ assessment of whether they are on the cheapest tariff given their
consumption.

3.5.1 Savings from switching tariff with the current provider

One way to assess whether consumers are better off as a result of switching is to look at the
savings achieved from switching tariff within a supplier.

Overall across the EU, 16% of those who had switched tariff with their current supplier said that
they had not had any savings from it and most significantly in Latvia 75% said that his was the case
(Figure 43). In Bulgaria, Greece, Italy, Romania and Spain 25% or more of those who had switched
tariff with their current supplier, also said that they had not saved anything.

Overall 21% of consumers who had switched tariff in the EU indicated that there had been a very
large or fairly large saving and 35% indicated that there had only been a fairly small or very small
saving associated with switching tariff with the current supplier.

In most countries there was approximately equal mixture of large; neither small nor large; and
small savings (around 30% share each for most countries) for consumers.

However, in Latvia 75% of consumers said there was no saving at all from switching, and the other
25% said the savings were very small. On the other hand, 60% of Maltese consumers said the
savings from switching were either very, or fairly large, suggesting that they benefit greatly from
switching suppliers.
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Figure 43: Savings from switching tariff with the same supplier
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Note: Based on Q27b: ‘Would you say the saving made by switching tariff is...”.

Percentage of those who have switched tariff with their current supplier. It should be noted that, since this question is not based on the
full sample the statistical significance of the results is reduced. The relevant sample size i.e. the number of respondents who switched
tariff is provided in Table 123. We note that the relevant sample is particularly small in Bulgaria, Greece, Hungary, Latvia and Malta
where it consists of less than 10 respondents.

EU-27 average calculated as a weighted average using 2010 Eurostat figures as weights.

Source: ECME Consortium analysis of data from general consumer survey
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3.5.2 Savings from switching supplier

Section 2.3.3 in the chapter discussing choice in the market illustrated that it will in many cases be
possible for consumers to find a cheaper offer either from their current supplier or by switching to
an alternative supplier. Furthermore, in some cases there are large potential savings from
switching; particularly in mature liberalised markets where there is a wide variety of choice.

Consistent with the hypothesis that consumers respond to financial incentives to switch supplier,
the analysis of the data from the consumer survey and the mystery shopping exercise also shows
that there is a positive link between supplier switching rates and the average amount that mystery
shoppers found that that they would be able to save when switching (Figure 44).

It should be mentioned that Ireland again appears to be an outlier with a switching rate of 28%. If
Ireland is excluded from the analysis, the relationship between the two variables becomes
stronger.

Figure 44: Supplier switching rate vs. average annual savings from mystery shopping exercise
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Note: Supplier switching rate refers to percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house). The annual savings are estimated by the lower bound presented in Table
10. Cyprus, Estonia and Malta are not included as the household market is closed in these countries. Latvia, Lithuania, Romania,
Bulgaria and Greece are also excluded as switching is limited by the existence of national or regional monopolies. Approximately 50
mystery shopping exercises were undertaken per Member State. The outlier with a 28% switching rate is Ireland.

Source: ECME Consortium analysis of data from general consumer survey and mystery shopping.

3.5.3 Conditions involved with switching

Any assessment of the savings associated with switching supplier or tariff depend on the
conditions under which these savings can be achieved. For example, whether the tariff is a first
subscription offer, whether switching implies a commitment to other services and whether
switching imply a minimum period of confidence.
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Subscription offers

In some cases, savings associated with switching can only be obtained for a limited period of time
as a subscription offer, and the savings may, in the long run, be smaller than the initial savings.
According to the mystery shopping exercise:

[ ] First subscription offers in case of supplier switching were relatively common in Austria,
Germany, Portugal and Spain where more than 50% of mystery shoppers where given a
special first subscription offer (Table 14).

[ ] Notably, no mystery shoppers in Luxembourg and Poland were offered a special
subscription discount

| In contrast, 74% of mystery shoppers in Germany were offered a first subscription deal.
This may explain why German mystery shoppers on average reported much higher
potential savings associated with supplier switching than any mystery shoppers in any
other country. However, after an initial subscription period it is possible that the tariff
would increase by so much that the savings from switching would disappear.

Commitment to other services

Any assessment of whether consumers are better off from switching is also complicated by the
fact that consumers may be required to commit to other services in order to obtain the offer.
While the electricity may be provided at a low cost, it may not necessarily be in the interests of
consumers to commit to other services. In general the evaluation of the offer will very much
depend on the individual circumstances for that individual.

The mystery shopping exercise shows that switching very rarely implies a commitment to other
services. However, in Denmark, the Netherlands and the United Kingdom mystery shoppers
relatively often reported that switching implied commitment to other services (22%, 33% and 25%,
respectively).®

Minimum commitment period

A third aspect that complicates an assessment of the saving associated with switching is whether
consumers are required to commit to the new supplier for some minimum period of time. While
suppliers may be willing to offer a cheaper tariff to consumers who commit themselves to them
for a specified period of time, new and better offers may become available during the
commitment period and consumers will then not be able to benefit from such offers.

Consumers are, in fact, sometimes required to commit to their supplier for a minimum period to
get cheaper offers; this is illustrated by the results of the mystery shopping exercise.

u In Belgium and Denmark 73% and 76% of mystery shoppers, respectively, reported that
switching requires commitment to the supplier for a minimum duration.

[ ] The same applies for between 56% and 64% of mystery shoppers in Finland, Germany, the
Netherlands, Sweden and the United Kingdom.

“® No information is available on the additional services that consumers would have had to buy.
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[ | In contrast, no mystery shoppers in Portugal reported a minimum period of commitment
to the new supplier.

On average, consumers have to commit for 1 year if there are required to commit themselves to
the supplier for a fixed period. The average commitment period ranges from approximately 1
month in Luxembourg to 2 years in the Czech Republic.

Table 14: Terms involved with switching to cheaper offers

Contract Switching Minimum period of
terms and implies a commitment’ (years)
conditions Switching minimum

Offered a sent/found implies period of
special first together commitment commitment
subscription with the to other to the new Standard

Country discount offer services supplier Average deviation
Austria 56% 62% 4% 42% 1.29 0.63
Belgium 33% 57% 8% 73% 1.15 0.46
Czech Republic 35% 76% 6% 19% 2.00 0.50
Denmark 16% 56% 22% 76% 0.34 0.20
Finland 13% 43% 4% 56% 1.63 0.55
France 39% 71% 8% 18% 0.90 0.53
Germany 74% 74% 0% 56% 0.88 0.30
Hungary’ n.a. n.a. n.a. n.a. n.a. n.a.
Ireland 31% 58% 6% 33% 0.68 0.67
Italy 28% 67% 8% 28% 1.23 0.54
Luxembourg 0% 85% 0% 6% 0.08 0.00
Netherlands 33% 43% 33% 57% 1.28 0.84
Poland 0% 39% 0% 14% 1.14 0.38
Portugal 59% 44% 0% 0% n.a. n.a.
Slovakia 27% 53% 0% 32% 0.93 0.55
Slovenia 2% 69% 0% 13% 0.81 0.67
Spain 50% 0% 2% 25% 0.96 0.14
Sweden 15% 48% 2% 60% 0.97 0.73
United Kingdom 17% 70% 25% 64% 1.00 0.30
EU-27 37% 57% 8% 38% 1.04

Note: “Estimates only based on those who said that there was a minimum period of commitment.

> No cheaper offer was found by mystery shoppers in Hungary. Mystery shopping exercise 1 was not carried out in Bulgaria, Cyprus,
Estonia, Greece, Latvia, Lithuania, Malta and Romania.

EU-27 average calculated as a weighted average using 2010 Eurostat figures as weights.

Source: ECME Consortium analysis of data from mystery shopping exercise 1.

3.5.4 Savings and the use of unfair selling practices
Problems related to unfair selling practices

The results of the consumer survey undertaken for this study suggest that consumers who switch
supplier often do so in order to get a cheaper offer. Furthermore, as illustrated above switching
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rates tend to be higher in countries where the estimated average savings are large than in
countries where the estimated average annual savings are relatively minor.

Consumers wishing to switch tariff or supplier may do so on their own initiative or in response to
advertising or other selling practices implemented by suppliers. However, consumers who fall
victims of misleading advertisement or unfair commercial practices, may not be able to objectively
choose the tariff/supplier that best matches their preferences. This may in part explain why
consumers do not necessarily obtain a better tariff when they switch.

Research undertaken by Ofgem, the energy regulator in the United Kingdom, suggests that more
than half of switching activity in the energy sector in 2008 took place in response to direct sales
activity and in 82% of these cases the supplier that approached them said that they were cheaper
than their existing supplier.”’

Ofgem’s research also shows that approximately one-in-three of consumers who switched energy
supplier in the United Kingdom considered deals offered by several suppliers. However, when a
doorstep salesperson was involved only 15% considered deals from other suppliers than the
supplier they eventually switched to.

Furthermore, almost half of energy consumers who switched as a result of a direct sales approach
did not achieve a price reduction according to the Ofgem study.

Regulation to prevent unfair selling practices

The Unfair Commercial Practices Directive®® provides common minimum standards for protection
against unfair, misleading and aggressive commercial practices in the context of business to
consumer trade, and, among other things, it bans misleading advertising and specifies that
advertisements may not include false or deceptive information.

At least a few Member States have adopted additional regulation within the energy and/or
electricity laws.

[ ] For example, in Austria, any material addressed to consumers must be transparent and
‘consumer friendly’. If the material includes prices, then commodity, transport costs and
taxes must be shown separately.

[ | Similar requirements are applicable to suppliers in the United Kingdom according to the
Standard Conditions of the electricity supply licence.

[ ] In Ireland guidelines require suppliers to put in place codes of practice and customer
charters guaranteeing a minimum level of service. One of these codes covers marketing
and requires suppliers to protect customers against unwanted, unfair or misleading
marketing methods.

*” Ofgem (2008), ‘Energy Supply Probe — Initial Findings Report’.

“® Directive 2005/29/EC of the European Parliament and of the Council of 11 May 2005 concerning unfair business-to-consumer
commercial practices in the internal market. The full text of the Directive is available from the following link: http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32005L0029:EN:NOT
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[ | In the Netherlands, the regulator has drawn up a code of conduct relating to telephone
canvassing which has been signed by almost all energy suppliers in the market, with
parties that have not signed the code being monitored closely.

3.5.5 Consumer views on their tariff

Interestingly, very few consumers are convinced that they are on the cheapest tariff given their
consumption; the largest share of consumers who think so is in Slovenia (47%) and the fewest
consumers who think they are on the cheapest tariff are found in Latvia (9%).

On average in EU-27, 27% of consumers think that they are on the cheapest tariff given their
electricity consumption. Thirty-two percent do not think that they are on the cheapest tariff and
forty-one percent of consumers across the EU do not know if they are on the cheapest tariff.

It is also worth noting that in Hungary, Slovakia, the Czech Republic and Poland less than 50% of
consumers know whether they are on the cheapest tariff, and in Latvia and Malta the majority of
respondents do not think they are on the cheapest tariff given their consumption.

Figure 45: Percentage who say that they are on the cheapest tariff given their consumption
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Note: Based on Q14.9: Percentage of consumers who said ‘yes’, ‘no’ and ‘don’t know’ to the question ‘I am on the cheapest tariff in the
market given my usage’. EU-27 average calculated as a weighted average using 2010 Eurostat figures as weights.
Source: ECME Consortium analysis of data from general consumer survey

There is some indication that consumers in Member States with high switching rates are more
confident that they are on the cheapest tariff. However, interestingly, the relationship appears
stronger for the share of consumers who have switched tariff with the same supplier within the
last 2 years (Figure 46) than for the supplier switching rate over the same period (Figure 47). This
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may be due to the added complexity of comparing offers between different suppliers which may
make consumers less certain that they made the right choice.

It should also be noted that the cheapest option may not always be the best option from the
consumer’s perspective. For example, in case of green energy there may be a premium for green
energy that consumers are willing to pay for environmental reasons.

Figure 46: Share of consumers who have switched tariff with the same supplier vs. share of

consumers who think they are on the cheapest tariff
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Note: Share of consumers who have switched tariff with the same supplier refers to tariff switches within the last 2 years from mid
2010.
Source: ECME Consortium analysis of data from general consumer survey

Figure 47: Supplier switching rate vs. share of consumers who think they are on the cheapest

tariff
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Note: Supplier switching rate refers to percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house). Cyprus, Estonia and Malta are not included as the household market is
closed in these countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of
national or regional monopolies. The outlier with a 28% switching rate is Ireland.

Source: ECME Consortium analysis of data from general consumer survey.
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Consumers also generally do not feel that the prices offered by their supplier are very competitive
compared to the prices of other suppliers (Figure 48).

On a scale from 0 to 10, where 10 corresponds to total agreement with the statement ‘My supplier
offers competitive prices compared to other suppliers’:

[ ] Consumers in Portugal provide the lowest average rating of 3.6.

[ ] Consumers in Poland, Spain, Romania and the Czech Republic also provide average ratings
below 5.

[ ] In contrast, consumers in Finland are most confident that their supplier offers competitive

prices with an average rating of 7.6 on the 10-point scale.

This again suggests that consumers are not very confident that they have chosen the supplier
which can offer them the best deal, and there is a clear positive correlation between the extent to
which, on average, consumers think that prices are competitive and the share of consumers who
think they have the best tariff given their consumption level.

Figure 48: Extent to which consumers feel that their current supplier offers competitive prices
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Note: Based on Q12.2: Agreement with statement: ‘(Name of supplier) offers competitive prices (compared to other providers)’. EU-27
average calculated as a weighted average using 2010 Eurostat figures as weights.
Source: ECME Consortium analysis of data from general consumer survey
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Figure 49: Share of consumers who think they are on the cheapest tariff vs. average rating of

extent to which consumers think that prices are competitive
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Note: The extent to which consumers think that prices are competitive is rated on a scale from 1 to 10, where 10 represents very
competitive prices.
Source: ECME Consortium analysis of data from general consumer survey

3.6 Barriers to switching

This section discusses potential barriers to switching including:

m Limited access to alternative suppliers or tariffs.
m Legal and contractual barriers:
o Regulated tariffs and irreversibility of switching;
o Absence of consumer right to cancel an existing contract;
o Ability of former suppliers to hinder the switching process.
m Lack of information or access to information about:
o alternative suppliers;
o prices and tariffs;
o contract termination policies and switching procedures.
m  Complicated and inefficient switching procedures:
o Lack of a standardised switching procedure;
o Consumers must contact many different parties in order to change supplier;
o Length of time required to complete the switching process;
o Inefficient communication between suppliers and DSOs;

Similar arguments may apply to tariff switching with the same supplier although possibly on a
smaller scale. In this sub-section, we consider each of these barriers in turn drawing both on
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results from the consumer survey undertaken for this study and from the stakeholder survey®
undertaken for an ERGEG (2008) study.

3.6.1 Limited access to alternatives

Clearly, the availability of alternative suppliers and tariffs is a prerequisite for switching, but once
the choice level is above some threshold level it may not necessarily be the case that more
alternatives lead to more switching. Nevertheless, it is expected that switching rates are higher in
Member States where many tariffs and suppliers are available.

Below we consider the evidence first in relation to tariff switching with the same supplier and then
in relation to supplier switching.

Tariff switching

This conclusion is borne out by the empirical evidence. Consumers generally are more active in
terms of switching tariffs with their current supplier in Member States where suppliers on average
offer a high number of tariffs (Figure 50), and in Member States where consumers are satisfied
with the choice of alternative tariffs offered by their supplier (Figure 51). This suggests that a
limited choice of alternative tariffs may hinder tariff switching. However, it should be noted, that
this variable does not explain much of the variation on switching rates.

Figure 50: Tariff switching with same supplier vs. average number of tariffs offered by suppliers
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Note: The average number of tariffs offered by suppliers is calculated as the average number of tariffs available per consumption level
and power intensity considered in the price collection exercise.
Source: ECME Consortium analysis of data from general consumer survey and price collection

* The survey was completed by authorities in 20 Member States. The Member States that did not provide a response were Bulgaria,
Cyprus, Hungary, Latvia, Malta and the Netherlands. The household markets are currently closed in Cyprus and Malta which implies
that no switching is currently possible.
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Figure 51: Tariff switching with same supplier vs. satisfaction with choice of tariffs from current

supplier
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Note: Satisfaction with the choice of tariffs is measured on a scale from 1 to 10, where 10 indicates that consumers think that there is a
sufficient choice of tariffs.
Source: ECME Consortium analysis of data from general consumer survey

Supplier switching

Similarly, when retail electricity markets are highly concentrated, it implies that consumers have a
limited choice of suppliers. This may result in lower supplier switching rates. Figure 52 shows that
there is indeed a negative link between the Herfindahl index which is a measure of market
concentration and the supplier switching rate.

The Herfindahl index may, however, not be a good measure of the availability of alternative
suppliers in markets where many suppliers are regional suppliers. Instead data from the mystery
shopping exercises have been used as measures of the availability of alternative suppliers.

These data generally lead to similar conclusions:

m In particular there is a positive link between the supplier switching rate in a Member
State, the average number of alternative suppliers found by mystery shoppers on the
internet (Figure 53), and the average number of offers received by mystery shoppers
searching for a cheaper tariff (Figure 54). This suggests that consumers are more active in
terms of switching suppliers when they have relatively more alternatives and hence
supplier switching, in some countries, may be limited by lack of a sufficient number of
alternative suppliers.

m Furthermore, the analysis of the survey results shows that there is a strong positive link
between supplier switching and consumer satisfaction with the number of alternative
suppliers (Figure 55).
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Figure 52: Supplier switching rate vs. Herfindahl index ‘
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2010 but excluding those
who switched because they moved house. Cyprus, Estonia and Malta are not included as the household market is closed in these
countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of monopolies or
regional monopolies. The Herfindahl index is calculated based on the consumer survey. The data point with switching rate 28% is
Ireland.

Source: ECME Consortium analysis of data from consumer survey

Figure 53: Supplier switching rate vs. average number of alternative suppliers
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2010 but excluding those
who switched because they moved house. Cyprus, Estonia and Malta are not included as the household market is closed in these
countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of national or
regional monopolies. The Herfindahl index is calculated based on the market shares from the consumer survey. The data point with
switching rate at 28% is Ireland.

Source: ECME Consortium analysis of data from consumer survey and mystery shopping exercises
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Figure 54: Supplier switching rate vs. average number of offers recived
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2010 but excluding those
who switched because they moved house. Cyprus, Estonia and Malta are not included as the household market is closed in these
countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of national or
regional monopolies. The Herfindahl index is calculated based on the consumer survey. The data point with switching rate 28% is
Ireland.

Source: ECME Consortium analysis of data from consumer survey and mystery shopping exercises

Figure 55: Supplier switching rate vs. satisfaction with choice of suppliers
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Note: Satisfaction with the choice of tariffs is measured on a scale from 1 to 10, where 10 indicates that consumers think that there is a
sufficient choice of alternative suppliers. Switching rate refers to the percentage of households that switched provider in the two years
to July 2010, but excluding those who switched because they moved house. Cyprus, Estonia and Malta are not included as the
household market is closed in these countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited
by the existence of national or regional monopolies. The Herfindahl index is calculated based on the consumer survey. The data point
with switching rate at 28% is Ireland.

Source: ECME Consortium analysis of data from consumer survey

3.6.2 Legal and contractual barriers

As discussed in section 3.1 there may be switching barriers related to contract terms and
regulation of the retail electricity market. This sub-section explores the extent to which this seems

ECME Consortium
110 The functioning of retail electricity markets for consumers in the European Union



3 | Customer mobility

to be the case in further detail. In particular, the analysis focuses on the effects of regulation on
tariffs, irreversibility of switching, and the ability of suppliers to prevent switching.

Regulated tariffs and irreversibility of switching

A possible factor affecting the switching rate is whether prices are regulated. A recent ERGEG
report suggested that regulated prices are perhaps the main factor preventing switching, as
regulated prices are often set below market prices, so consumers do not have a financial incentive
to switch.” In particular, in Hungary, Lithuania, Romania, and Slovakia, regulated prices are below
the competitive prices, and in Denmark, Portugal and Spain, regulated prices are at a similar level
as competitive prices.”

Furthermore, according to the ERGEG (2008) report, in Romania consumers are reluctant to switch
away from the incumbent supplier because of the irreversibility of leaving the regulated tariffs and
entering the competitive market.>

Price regulation and irreversibility of switching might thus affect both supplier switching, and
switching to different tariffs with the same supplier. We consider the evidence in turn.

Tariff switching

On average, a larger share of consumers switch tariff with their current supplier in Member States
without price regulation than in Member States with price regulation. The average share of
consumers who have switched tariff in countries with price regulation is 4%, while it is 9% in
countries without price regulation (Figure 56).

However, the relationship is not very strong, and a larger share of consumers have switched tariff
in the last 2 years in France, Estonia, Denmark, Romania, Italy and Portugal, which are countries
with regulated prices, as compared to consumers in Slovenia, Austria and the Czech Republic
which are countries without price regulation. Therefore, the irreversibility of switching from
regulated tariffs in Romania may not necessarily be a significant barrier to switching.

It is also not the case that tariff switching rates are extraordinarily low in Hungary, Lithuania,
Romania and Slovakia where regulated prices are below competitive prices.

*° ERGEG (2008), “Obstacles to supplier switching in the electricity retail market Guidelines of Good Practice and Status Review 10 April
2008".

*! According to the ERGEG report “Status Review of End-User Price Regulation as of 1 July 2008” (2009).

*2 This was also mentioned for France in ERGEG (2008). However, consumers in France have recently gained the right to switch back.

ECME Consortium
The functioning of retail electricity markets for consumers in the European Union 111



3 | Customer mobility

Figure 56: Tariff switching with same supplier vs. price regulation
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Note: Supplier switching rate refers to percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house).
Source: ECME Consortium analysis of data from consumer survey

Switching suppliers

The average supplier switching rate in countries without regulated prices is 8% (percentage of
households that switched supplier in the two years to mid 2010), compared to an average of 5% in
countries with regulated prices (Figure 57).>

However, there are significant differences between countries within these two groups. For
example, Ireland, where there are regulated prices, has the highest switching rate of all. In this
case, it is likely that this is because the regulated price of the incumbent is sufficiently high. If
Ireland is excluded from the analysis, the average for countries with regulated prices is 2%.

It is important to consider why there are low switching rates in a number of markets where prices
are regulated. Several markets with regulated prices were only liberalised recently, and there is
likely to be some lag between market opening and switching taking off (partly because it takes
time for new suppliers to enter the liberalised market and for consumers to become familiar with
the functioning of the liberalised market).

> These averages exclude Cyprus, Estonia and Malta, as the household retail market is closed in these countries. Latvia, Lithuania,
Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of national or regional monopolies.
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Figure 57: Supplier switching rates vs. price regulation
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2010 but excluding those
who switched because they moved house. Cyprus, Estonia and Malta are not included as the household market is closed in these
countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of national or
regional monopolies.

Source: ECME Consortium analysis of data from consumer survey

Ability of former suppliers to hinder the switching process

In some circumstances incumbent suppliers may be able to object to a switch to a new supplier
and this may reduce switching rates. An ERGEG survey of regulators from 2007 shows that, in over
half of countries that responded to the relevant question in the survey, the incumbent supplier
had a right to object to the implementation of a supplier switch.>* It should be noted that the data
refer to the situation in 2007 and there may have been changes to regulation in the area since.
Therefore, in order to ensure comparability we use the switching rate based on Flash
Eurobarometer 282 which is equivalent to the share of consumers who switched supplier in the
period between July 2007 and July 2009

In countries where the former supplier could not object to the implementation of the supplier
switch, the average switching rate is 9%, compared to 7.5% where the former supplier can
object.”

> ERGEG (2008), “Obstacles to supplier switching in the electricity retail market Guidelines of Good Practice and Status Review 10 April
2008". The survey of regulators was issued in June 2007.

> These averages are lower as there is no information on cancelation for the United Kingdom so the United Kingdom is not included in
the averages. Estonia is not included in the averages as the household market segment is currently closed and we have no reliable
information on the scope for switching suppliers.
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Table 15: Incumbent supplier’s ability to object to the implementation of a supplier switch

Former supplier had ability to object: Number of countries’ = Mean switching rate’
No 8 9.0%
Yes (total) 10 7.5%
Yes - no caveat 4 3.5%
Yes - If the customer already has a valid 2 19.5%
fixed-time contract
Yes - in case of customer debt to the former 1 2.0%
supplier
Yes - in case of customer debt to the former 1 0.0%

supplier, if it is a last resort supplier

Yes - in case of error or customer debt to the 1 4.0%
former supplier

Yes - in case of error 1 16.0%

Note: “Out of 18 Member States with open household retail markets that replied to the relevant question in the ERGEG survey. =
Switching rate refers to the percentage of households that switched provider in the two years to July 2009 and is based on Flash
Eurobarometer number 282.

Source: ECME Consortium analysis of data from ERGEG (2008) and Flash Eurobarometer 282.

The results of the survey undertaken for this study indicate that very few people in practice have
been threatened by their incumbent supplier to be prevented from switching (Figure 58). The
estimates of the share of consumers who have been threatened to be prevented from switching,
range from 0% of consumers in Austria to 2.6% of consumers in Malta (where switching is not
possible).

These data suggest that being prevented from switching supplier by the incumbent supplier does
not constitute a significant barrier to switching. This conclusion is also supported by the fact that
the relationship between the share of consumers who have been threatened to be prevented
from switching and the supplier switching rate is very weak and non-negative (Figure 59).
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Figure 58: Percentage who have been treatened by supplier to be prevented from switching
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Note: Based on Q14.7: My provider threatened to prevent me from switching to another provider. EU-27 calculated as a weighted
average using 2010 Eurostat population figures as weights.
Source: ECME Consortium analysis of data from general consumer survey.

Figure 59: Switching rate vs. share of consumers who have been threatened to be prevented

from swtiching supplier
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Note: Supplier switching rate refers to percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house). Cyprus, Estonia and Malta are not included as the household market is
closed in these countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of
national or regional monopolies.

Source: ECME Consortium analysis of data from general consumer survey.
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3.6.3 Lack of information or access to information

To enable consumers to make decisions about switching, it is not only important that there are
alternative suppliers and tariffs but that consumers also have the contractual rights to switch. It is
also important that consumers are aware of the alternatives and how they can switch to an
alternative supplier. This subsection analyses the relationship between switching rates and
awareness and access to information.

Alternative suppliers

It is expected that easier access to information for about alternative suppliers will be associated
with higher levels of supplier switching.>® Information about alternative suppliers would generally
either be sought by consumers from different suppliers or be provided by third-party organisations
such as regulators, other public bodies or independent bodies. For example, many regulators in
the EU-27 provide a price comparison tool which allows consumers to compare offers from
different suppliers. In addition, regulators often provide names and contact details for suppliers.

The survey results show a clear positive association between the share of consumers who can
name an alternative supplier they can switch to and the supplier switching rate. One could argue
that this result does not lead to the conclusion that higher awareness of alternative suppliers lead
to higher supplier switching rates because the causality may be the other way around, i.e.
consumers who have switched are more likely to be able to name a supplier because they have
switched. However, the relationship holds even if the share of consumers who can name
alternative suppliers is calculated based only on the sub-sample of consumers who have not
switched supplier in the last 2 years.”’

Price comparison sites may be an important source of information for consumers when switching
electricity supplier. Analysis of the data collected for this study shows that there is a slight
tendency for switching rates to be higher in Member States where a large share of mystery
shoppers found a price comparison tool online (Figure 61). This suggests that the existence of price
comparison tools may increase supplier switching rates.

%8 A similar argument could be made with respect to access to information about alternative tariffs and tariff switching rates. However,
this is not borne out by the empirical evidence.

*” In fact, the correlation between the two estimates of the share of consumers who can name an alternative supplier is 0.9996 which is
equivalent to almost perfect correlation.
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Figure 60: Supplier switching rate vs. share of consumers who can name an alternative supplier
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Note: Supplier switching rate refers to percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house). Cyprus, Estonia and Malta are not included as the household market is
closed in these countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of
national or regional monopolies. The outlier with 28% a switching rate is Ireland.

Source: ECME Consortium analysis of data from general consumer survey.

Figure 61: Supplier switching rate vs. share of mystery shoppers who found a price comparison

tool
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Note: Supplier switching rate refers to percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house). Cyprus, Estonia and Malta are not included as the household market is
closed in these countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of
national or regional monopolies. The outlier with 28% a switching rate is Ireland.

Source: ECME Consortium analysis of data from general consumer survey and mystery shopping exercises.

Switching procedures and conditions

Another important area of information for consumers is information on the switching process.
Consumers can try to obtain this information from suppliers or from other bodies. Information
collected in the general consumer survey undertaken for this study, and the mystery shopping
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exercises, provide evidence in relation to awareness of switching conditions and access to
information about switching conditions from suppliers. In addition, this section considers evidence
from the ERGEG (2008) report in relation to information about switching procedures provided by
other organisations.

Information about switching procedures from suppliers

One source of information about switching procedures and conditions are the contracts between
suppliers and consumers. The evidence shows that there is a positive link between awareness of
the advance period that consumers must give when terminating their contact and switching rates.
In particular, there is a positive correlation between the share of consumers who know the
advance notice period of their contract and the share of consumers who have switched tariff with
the same supplier or switched supplier within the last 2 years (Figure 62 and Figure 63,
respectively).

Figure 62: Share who have switched tariff with the same supplier vs. share of consumers who

know the advance notice period of their contract
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Note: Share of consumers who have switched tariff with the same supplier refers to tariff switches within the last 2 years from mid
2010.
Source: ECME Consortium analysis of data from general consumer survey.
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Figure 63: Supplier switching rate vs. share of consumers who know the advance notice period

of their contract
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Note: Supplier switching rate refers to the percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house). Cyprus, Estonia and Malta are not included as the household market is
closed in these countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of
national or regional monopolies. Approximately 50 mystery shopping exercises were undertaken per Member State. The outlier with a
switching rate at 28% is Ireland.

Source: ECME Consortium analysis of data from general consumer survey.

Consumers who require clarification about switching procedures can contact their supplier.
Mystery shoppers were asked to contact their supplier to get clarification for a number of
questions related to supplier switching and record the time it took for them to get the appropriate
answers.

In most cases, mystery shoppers received a clear answer regarding the termination policy (overall
76%) but this was less frequently the case in Hungary, where only 38% received a clear answer
Table 16).

Generally, the answer was consistent with the general terms and conditions of the contract and
there is some evidence that supplier switching rates are higher in Member States where
consumers are able to obtain a clear answer about the termination policy (Figure 64).
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Table 16: Termination policy ‘

Received a clear answer on Answer was consistent with general terms and
Country termination policy conditions of the contract
Austria 88% 96%
Belgium 76% 74%
Czech Republic 84% 90%
Denmark 80% 78%
Finland 80% 86%
France 76% 82%
Germany 74% 76%
Hungary 38% 54%
Ireland 94% 94%
Italy 78% 76%
Luxembourg 96% 94%
Netherlands 80% 68%
Poland 64% 74%
Portugal 62% 65%
Slovakia 72% 82%
Slovenia 84% 80%
Spain 66% 84%
Sweden 86% 94%
United Kingdom 91% 89%
EU-27 76% 80%

Note: Approximately 50 mystery shopping exercises were undertaken per Member State. EU-27 average calculated as a weighted
average using 2010 Eurostat figures as weights. This mystery shopping exercise was not undertaken in Estonia, Latvia, Lithuania,
Bulgaria, Cyprus, Greece, and Romania.

Source: ECME Consortium analysis of data from mystery shopping exercises.

Figure 64: Supplier switching rate vs. share of mystery shoppers who received a clear answer

to questions about termination policy
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Note: Supplier switching rate refers to percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house). Cyprus, Estonia and Malta are not included as the household market is
closed in these countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of
national or regional monopolies. The outlier with a 28% switching rate is Ireland.

Source: ECME Consortium analysis of data from general consumer survey.
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Getting information about switching procedures from regulators and other bodies

Every Member State that responded to the ERGEG survey of regulators from 2007 said that
information on the steps consumers need to take to change supplier is available on the website of
the regulator or another authority, and, in most cases, this information is also provided by some
other organisation (such as consumers organisations). Furthermore, in the majority of cases, this
information is provided by suppliers and also often by the distributor (Table 17).

In each case, the average switching rate for the period from July 2007 to July 2009 is higher among
countries where this information is provided by the different organisations relative to countries
where it is not. Note that the switching rate from Flash Eurobarometer 282 is used to ensure at
least some overlap between the period that the switching rate refers to and the time of the data
collection for the ERGEG survey.

Table 17: Where customers can find information about what steps they need to take in

order to change supplier

Source of information Information Number of Average switching
provided by source countries’ rate
Website of national authority® No 0 n.a.
Yes 18 9.9%
Other independent No 5 4.2%
organisation3
Yes 11 13.1%
Suppliers’ No 1 2.0%
Yes 14 11.6%
DSO’ No 7 5.9%
Yes 9 13.8%

Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2009. " Out of 19 Member
States with open household retail markets that replied to the ERGEG survey. z Regulator or other relevant national authority (e.g.
government) — one missing observation. * Information made available by consumers, energy, environmental organisations or private
players (e.g. websites) — three missing observations. * Four missing observations. ° Three missing observations.

Source: ERGEG (2008) and Flash Eurobarometer 282.

3.6.4 Complicated and costly switching procedures

Complicated and costly switching procedures may also serve as a barrier to switching. Generally
consumers would be expected to benefit from switching tariff and/or supplier if the gains
associated with the switch are higher than the costs associated with switching. However,
complicated and costly procedures and processes would generally be expected to make switching
less attractive to the individual consumer.

It should be mentioned that the Unfair Commercial Practices Directive prohibits any administrative
(non-contractual) barriers imposed by suppliers where a consumer wishes to exercise rights under
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the contract, including rights to terminate a contract or to switch to another tariff or supplier®.
This effectively means that suppliers cannot legally complicate switching procedures excessively.

In this subsection we consider the effects on supplier switching rates of:

Contract termination fees.
Number of parties that must be contacted.

Duration of switching process.

Communication between DSO and supplier.

The results illustrate that supplier switching may be facilitated by improved switching procedures.
In particular, the univariate analysis illustrates that switching rates are generally higher in Member
States where

the switching process is relatively short; and

where communication between DSOs and suppliers is efficient.
Contract termination fee

Mystery shoppers were asked to find out whether a termination fee would be involved for them
when terminating their contract.

[ ] In Hungary, Slovakia, Slovenia and Spain there was no termination fee involved for any
mystery shoppers.

[ ] In Austria, France, Germany, the Czech Republic, Luxembourg, and Portugal less than 5%
of mystery shoppers reported that there would be a termination fee involved if they
wanted to terminate their contract.

] In comparison in Belgium, the Netherlands, Sweden and the United Kingdom, a
termination fee was involved in 25-50% of the cases.

There was large variation in the magnitude of the termination fee, ranging from €0 in Poland to
€120 in Germany. This may be partly due to the fact that there are relatively few observations for
each Member State which can be used to calculate the average.

Furthermore, the application of termination fees may depend on the specific contact type and
therefore, due to the small sample size in the mystery shopping exercise, the results may not be
representative for the country as a whole. Therefore, care should be taken when interpreting the
results. This might also explain why, contrary to what would be expected, there appears to be a
weak positive link between the share of mystery shoppers who report that a termination fee
applies and the supplier switching rate.>

*® The use of administrative barriers to switching is a factor which should be included in an assessment of whether companies used
unfair commercial practices according to Article 9 or the Unfair Commercial Practices Directive.

% Using the supplier switching rate from the survey undertaken for this study the correlation is 0.344. The switching rate refers to the
percentage of consumers who have switched in the 2 years until mid 2010 excluding those who switched because they moved
house.
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Table 18: Termination fee

A termination fee was Size of termination fee'
Country involved Mean (in €) Standard Deviation
Austria 4% 24 0
Belgium 50% 99.08 119.08
Czech Republic 4% : :
Denmark 6% 65.98 1.94
Finland 14% 23.41 52.35
France 4% 15 0
Germany 2% 120
Hungary 0% : :
Ireland 10% 77.74 37.56
Italy 14% 14.93 7.68
Luxembourg 2% 95
Netherlands 44% 82.21 71.57
Poland 12% 0 0
Portugal 2%
Slovakia 0% n.a. n.a.
Slovenia 0% n.a. n.a.
Spain 0% n.a. n.a.
Sweden 32% 34.47 26.54
United Kingdom 26% 30.78 21.99
Eu-27 11% 47.39 75.30

Note:™ Calculated only based on responses from those who said that a termination fee was involved. Approximately 50 mystery
shopping exercises were undertaken per Member State. EU-27 average calculated as a weighted average using 2010 Eurostat figures as
weights. This mystery shopping exercise was not undertaken in Estonia, Latvia, Lithuania, Bulgaria, Cyprus, Greece, and Romania.
Source: ECME Consortium analysis of data from mystery shopping exercises.

Number of parties consumers must contact

Consumers may also be less willing to switch contract if the process is very cumbersome and this
may be a deterrent if they are required to contact many different parties in order to switch.
According the 2007 ERGEG survey, in most countries consumers only needed to contact the new
supplier. However, in several cases consumers also need to contact the former supplier and/or the
DSO.%

Comparing this information with the switching rates for the period between July 2007 and July
2009, switching rates are higher in countries where fewer parties need to be contacted by the
consumer (Figure 65). For countries where consumers only need to contact the new supplier the
average switching rate is 12%, whereas for countries where consumers need to contact the new
supplier and at least one other party (the former supplier and/or the DSO) the average switching
rate is 4%.

% For the Czech Republic, Luxembourg, Slovakia and Slovenia, the information on the number of parties that consumers must contact in
order to switch is taken from the country fiches in Annex A. This information has also been added for the Netherlands from the
country fiche.
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However, most countries where consumers need to contact more than one party are Eastern
European countries where the market has only recently been opened. In Ireland, where both the
new supplier and the DSO must be contacted, the switching rate is notably higher than in several
countries where only the new supplier needs to be contacted.

Figure 65: Percentage of households who switched electricity provider between July 2007

and July 2009: parties consumers had to contact in order to switch in 2007
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2009 from Flash
Eurobarometer 282. Cyprus, Estonia and Malta are not included as the household market is closed in these countries. For the
Netherlands, information on the number parties is taken from the desk research.

Source: ERGEG (2008), Flash Eurobarometer 282 and country fiches in annex A

Duration of switching procedure

Another barrier to switching is the length of time required to switch suppliers. A long switching
process may put consumers off from switching because it creates uncertainty about whether the
switch will be a success and whether the new deal will still be the best once the switch is
complete.

A comparison of information collected through the 2007 ERGEG survey with switching rates in
different countries between July 2007 and July 2009 suggests there might be a link between
shorter switching processes and higher switching rates. Countries where the process typically took
less than a month had higher switching rates on average (Table 19). However, there is a significant
outlier (Belgium), which had one of the most time-consuming switching processes (2 months),
whilst at the same time the fourth highest switching rate (17%).
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Table 19: Typical duration of the switching process in 2007 vs. supplier switching rate for

the period from July 2007 to July 2009

Duration Number of countries’ Mean switching rate
less than 1 month 5 16.6%
1 month 1 0.0%
1 -2 months 11 7.1%
2 months 1 17.0%
more than 2 months 1 2.0%

Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2009 from Flash
Eurobarometer 282. “ Out of 19 Member States with open household retail markets that replied to the ERGEG survey.

Source: ERGEG (2008) and Flash Eurobarometer 282.

Furthermore, an analysis of the results from the data collected as part of the mystery shopping
exercises show that supplier switching rates tend to be lower in countries where, on average, it
took mystery shoppers a relatively long time to obtain a cheaper offer (Figure 66). However, the
correlation is not significant in a statistical sense.

Figure 66: Supplier switching rate vs. average time taken by mystery shoppers to get a cheaper
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Note: Supplier switching rate refers to percentage of consumers who have switched supplier within the last 2 years from mid 2010
(excluding those who switched because they moved house). Cyprus, Estonia and Malta are not included as the household market is
closed in these countries. Latvia, Lithuania, Romania, Bulgaria and Greece are also excluded as switching is limited by the existence of
national or regional monopolies. The outlier with a 28% switching rate is Ireland.

Source: ECME Consortium analysis of data from general consumer survey.

Communication between suppliers and the DSO

In order for the switching process to work quickly, the transfer of information between suppliers
and DSOs must be efficient. The ERGEG (2008) report highlights the case of the United Kingdom
where an automatic process is vital for processing the large number of switches that take place
every month.

A factor that is essential for ensuring efficient transfer of information is the use of a single
harmonised data format by suppliers and the DSO. According to the 2007 ERGEG survey, in 10
countries there is a legally binding data format used throughout the market.
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A comparison of results of the ERGEG survey with switching rates for the period July 2007 to July
2009 shows that switching rates were higher where there is a single data format used by suppliers
and the DSO (Figure 67). The average switching rate for these countries is 12.6%, compared to
7.6% for countries where no common format is used.

Figure 67: Percentage of households who switched electricity provider in the two years to July

2009: use of a single legally/regulatory binding data format throughout the market
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Note: Switching rate refers to the percentage of households that switched provider in the two years to July 2009. Cyprus, Estonia and
Malta are not included as the household market is closed in these countries.
Source: ERGEG (2008) and Flash Eurobarometer 282.

3.7 Determinants of supplier switching

This section brings together the discussion in the previous sections of this chapter and analyses
determinants of switching in two multi-variate regression models. Firstly, cross-country
differences in supplier switching rates are analysed at the country level. Secondly, this analysis is
extended to the household level with an analysis of the factors which determine whether or not
individuals have switched supplier within the last two years.

3.7.1 Explaining cross country differences in switching rates

The analysis of possible barriers to switching has suggested that there are a number of different
variables which may explain cross-country differences in supplier switching rates over the past 2
years. This section uses a regression analysis to determine which of these factors are most
important in terms of determining supplier switching rates. Before presenting the regression
results, we briefly review the data and the estimation approach.
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Data and sample used for regression
Dependent variable

The regression analysis is constructed to explain differences in the household supplier switching
behaviour. Therefore, the dependent variable in the regression is the percentage of consumers
who have switched supplier in last 2 years from mid 2008 to mid 2010 but excluding those who
have switched supplier because they moved house. The switching rate is based on the data
collected in the consumer survey undertaken for this study. As explained previously, consumers
who switch supplier because they move house may be motivated by different factors as compared
to consumers who switch for other reasons and, in some countries, may be required to switch
supplier for structural market reasons.

Sample selection

The analysis focuses only on countries in which supplier switching is an actual possibility and
excludes Bulgaria, Cyprus, Estonia, Greece, Latvia, Lithuania, Malta and Romania as these
countries either have closed retail electricity markets, national or regional monopolies. This
reduces the sample of countries included in the analysis to 19 countries.

Furthermore, the analysis in this chapter has shown that Ireland may be considered an outlier with
much higher switching rates than in other countries. Therefore, in order to make sure that this
outlier does not bias the parameter estimates, we exclude Ireland from the baseline model but we
also show all regression results including Ireland.

Explanatory variables

Evidence from the analysis in this section is used to guide the selection of explanatory variables to
be considered for the empirical analysis. The explanatory variables which were considered in the
model selection stage of the analysis are summarised in Table 20. Details of how the variables are
defined are included in Annex 6.

A large number of the variables in Table 20 are related to possible barriers to supplier switching
which were analysed in the previous section. However, it should be noted that that the analysis
does not include variables from ERGEG’s 2007 recent survey of regulators. The reason is that the
information collected in the survey relates to switching procedures as they were in 2007 and since
many markets liberalised in 2007 there may have been significant changes to the procedures
since. As a result, the information related to switching procedures may not have been relevant in
the period that our dependent variable relates to.

In addition, it should be mentioned that the percentage of mystery shoppers who reported that a
termination fee applied to their contact is not included in the analysis for two reasons. Firstly, the
analysis in the previous section showed a very weak relationship with supplier switching rates, and
secondly, due to the low number of mystery shopping exercises undertaken, it is not clear that the
estimate is representative of the share of contracts with termination fees in each of the Member
States.

In addition to the variables related to potential barriers, the analysis includes a number of
additional variables. Firstly, variables related to the financial incentive to switch are included.
Consumers would be expected to be more likely to switch if they expect significant potential
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savings from switching and if there is high price dispersion (measured either by the range of prices
or by the standard deviation of prices) among suppliers.

Secondly, consumers may be less likely to switch if they feel that the choice between different
suppliers is very difficult. Hence, we would expect that the supplier switching rate is increasing in
the percentage of consumers who think that it is easy to compare offers from different suppliers.

Third, as discussed previously in this chapter, consumers may choose not to switch if they are very
satisfied with their supplier. As a proxy for satisfaction with suppliers we include the percentage of
consumers who indicate in the consumer survey that the serviced provided by their supplier lives
up to what they want.

Finally, we include the years since liberalisation as a measure of the maturity of the liberalised
market. As argued earlier, switching rates may be expected to increase over time as the market
adjusts to the possibility of switching.
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Table 20:

Possible determinants of supplier switching

Possible barrier

Description of variable used

Source

Access to alternatives

Legal and regulatory barriers

Awareness and access to

information

Complicated and costly
switching procedures

Herfindahl index

Cumulative market share of four largest suppliers
(C4)
Price regulation dummy

% of consumers who have been threatened to be
prevented from switching supplier
% who can name an alternative supplier they can
switch to

% of mystery shoppers who found an online price
comparison tool
% of consumers who know the advance notice
period for termination of their contract

% of mystery shoppers who got a clear answer to
question about termination policy

% of consumers who are generally well informed
about retail electricity market

Average time taken by mystery shoppers to get an
alternative offer

Consumer survey

Consumer survey

Desk research
Consumer survey

Consumer survey

Mystery shopping

Consumer survey

Mystery shopping

Consumer survey

Mystery shopping

Other variables

Financial incentives

Complexity of choice

Satisfaction

Average annual savings in Euros which are possible
if switching supplier

Standard deviation of prices
Difference between maximum and minimum prices

% of consumers who say that it is easy to compare
offers from different suppliers

% of consumers who say that the services offered
by electricity suppliers live up to what they want

Mystery shopping

Price collection
Price collection
Consumer survey

Consumer survey

Maturity of liberalised market Years since liberalisation (as of 2010) Desk research

Approach to the empirical analysis

Given the very limited number of observations (18 excluding Ireland) and the relatively large set of
possible explanatory variables (16), a general-to-specific modelling approach is not feasible in this
case. Due to the limited number of observations the results of the general model with all
explanatory variables might be questionable as there would, in general, be too few degrees of
freedom to make meaningful tests of the statistical significance.

Therefore, a preliminary analysis was undertaken where a number of regressions were run with
each of the variables in Table 21 included separately as single explanatory variables to explain
cross-country variation in switching rates.

Following this, variables which seem to have a statistically significant effect on prices, based on the
results of the preliminary analysis, were entered together as explanatory variables in a single
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regression. This was then used as the general model in a general-to-specific model selection where
insignificant variables were sequentially eliminated from the model.

It should be noted that specification tests of the model, excluding Ireland, suggests that the error
terms of the general model are not normally distributed whereas they are in the model including
Ireland (Table 21). This might be seen as an argument for including Ireland in the baseline model.
However, as argued above, Ireland is a significant outlier and inclusion of Ireland in the baseline
model could lead to significant biases in parameter values.

As the error terms are not normally distributed, care must be taken when making statistical
inference and when reducing the model from the general to the reduced model. However, the
estimator is still consistent and unbiased even though the error terms are not normally
distributed. To overcome possible problems associated with non-normality of the error terms, the
modelled R* and adjusted R? are monitored during the model selection in order to ensure that
variables which explain a significant part of the variance in the data are not excluded.

All regression models are estimated by OLS.
Regression analysis

The preliminary analysis shows that the following variables are statistically significant at the 10%
level of significance when entered on their own in the baseline regression excluding Ireland:

m The percentage of consumers who can name an alternative supplier.
m  The number of years since liberalisation (as of 2010).

m The market share of four largest suppliers.

m A price regulation (dummy).

m The percentage of consumers who are generally well informed about retail electricity
market.

m The percentage of consumers who say it is easy to compare offers from different
providers.

m The percentage of mystery shoppers who found a price comparison tool online.

m The percentage of mystery shoppers who got a clear answer to questions about
termination policy.

m The percentage of consumers who have been threatened to be prevented from switching
supplier.

m Herfindahl Index of supply market.
m The average annual savings in Euros which are possible if switching supplier

The regression results for these variables are included in Annex 6.

Interestingly, the variable related to satisfaction with suppliers was not significant. This suggests
that, either, consumers in countries where switching rates are high are not more or less satisfied
than consumers in other countries.

Finally, a few variables related to possible barriers to switching were not significant in the
preliminary analysis:
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m The percentage of consumers who know the advance period of their contact.
m The percentage of consumers who feel generally well informed.

m The average time taken by mystery shoppers to obtain an alternative offer.

It should be mentioned that there were slight differences between the regressions including and
excluding Ireland. For example, the percentage of satisfied consumers was statistically significant
in the regressions including Ireland and the Herfindahl index. The cumulative market share of the
four largest suppliers, and the percentage of mystery shoppers who had found a price comparison
tool were also not significant variables.

The statistically significant variables in the preliminary analysis, excluding Ireland, were included in
a general model which was then reduced sequentially to the following baseline model where all
explanatory variables are significant at the 10% level of significance:

switching j = ¢; + 84(% of consumers who can name an alternative supplier); + 8(years since
liberalisation); + 8s(cumulative market share of 4 largest suppliers); + €;

The regression results and test statistics are provided in Table 21 for the general model and the
reduced model. It should be noted that the R? is very high in both the general and reduced
baseline models. This suggests that the baseline model is able to explain most of the variation in
the data, and that the variables, which were excluded from the reduced model, provided very little
additional explanatory power.

Discussion of results

When controlling for other factors, the estimation results indicate that only awareness of other
alternatives (% of consumers who can name an alternative supplier), the maturity of the market
(years since liberalisation) and the market share of the four largest suppliers are important in
terms of explaining cross-country differences in switching rates.

As would be expected, there is a positive association between awareness of alternatives and the
switching rate. An obvious prerequisite for switching electricity provider is knowledge of the
alternatives. The more widespread the information about actual alternatives is at the national
level, the higher are the observed switching rates. While this correlation by itself is hardly
surprising it is noteworthy that once we account for the level of awareness about alternatives
other variables relating to awareness show no statistically significant relationship with the rate of
switching.

Furthermore, as expected, supplier switching rates increase with the maturity of the liberalised
market. Given that we control for the extent of information dissemination about alternative supply
options by including the level of awareness about alternative suppliers, the length of time for
which a market has been liberalised does not appear to simply account for the additional time
consumers had to learn about the existence alternative suppliers. It might instead account for the
fact that consumers become more familiar with the switching process, improved switching
procedures and improved regulatory environment.

Lastly, the degree of market concentration, as measured by the joint market share of the four
largest suppliers, has a statistically significant positive effect on households’ propensity to switch
suppliers. This is perhaps surprising, as high market concentration may be seen as a measure of
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few alternative suppliers. However, at the same time, large market shares of the four largest
suppliers may also mean that there are large alternatives to the incumbent supplier and this may
make switching more appealing.

Table 21: Cross-country supplier switching regressions

Explanatory variable % of households who switched | % of households who switched
supplier (consumer survey) supplier (consumer survey)
Baseline (without Ireland) (with Ireland)
General model Reduced General model Reduced
model model
% of consumers who can name an alternative 0.0802" 0.0927"" 0.0997" 0.152"
supplier (3.67) (6.03) (2.58) (3.53)
Years since liberalisation (as of 2010) 0.0124" 0.0141"" 0.0170" 0.0198"
(4.39) (6.85) (3.57) (3.30)
Market share of four largest suppliers 0.0660 0.116 0.0970 0.271"
(1.24) (3.35) (1.01) (2.85)
Price regulation (dummy) 0.0253 0.0928"
(1.36) (4.87)
% of consumers who are generally well informed 0.0332 0.291"
about retail electricity market (0.37) (2.40)
% of consumers who say it is easy to compare 0.0282 0.115
offers from different providers (0.47) (1.12)
Price comparison tool -0.0731 -0.224"
(-1.48) (-3.50)
Clear found answer to termination policy 0.106 0.258"
(2.02) (3.61)
% of consumers who have been threatened to be 0.0195 -0.00710
prevented from switching supplier (1.64) (-0.38)
Herfindahl Index -0.00975 -0.0365
(-0.40) (-0.86)
Average annual savings in Euros which are 0.00007 -0.0001
possible if switching supplier (0.55) (-0.59)
Constant -0.168" -0.158"" -0.349" 03317
(-2.68) (-4.37) (-4.13) (-3.37)
Observations 17 18 18 19
R2 0.972 0.939 0.953 0.728
Adjusted R2 0.910 0.926 0.869 0.674
F (p-value) 15.78 (0.035) 71.86 11.17 (0.038) 13.39 (0.000)
(0.000)
Shapiro-Wilk test for normality 0.815 0.713 0.978 0.431
(0.003) (0.000) (0.930) (0.000)
Breusch-Pagan test for heteroskedasticity 0.44 0.01 0.03 2.73
(0.5083) (0.9397) (0.8565) (0.0984)

Note: t statistics in parentheses
p<0.05, p<0.01, p<0.001

3.7.2 Explaining household switching behavior

The household level analysis focuses on household individual characteristics that are related to the
decision to switch electricity supplier rather than market structural factors. All data for the
analysis is taken from the consumer survey undertaken for this study. Country specific factors are
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taken into account by including country dummies. Similar results are obtained if the country
specific variables from our cross-country model (years since liberalisation and market share of the
largest four suppliers) are entered instead of the country dummies. Furthermore, it should be
mentioned that the results of the cross-country regressions also hold at the household level (for
details see Annex 6).

However, in addition to the results identified in the cross-country regressions, further statistically
significant relationships are observed in the household regressions.

Data used for household level regressions

The dependent variable is a binary variable of whether a given household has switched electricity
provider in the previous two years (excluding those who did so because they moved house), and
the model is estimated econometrically with a logic model.

As in the cross-country analysis, countries where households cannot switch are excluded from the
analysis. Furthermore, Hungary, Luxemburg, Poland and Spain are dropped from the sample as
there are too few households which switch suppliers in these countries. The sample of countries is
thus reduced to Austria, Belgium, the Czech Republic, Denmark, Germany, Finland, France, Ireland
Italy, the Netherlands, Portugal, Slovakia, Slovenia, Sweden, and the United Kingdom.

A further problem with the analysis lies in the survey design. Ideally, to study the determinants for
switching electricity providers the households’ responses to the survey questions should refer to
both their current and their previous supplier (for those households that have switched supplier).
Unfortunately, the questions only relate to the current supplier. This makes a causal interpretation
of many of our estimates impossible and the statistically significant results should be interpreted
as associations rather than causal relationships.

Due to the large number of observations, a general-to-specific estimation approach is feasible and
applied. The full model is provided in Annex 6 and the reduced model is provided in Table 22.

Discussion of results

Not surprisingly, most of the variables we identify to be strongly related to the probability of
switching provider refer to knowledge about alternative providers (variables (b) and (i) in Table 22)
and current contract terms and conditions (variable (a), (c), and (h)). Households that have
switched providers are more likely to be aware of this information than households that have not.
It is worth noting that once we take this level of knowledge into account, further indicators of
familiarity with electricity supply are not related to the switching decision in a statistically
significant way.

An important factor linked to the decision to switch provider appears to be the quality of the
services provided. Reliability of electricity services, the quality of technical assistance, and the fact
that the current provider provides information on how to reduce energy consumption (variables
(d), (f), and (g)) have a statistically significant relationship with the decision to switch.

A higher quality level of technical assistance and information provision decreases the probability
that the household switched providers. This is what one would expect if the household is satisfied
with the current services. However, households that report a good reliability of the electricity
service are more likely to have switched. One can conjecture that these households may have
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suffered problems in this area with their previous supplier but are happy with the reliability of
their current supplier.

There are indications that more price sensitive households are more likely to switch electricity
providers. Firstly, consumers reporting they are on the cheapest tariff in the market given their
consumption (variable (h)) have a higher probability of having switched by approximately 1.5
percentage points when compared to the average household in our sample that reports not to be
on the cheapest tariff. Furthermore, the average household in our sample that has switched
provider is less likely to have seen an increase in the price of electricity (variable (j)). It seems that
price competition operates, at least to a certain extent, in the market and price sensitive
customers can benefit from it by switching suppliers.

Interestingly, the estimation results show that households who have switched in the past are more
likely to switch in the future. Indeed, for the average household in the sample, the intention to
switch providers in the future (variable (k)) is associated with a higher probability of 2 percentage
points of having switched in the past two years.

Given that we control for the level of satisfaction with the current supplier and the level of
knowledge about alternative options in the market, this result should not be due to dissatisfaction
with the quality of the current provider or better awareness of existing alternatives. It may
indicate that households that have switched in the past develop a general familiarity with the
process of switching and become more willing to consider switching providers if attractive
alternatives become available.
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Table 22: Household switching regressions

(1) (2) (3)
Coefficients Odds ratios Marginal effects
(a) Knows advance notice period 0.546 1.727" 0.0122"
to terminate current contract (0.173) (0.299) (0.00415)
(dummy)
(b) Can name an alternative 0.843" 2.323" 0.0170""
provider to switch to (dummy) (0.261) (0.606) (0.00494)
(c) Has contacted provider in last 0.872"" 23917 0.0277"
12 months about contract terms | (0.187) (0.447) (0.00871)
and conditions (dummy)
(d) Provider gives advice on -0.455" 0.635" -0.0110"
ways to reduce electricity (0.167) (0.106) (0.00453)
consumption (dummy)
(e) Has felt pressurised to sign a 0.0458" 1.047" 0.00102"
contract with a provider (scale 0 = (0.0222) (0.0233) (0.000505)
-10)
(f) Electricity service is reliable 0.122" 1.130° 0.00272°
(scale 0—10) (0.0514) (0.0581) (0.00118)
(g) Provider offers high quality -0.109"" 0.897° -0.00242™"
technical assistance scale 0—10 | (0.0286) (0.0256) (0.000689)
)
(h) Believes they are on the 0.591"" 1.805 0.0145"
cheapest tariff in market given (0.155) (0.280) (0.00455)
usage (dummy)
(i) Has compared offers from 1.1247" 3.077° 0.0294""
different providers (dummy) (0.181) (0.557) (0.00629)
(j) Price of electricity provided -0.866 0421 -0.0197""
by supplier has increased in last (0.166) (0.0698) (0.00453)
12 months (dummy)
(k) Would like to change 0.769 21577 0.0214""
electricity provider (dummy) (0.172) (0.371) (0.00641)
Occupational dummies ( baseline : employed )
(1) Self employed -0.649" 0.523 -0.0114"
(0.275) (0.144) (0.00401)
(m) Non active -0.257 0.774 -0.00555
(0.158) (0.122) (0.00340)
Country dummies see Appendix
Observations 3795 3795 3795
Log likelihood -692.4 -692.4 -692.4
Pseudo R2 0.259 0.259 0.259
p-value <0.001 <0.001 2.14e-85

Note: Standard errors in parentheses

(dummy) for discrete change of dummy variable from 0 to 1

p<0.05 ""p<0.01, " p<0.001
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4 Consumer views on the functioning of the retail electricity
market

This chapter analyses consumer views on different aspects of the functioning of the market and
when possible compares these views with the views of stakeholders. In particular, the chapter
considers:

m overall consumer satisfaction with services provided by electricity suppliers;

m to what extent are consumers well-informed about the retail electricity market;
m trustin suppliers;

m perceptions of quality of service of suppliers;

m availability and quality of information provided to consumers;

m availability and quality of assistance provided to consumers; and

m attitudes towards energy consumption.

More detailed discussions of certain aspects of the consumer experience in the market are
provided in subsequent chapters. In particular we refer to Chapter 4 for a more comprehensive
discussion of billing and payment and to Chapter 6 for a fuller analysis of problems, complaints
and complaint handling.

It should be noted that the services provided by electricity suppliers include both product related
services (i.e. providing consumers with electricity) and pure customer service (such as providing
information, technical assistance, complaint handling). Throughout this report ‘services’ is used to
describe the broader concept of all services provided by electricity suppliers (including electricity),
whereas ‘customer service’ is used to describe the activities undertaken by a supplier in
conjunction with the basic electricity services provided to consumers.

4.1 Overall consumer satisfaction with electricity services

This section analyses the level of overall consumer satisfaction and determinants of overall
consumer satisfaction. For the purpose of this study and the analysis in this section, consumer
satisfaction is measured by consumers’ rating of the extent to which electricity services from their
provider live up to what they want on a scale from 0 to 10 where 10 represent the highest level of
satisfaction.

4.1.1 The level of consumer satisfaction
The responses of consumers, across the EU, when faced with the question of overall satisfaction
with the electricity services, were that they were generally relatively satisfied but by no means

fully satisfied.

[ ] As shown in the Figure 68, overall across the EU satisfaction is rated at 7.8 and the vast
majority of Member States have an average satisfaction score of more than 7.

[ ] Only in Greece, Malta and Bulgaria was the average rating of below 7.
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[ | The lowest average rating is observed in Bulgaria with 5.8 on the 10-point scale.

[ | At the other end of the scale consumers in Ireland and Austria are among the most
satisfied consumers on average.

Figure 68: Average satisfaction with services
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Note: Based on Q2: ‘To what extent would you say that the electricity services from (name of provider) live up to what you want?’.
Rating on a scale from 0 (don’t live up to what you want at all) to 10 (fully live up to what you want). EU-27 averages are weighted using
2010 Eurostat population figures.

Source: ECME Consortium general consumer survey

The distribution of the responses, shown in Figure 69, shows that most consumers provide ratings
of more than 5.

However, a few consumers in Lithuania, Greece, Malta, Slovenia and Cyprus seem very dissatisfied
with the services provided by suppliers.

In many cases, the percentage of people giving a certain score increases with the score. In fact, in
Austria, the Czech Republic, France, Germany, Ireland, Luxembourg, Slovakia, Slovenia and Sweden
the biggest group was fully satisfied.

However in each case, there were very small percentages of people giving a score of under 5,
when faced with the question of whether the service lived up to their expectations. The figure
below, again, indicates that out of all Member States, Bulgaria appears to have the least satisfied
consumers, for it is the most diverse, in terms of having a small proportion of consumers giving
each rating.
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Figure 69: Distribution of rating of overall satisfaction with services
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Stakeholder views on consumer satisfaction

As part of this study stakeholder views on the functioning for consumers of the functioning of the
retail electricity market in each Member State have been collected from:

m electricity regulators;

m electricity associations;

m consumer protection authorities;
m consumer associations;

m company-specific ombudsmen;

m national ombudsmen.

While national and regional electricity regulators, consumer protection authorities and national
ombudsmen generally are public funded®, consumer associations are independent and typically
privately funded associations working to improve consumer rights. Finally, company-specific
ombudsmen and electricity associations are funded by companies.

A more detailed analysis of the role of the company-specific ombudsmen is provided in section
6.4.3 and the roles and responsibilities of publicly funded ministries and authorities are described
in detail in Annex 1.

Analysis of the results of the stakeholder survey show that in many cases, stakeholders seem to
have a good idea of just how consumers feel about the electricity services that they receive, giving
similar scores to those given by consumers for their overall level of satisfaction, when asked as to
what extent the services provided by electricity suppliers live up to what consumers want.

[ ] This is the case in Finland, where the electricity association and consumer protection
authority gave similar ratings as consumers from Finland gave.

[ | However, in some Member States stakeholders were of much different views than
consumers. For example, in Bulgaria, the regulator believed consumers to be very content,
however in reality consumers do not appear to be.

[ ] Another example where the opposite is true and the regulator rates the level of
satisfaction much lower than consumers themselves is Poland. Polish consumers in fact
are relatively content, whilst the regulator believes the picture is very different, giving a
score of 2.

[ | Similarly, the consumer associations in Denmark and all stakeholders in Spain estimate the
level of satisfaction much lower than consumers themselves.

! However the Energy Ombudsman in the United Kingdom is funded by the energy industry.
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Figure 70: Perception of satisfaction by different stakeholders and consumers
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Note: Based on responses to the question: In your opinion, to what extent do the services of electricity suppliers in your Member State
live up to what consumers want? Measured on a scale from 1 (not at all) to 10 (fully).
Source: ECME Consortium analysis of data from general consumer survey and stakeholder survey

4.1.2 Determinants of consumer satisfactions

This sub-section analyses the determinants of satisfaction graphically and in a cross-Member State
regression model which allows for an assessment of which factors are the most important
determinants of customer satisfaction.

The graphical analysis consists of a series of scatter plots illustrating the association between
satisfaction and other variables at the Member State level. Cross-tabulations like these at the
cross-Member State level can be used to identify factors which may explain differences in
satisfaction®” across Member States.

As expected there is a clear positive link between the average level of consumer satisfaction with
current suppliers and the average consumer ratings of current suppliers’ quality in the following
areas (Figure 71):

m reliability of service (i.e. the service works well all the time);

m availability of service (i.e. the supplier can be reached when needed);

®2 Similar cross-tabulations and scatter plots at Member State level are used several times throughout this report. This is done in order
to illustrate the effect of different factors on outcome variables such as satisfaction, switching, prices, etc.
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m professionalism of suppliers’ staff (i.e. staff is professional, helpful and friendly);

m suppliers’ handling of problems (i.e. questions and problems are dealt with promptly and
accurately);

m suppliers’ quality of service (i.e. overall quality of services); and
m choice of tariffs from suppliers.

This indicates not only that satisfaction with services depend on the quality of the services
provided and the choice provided, the result is also sign of internal consistency of the responses
provided by consumers.

There is also a clear positive association between satisfaction with the current supplier and
whether (Figure 72):

m the current suppliers’ prices are perceived as fair and reasonable;
m consumers can afford their electricity bill;

m bills from current suppliers’ are perceived as transparent; and

m tariffs of current suppliers’ are perceived as transparent

This suggests that prices, transparency problems and affordability problems may be important
sources of dissatisfaction for consumers.

Furthermore, there is a negative link between the share of consumers who have seen their price
increase over the last 12 months and the average level of satisfaction with current suppliers.

Unsurprisingly, there is also a negative link between the level of satisfaction and the share of
consumers who have experienced one or more problems with their supplier in the last 2 years.
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Figure 71: Satisfaction vs. quality of services
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Figure 72: Satisfaction vs. tariff, payment and billing factors

10 10
R?=0.7072 R?=0.4396
9 ry 9 0
8 PY A4 /0%‘0 8 Py * ':n./
- g
z ! — 2 7 *
E 6 0 - E 6 ® 03
5 5
.fé 5 § 5
z 4 z 4
g a
3 3
2 2
1 1
0 T T T T T T T T T 1 0 T T T T T T T T T 1
0 1 2 3 4 5 6 7 8 9 10 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Fair and reasonable prices Can afford electricity bills
10 10
R?=0.4493 R?=0.6345
9 . * 9 -
s tead—, 8 A
. og ® 4% o 2 P33 2
. 0 - Ly :
w 7 * w 7 .
£ £
E 6 L3 e E 6 * *
c c
2 5 2 5
8 3
T 4 z 4
® ®
a3 93
2 2
1 1
0 T T T T T T T T T d 0 T T T T T T T T T 1
0 1 2 3 4 5 6 7 8 9 10 0 1 2 3 4 5 6 7 8 9 10
Transparency of bills Transparency of tariffs
10 10
R?=0.3284 R?=0.5565
9 . 9 .
¢ —— o Py e 3 Y 1 2o
8 *s ¢ R v, *° 8 0‘0 RS
7 ° 7 * o hd
] ¢ 5 ~
£ . B 3
c 6 - c 6 0
s s
2 5 2 5
° 3
T 4 z 4
® ©
LY o3
2 2
1 1
0 T T T T T T T T T d 0 T T T T T T T T T 1
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Price increased in the last 12 months Experienced problemsin the last two years
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The fact that consumers appear relatively concerned with prices and payment problems is also
highlighted by the fact that there is a negative association between the rate of arrears from
Eurostat (see Chapter 9 on affordability) and the level of satisfaction with suppliers (Figure 193).

Finally, there is slight indication that satisfaction increases with the maturity of the liberalised
market. However, the multivariate regression analysis undertaken in the next subsection shows
that when controlling for other factors consumers in more mature liberalised markets appear to
be less satisfied than consumers in recently liberalised or non-liberalised markets. This suggests
that the positive correlation observed in Figure 73 is spurious and may reflect that the quality of
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services increases with the maturity of the liberalised market because suppliers have to improve
their services in order to retain their consumers.

Similarly, price transparency, choice of tariffs and the extent to which prices are perceived as fair
and reasonable may increase with the maturity of the liberalised market.

Figure 73: Satisfaction vs. the rate of arrears and years since liberalisation
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Source: ECME Consortium analysis of data from general consumer survey, desk research and Eurostat.
Statistical analysis of determinants of consumer satisfaction

In order to determine the most significant factors affecting consumer satisfaction, a regression
analysis was undertaken. The analysis was undertaken at the Member State level using the
average rating of consumer satisfaction in each Member State as the dependent variable.

Table 23 contains a list of the variables considered as explanatory in the regression and the
sources of the data. The source of the data was mainly the consumer survey and all variables were
available for all 27 Member States. A correlation matrix and summary statistics of these variables
are included in Annex 3.

The correlation analysis reveals that there is a strong correlation between some of the variables
considered; particularly those related to quality of customer service and overall quality of service.
Therefore, in order to avoid problems of multicollinearity no two variables with a correlation of
more than 0.9 were included in the analysis. As a result, the explanatory variables included in the
analysis were limited to:

m reliability of service;

m supplier's quality of service;

m choice of tariffs from supplier;

m fair and reasonable prices;

m transparency of tariffs;

m transparency of bills;

m share who can afford electricity bills;

m price increased in the last 12 months;

m experienced problems in the last two years;
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m rate of arrears;

m years since liberalisation (from 2010);

Table 23: Explanatory variable considered for analysis

Variable Source

Satisfaction rating Consumer survey
Reliability of service Consumer survey
Availability of supplier Consumer survey
Professionalism of supplier's staff Consumer survey
Supplier's handling of problems Consumer survey
Supplier's quality of service Consumer survey
Choice of tariffs from supplier Consumer survey
Fair and reasonable prices Consumer survey
Transparency of tariffs Consumer survey
Transparency of bills Consumer survey
Share who can afford electricity bills Consumer survey
Price increased in the last 12 months Consumer survey
Experienced problems in the last two years Consumer survey
Rate of arrears Eurostat
Years since liberalisation (from 2010) Desk research

A general-to-specific modelling approach was applied where the above mentioned variables were
first included in a general model (available in Annex 3). This model was then sequentially reduced
by eliminating the least statistically significant variable until all variables included in the model
were statistically significant. All regressions were estimated by OLS.

The results of the reduced model are presented in Table 24. The results indicate that the rating of
reliability of services significantly increases customer satisfaction as does the extent to which
prices are seen as fair and reasonable and the transparency of bills. Furthermore, surprisingly a
negative impact of years since liberalisation is observed. Hence, when controlling for the reliability
of service, the transparency of bills and whether prices are considered fair and reasonable, more
mature markets do not seem to have more satisfied consumers. In fact consumers in more mature
liberalised markets appear to be less satisfied than consumers in recently liberalised or non-
liberalised markets. One possible explanation is that consumers in more mature markets have
more experience with how the market works and put higher demands on suppliers.
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Table 24: Reduced model

Coefficient t statistic
Reliability of service 0.304*** 3.54
Fair and reasonable prices 0.295%** 3.6
Transparency of bills 0.162%** 2.23
Years since liberalisation -0.044** -2.39
Constant 2.588%** 4.71
Observations 27
F (p-value) 35.19 (0.000)
R2 (Adjusted R2) 0.8648 (0.8403)
Breusch-Pagan heteroscedasiticy test 0.02 (0.8977)
Shapiro-Wilk normality test 0.9537 (0.2635)

Source: ECME Consortium analysis of data from the general consumer survey.

4.2 Consumer awareness

Based on responses to the general consumer survey undertaken for this study, this section
analyses the level of consumer awareness in relation to:

m overall awareness;

m electricity products and prices;

m the energy source;

m contact terms; and,

m consumer rights and consumer protection bodies.
4.2.1 Overall awareness

Generally consumer awareness in the market is limited and across the EU only one in three
consumers feel well informed about the market (Figure 74).

Hungarian, Spanish, Polish, Danish and Lithuanian consumers are least informed about the
electricity market and Irish and Cypriot consumers feel most informed about the market.
Nevertheless, with the highest share of consumers, only 55% of consumers in Cyprus are feel well-
informed about the market.
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Figure 74: Percentage of consumers who are well-informed about the market
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Note: Based on Q3.8: ‘l am generally well informed about the retail electricity market’. Consumers are defined to ‘well informed’ if they
provide a rating of 8, 9 or 10. The EU-27 average is calculated using 2010 Eurostat population figures as weights.
Source: ECME Consortium based on the general consumer survey

4.2.2 Electricity products and tariffs

Consumers are generally well aware of the amount they spend on electricity and less aware of
how much electricity they consume in kWh. Across the EU 79% of consumers know the amount
they pay for electricity. In addition, more than 80% of consumers in 13 Member States®® are well
aware of the amount they pay and in all Member States more than 60% of consumers are well
aware of how much they pay for electricity.

In comparison, 54% of consumers across the EU know how much electricity they consume in kWh
terms and in all Member States fewer people know how much electricity they consume than the
amount they pay for electricity. In Ireland, Luxembourg, Portugal, the United Kingdom, Spain
Cyprus and Malta less than 50% of consumers are well aware of how much electricity they
consume.

It is not necessarily the case that consumers who are aware of the amount they pay for electricity
are also well aware of their consumption. For example, consumers in Luxembourg are among
those who are most aware of how much they pay but least aware of how much they consume. It
does, however, seem to be the case that generally consumers who are aware of how much they
consume are also aware of how much they pay. The clearest examples are Latvia and Lithuania
and this may be related to the fact that consumers are very involved in the metering and ‘billing’
process.

63 ILuxembourg, Cyprus, Greece, France, Belgium, Slovenia, Poland, the Czech Republic, Slovakia, Estonia, Romania, Latvia and Lithuania.
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Figure 75: Awareness of consumption and payment

80
§» 60
c
S
[5)
o
40
20

T OD® ELS O T GO Q>0 ®
c =28 5§52t T oG QoA =
QS:UQE_‘“GCW:C:',*&;
P2 Eon x=228¢ S o3
= € 9o £ o 3 2¢O CS <
g O X <
=3 5
O Q z
c
]

|:| Electricity | use

Poland
Slovenia
Denmark
Belgium
Germany
Finland

- Amount | pay

Slovakia

Czech Republic

Sweden

100 R e R e ..

> 8 8 ¢ G
S © € c
S5 58 &
S n g a2
2w o =
T 04 3

Note: Based on Q3: Agreement with statements: 1) | know how much electricity | use (per month, year or any other frequency) in kwWh.
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provide a rating of 8, 9 or 10. The EU-27 average is calculated using 2010 Eurostat population figures as weights.

Source: ECME Consortium general consumer survey.

Consumer awareness of the characteristics of their tariff and how the price is calculated is not high
and, on average across the EU 58% and 42% of consumers, respectively, are well aware of these

two factors (Figure 76).

Consumers in all Member States have a better awareness of the characteristics of their tariff than
of how their price is calculated. Consumers in Hungary and Spain are least aware of how the price
is calculated (30% or less know how the price is calculated), while consumers in Finland, Estonia
and Ireland have the greatest awareness of how prices are calculated (more than 55% of

consumers).
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Figure 76: Percentage of consumers who are well aware of tariff characteristcs and the price

calculation that applies to them
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It is also interesting to note that in 12 Member States (Austria, Belgium, Czech Republic, Denmark,
France, Italy, Luxembourg, Netherlands, Romania, Slovakia, Sweden and United Kingdom) 10% or
more of respondents to the consumer survey did not know whether their electricity prices had
increased, decreased, or remained unchanged.
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Figure 77: Share of respondents who do not know how electricity prices have changes over

previous 12 months
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Note: Based on Q15. Percentage of respondents who responded ‘don’t know’ to the question: ‘In the last 12 months has the price of
electricity provided by your supplier i) increased, ii) remained the same, iii) decreased, iv) don’t know’. EU-27 average calculated using
2010 Eurostat population figures as weights.

Source: ECME consumer survey

Given that consumers are not very aware of the price and tariff details which apply to them, it is
not surprising that consumers are even less aware of alternative tariffs available either with their
current supplier or alternative suppliers (Figure 78).

Overall in the EU, approximately two in three consumers are not well aware of alternative tariffs
from their supplier and alternative suppliers. In addition less than 50% of consumers in 24 out of
the 27 Member States are well aware of alternative tariffs and in Hungary, France, Poland,
Denmark, and Luxembourg less than 25% of consumers are well aware of alternative tariffs. At the
other end of the scale, Dutch consumers are much more aware of their alternatives than
consumers in all of the other Member States (84% of consumers are well aware of alternative
tariffs).

The Netherlands is also the country where the highest percentage of consumers (92%) is able to
name an alternative supplier they could switch to (Figure 79). More than 88% of consumers can
also name an alternative supplier in Sweden, Ireland and the United Kingdom. There is a large
variation in the extent to which consumers are able to name alternative suppliers and the fact that
switching is limited in countries like Romania, Estonia and Greece is reflected in the responses.
However, the share of consumers who can mention an alternative supplier is below 50% even in
Portugal, Poland, Hungary, Slovakia, France and Luxembourg where switching is possible (although
not always all consumers in these countries have a choice of providers).
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Figure 78: Percentage who are well aware of alternative tariffs ‘

84
80
60 -
53 54
50
% a4 47 48 48
= 43 43 43 44
< 39
g 407~ S : PR i
33 33
293030
242527
212223
20
15
0
T X ODgE £ O ~ S > [0} k] o
¥ TEXP2TLLEIT I IIN S SEL YIS TIISETE Y
a 8 5 © 8 5 5 5 € c € O 8 o6 = = X c =
SESESf5252 8535888828388 255
STa§geES eZISsLEME £005g  2=E2-"1I28%
I oo o x @ x 5 < o 7] %] <
2 = B 2
O =)

Note: Based on Q3: Agreement with statement: | am aware of the different tariffs offered by (name of supplier) and by other electricity
suppliers. Consumers are defined to ‘well informed’ if they provide a rating of 8, 9 or 10. The EU-27 average is calculated using 2010
Eurostat population figures as weights.

Source: ECME Consortium general consumer survey.

Figure 79: Percentage who can name another supplier they could switch to
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Note: Based on Q4.4: | can name another supplier | could switch to for electricity supplier. Consumers in Bulgaria, Cyprus, Latvia, Malta
and Lithuania were not asked this question and only some consumers in Greece were asked the question. EU-27 average calculated
using 2010 Eurostat population figures as weights.

Source: ECME Consortium general consumer survey.
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4.2.3 Electricity source

The level of consumer awareness in relation to the energy source of the electricity they use is
comparable to consumer awareness about electricity consumption and the details of the tariff
they use.

About half of EU consumers are well aware of the energy source of their electricity. This varies
from 34% in the United Kingdom to 71% in Slovenia. Consumers in Denmark, the United Kingdom
and Sweden are relatively poorly informed about the energy sources from which their electricity is
generated.

Figure 80: Awareness of energy source
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Note: Based on Q3: Agreement with statement: | know how the electricity | use is produced (e.g. nuclear generation, wind, gas, solar,
petroleum, coal, etc.). Consumers are defined to ‘well informed’ if they provide a rating of 8, 9 or 10. The EU-27 average is calculated
using 2010 Eurostat population figures as weights.Source: ECME Consortium general consumer survey.

4.2.4 Contract terms

There is a large variation in the extent to which consumers are familiar with the terms and
conditions of their contract. Eighty percent of consumers in Estonia say that they have read the
terms and conditions in their electricity supply contract. However, in contrast, only 29% of
consumers in Cyprus indicate that they have read the terms and conditions of their contract and
less than 50% of consumers have read their contract in Spain, Slovenia, Luxembourg, Ireland,
Denmark, Malta, Bulgaria and Greece.
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Figure 81: Percentage of consumers who have read their contact terms
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Note: Based on Q4.1: | have read the terms and conditions of my contract. EU-27 average calculated using 2010 Eurostat population
figures as weights.
Source: ECME Consortium general consumer survey.

The results of the consumer survey also show that consumers who have read their terms and
conditions may not necessarily know the details of the contractual arrangements such as the
advance period for termination of the contract. In particular, although 80% of consumers in
Estonia have read their contract, only 48% indicate that they know the notice they must give in
case of contract termination. This may either be because the contract does not contain
information about the notice period, or because the information is difficult to understand.

In 19 Member States, less than 50% of consumers know their advance period. In the United
Kingdom, Romania, Belgium, the Netherlands, France, Sweden, Latvia and Germany more than
50% of consumers indicate that they know the advance notice period.
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Figure 82: Percentage who know the advance notice period for termination of their contact
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Note: Based on Q4.2: | know the advance notice period in case | want to terminate my contact with my electricity provider. EU-27
average calculated using 2010 Eurostat population figures as weights.
Source: ECME Consortium general consumer survey.

4.2.5 Consumer rights and consumer protection bodies

The results of the consumer survey indicate that consumers are not particularly aware of the
existence of third party organisations that they can turn to for help if something goes wrong. In
Hungary, Poland, Greece, Bulgaria, the Netherlands, Italy, Sweden, Denmark and Cyprus less than
50% of consumers can name an organisation they can turn to for advice or help with their
electricity bill. This is despite the fact that some of these countries have well developed
institutions in place to protect consumers. For example, in Sweden there is a specially designed
Consumer Electricity Advice Bureau which provides information and advice to consumers.

The largest share of consumers able to name an organisation that can give advice or provide help
is found in Estonia with 71% being able to do so. More than 65% of consumers in the Czech
Republic, Luxembourg, Portugal, Finland, Austria and Spain are able to name an organisation they
can turn to for help.

It generally does not seem to be the case that consumers who have experienced problems with
their supplier in the last 2 years have a better awareness of organisations they can turn to for
advice or assistance (Figure 84). Only in 8 out of 27 Member States (Hungary, Malta, Belgium,
France, Latvia, Finland, Austria and Luxembourg) are consumers who have experienced a problem
in the last 2 years more aware of organisations they can turn to for help or advice than consumers
who have not experienced any problems.
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Figure 83: Percentage who can name an organisation they can turn to for help or advice
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Note: Based on Q4.3: | can name an organisation (regulator, ombudsman, consumer protection body) that I could turn to for advice or
help about my electricity bill. EU-27 average calculated using 2010 Eurostat population figures as weights.
Source: ECME Consortium general consumer survey.

Figure 84: Awareness of third-party organisations for consumers who have and have not

experienced a problem with their supplier within the last 2 years
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Source: ECME Consortium general consumer survey.
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4.3 Consumers’ experience in retail electricity markets: trust in suppliers

This section analyses consumer experiences with and trust in suppliers. It should be mentioned
that consumer views in these areas may be linked to past experiences and if consumers have had
bad experiences in the past this may have a negative impact on their expectations and the extent
to which they trust their supplier.

Suppliers have to adhere to a number of consumer protection rules and regulations but the results
of the consumer survey shows that consumers do not fully trust suppliers to do so. Across the EU
consumers rate their trust in suppliers at 7.2 on a scale from 0 to 10 where 10 represents full trust
(Figure 85).

The rating of consumers’ trust of the extent to which their suppliers respect the rules and
regulation protecting consumers ranges from 4.6 in Bulgaria to 8.5 in Finland and Ireland. Although
average ratings in all countries except Bulgaria are above the midpoint of 5 there is considerable
room for improvement, especially in Bulgaria, Greece and Malta where the ratings are particularly
low.

Figure 85: Overall trust that suppliers respect the rules and regulations protecting consumers
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Note: Based on Q9.6: To what extent do you agree or disagree with the following statements. Please use a scale from 0 to 10 where 0
means that you totally disagree and 10 means that you totally agree: | trust (name of supplier) to respect the rules and regulations
protecting consumers. EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: ECME Consortium based on the general consumer survey

Consumers were also asked more specific questions about their expectations and trust in the
following areas:

= non-misleading advertising;

m fair contract terms; and
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m accuracy of billing.

Overall for the EU, consumers’ trust in advertising is lower than in the two other areas with an
average rating of 6.6 on the 10-point scale. With respect to the fairness of contract terms and the
accuracy of billing consumer trust is rated at 6.9 and 7.2, respectively across the EU.

Generally, there is a positive correlation between the different trust variables (Table 25) meaning
that consumers who trust their supplier in one area also trust their supplier in other areas. The
strongest correlations are between overall trust that suppliers adhere to consumer protection
regulation, and trust in the area of fair contract terms and accuracy of billing.

Figure 86: Consumer trust in different areas ‘
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Note: Based on Q9: To what extent do you agree or disagree with the following statements. Please use a scale from 0 to 10 where 0
means that you totally disagree and 10 means that you totally agree: 1) Advertising and pre-contractual documents from (name of
supplier) do not deceive, mislead or omit relevant information, 4) The terms of the contract | have with (name of supplier) are fair i.e.
they guarantee my rights as a consumer, and 5) | believe my bills accurately reflect my real consumption. EU-27 average calculated
using 2010 Eurostat population figures as weights.

Source: ECME Consortium based on the general consumer survey

Table 25: Pair-wise correlations of trust variables

Advertising Fair contract terms = Accuracy of billing Overall trust
Advertising 1
Fair contract terms 0.5030 1
Accuracy of billing 0.3920 0.5446 1
Overall trust 0.4774 0.6430 0.6061 1

Source: ECME Consortium based on the general consumer survey
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On the question of the quality of advertising and pre-contractual documents from electricity
retailers, the responses given by consumers from different Member States to the consumer survey
undertaken for this study differed remarkably as seen in (Figure 86). The responses on a Member
State-level range from a quality rating of 4.3 in Bulgaria t07.8 in Finland. Bulgaria has the lowest
rating by some distance, with Spanish consumers giving a rating of 5.2, the second lowest rating.

The majority of responses fell between 6 and 8, which suggest that consumers, although not
completely agreeing with the statement that electricity providers do not deceive, mislead or omit
relevant information in advertising and pre-contractual documents, do not seem to see this as a
major issue, as is shown by the majority of scores being above 5.

In the stakeholder survey, stakeholders were asked to give their assessment of the quality of two
aspects of advertisement and pre-contractual information:

m the seriousness of problems related to omission of the price in advertisement and
information material; and

m the seriousness of problems related to clarity and correctness of the price indicated in
advertisements and information material.

While these questions are slightly more specific than the question posed to consumers, the
responses enable us to compare the views of consumers with those of other stakeholders
(regulators, consumer associations, national ombudsman and consumer protection authorities).
Stakeholders were asked to rate to what extent they viewed the two issues mentioned above as
serious problems on a scale from 1 (not a problem at all) to 5 (a very serious problem).

The responses of regulators in general indicate that they do not perceive big problems in relation
to omission of the price in advertising and information material with only the Czech, Greek and
Lithuanian regulators viewing this as being a bit of a problem with a rating of 2 (Figure 87). In
comparison, regulators in Austria, Bulgaria, Estonia, Finland, Germany, Latvia and Romania rated
this issue as 5, meaning that it was not perceived as a problem as all. Regulators perceived
problems in the area as less serious than other stakeholder groups in all Member States except in
Hungary, Greece, Lithuania and Slovakia.

Sixteen consumer protection authorities responded to the survey and only 2 gave a rating of 2 or
below, thus indicating that they perceive some problems in relation to omission or prices from
advertising and information material. In Belgium, the consumer protection authorities gave a
rating of 2 and, in Bulgaria the omission of price information was viewed as a very serious problem
by the consumer protection authority which gave a rating of 1.

In comparison, consumer associations, when responding, generally indicated that they perceived
problems in the area as more serious than other stakeholders. Of the 8 responses, the consumer
association in Slovakia, Spain and Denmark gave a rating of 2 and the Maltese consumer
association indicated that this was a very serious problem in Malta, with a score of 1. However, the
Belgian consumer association did not perceive serious problems in the area and provided a rating
of 4.
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The 3 national ombudsmen that participated in the survey gave very different responses. In
France, omission of price information was not seen as a problem by the national electricity
ombudsman, who gave a rating of 5. Whilst not viewed as very serious problem in Sweden the
national ombudsman services provided a rating of 3 which is well in line with the assessment
provided by the consumer protection authority. In comparison, the Belgian national electricity
ombudsman viewed omission or price information from advertising and information material as a
very serious problem and in fact as a more serious problem than other stakeholders in Belgium.

Figure 87: Quality of advertising: indication of price in advertising/information material
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Spanish regional consumer protection agencies and the Hungarian consumer association responded ‘Don’t know’. For the Spanish and
Lithuanian consumer protection agencies multiple responses were received and the average was taken over all the received responses
in that category.

Source: ECME Consortium analysis of data from stakeholder survey

In relation to the clarity and correctness of indicated price, the most positive responses came from
consumer protection authorities, with 6 out of 16 scoring it 5 and thus not viewing it as a problem
at all (Figure 88). Only the Austrian, Belgian and German consumer protection authorities gave a
rating a 2 or less. There were similar responses from regulators on the issue of clarity and
correctness of the price information, with just the 3 regulators from the Netherlands, Greece and
Lithuania giving a score of 2 or below, and as such viewing this as quite a serious problem. The
regulators in Austria, Denmark, Estonia, Germany, Latvia and Romania did not view this as
problem at all.

These mostly positive views were not generally shared by consumer associations. Of the 8
responses received, 5 consumer associations rated this issue 2 or below, so seeing this as being a
much bigger issue than the consumer protection authorities or regulators. However, in Ireland the
consumer association provided a rating of 4, like the regulator, and in Belgium the consumer
association perceived less serious problems in the area than the consumer protection authority
and the national ombudsman. The Swedish national ombudsman services also viewed problems
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related to the clarity and correctness of the indicated price as relatively serious problems (and
more so than the Swedish consumer protection authority) while the French national ombudsman
did not view it as a major problem.

Figure 88: Quality of advertising: Clarity and correctness of indicated price
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Comparing both consumer and regulator perceptions of the quality of advertising should allow a
more rounded picture as to the situation in the electricity sector.

If there is positive correlation between the perception of consumers and that of regulators, which
would suggest that consumers and regulators within their respective Member States are of the
same opinion. In order to make a comparison possible, the average rating provided by regulators
over the two pricing dimensions is taken as a measure of regulators’ views on the quality of
advertising and pre-contractual information. However, no clear association is observed between
the responses of consumers and regulators (Figure 89). Regulators in Lithuania, Greece, the Czech
Republic, the Netherlands and Slovakia view the quality of advertising as much lower than
consumers. In contrast, Bulgarian consumers view advertising and pre-contractual information as
being of relatively low quality whereas the Bulgarian regulator indicates that there are no quality
issues in relation to pricing information in advertising.
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Figure 89: Relationship between consumer and regulator perceptions of quality of advertising
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Source: ECME Consortium analysis of data from stakeholder survey and general consumer survey

4.4 Perception of quality of service of suppliers

Consumers’ and regulators’ perception of service quality gives a good initial indication of areas
that consumers and regulators observe as problematic. In this section, we analyse consumers’
perception of quality of service from pre-contractual information to reliability of supply and
customer management and compare the views with those of regulators in the same areas. In
particular, we consider quality perceptions in the following areas:

m reliability of supply (i.e. speed of intervention/ supply brought back on line following
brown-out, major fault);

m speed of service provision for connections and disconnection;
m technical assistance;

m customer management relationship (i.e. phone/internet interface between customer and
retailer, complexity of process, likelihood to successful complete the interaction, quality
of information, etc); and

m overall quality of service.
4.4.1 Reliability of supply

In order to gauge perceptions of the reliability of the electricity supply, regulators, consumer
associations and consumers were asked to indicate in the different surveys undertaken for the
project the extent to which they agreed with the statement ‘the electricity service is reliable’ on a
scale from O (totally disagree) to 10 (totally agree).

In general, consumers on average and stakeholders perceived the reliability of supply to be high
with the EU average rating provided by consumers at 8.4 on the 10-point scale. The average
response from consumers was less varied than the responses from consumer associations or

ECME Consortium
The functioning of retail electricity markets for consumers in the European Union 161



4 | Consumer views on the functioning of the retail electricity market

regulators. Nevertheless, the range of consumer responses varied from just 5.3 in Malta to over 9
in Austria, Germany, Ireland and Denmark. But, the majority of consumer responses fell between 8
and 9, which indicates that, overall across the EU-27, consumers are very satisfied with the
reliability of the electricity supply.

The range of responses from consumer associations and regulators across the EU was much wider
than the responses from consumers. The lowest response from a consumer association was
provided by the Spanish consumer association (3) and the highest was provided by the Irish and
UK consumer associations (10). Generally, the views of consumer associations was relatively well
in line with the views of consumers with the exception of Spain and Slovakia where consumer
associations provided much lower ratings than the average consumer rating. It is also worth noting
that the consumer association in Malta agrees with consumers that the supply is not too reliable.

Figure 90: Perception of reliability of supply
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Note: Agreement with statement: ‘The electricity service is reliable, i.e. it works well, all the time and without supply interruptions. The
regulators in Finland, France and the Netherlands and the consumer associations in Belgium, Ireland, Romania and the United Kingdom
responded ‘don’t know’.

Source: ECME Consortium analysis of data from stakeholder survey and general consumer survey

The views of regulators in the area of reliability of supply range from 4 in Greece to the highest
scores of 10 in Austria, Bulgaria and Germany. Clearly the responses from regulators are much
more varied than the average responses from consumers (Figure 91) and a positive correlation
between the views of regulators and consumers is not observed. This is mainly because the
regulators in Bulgaria and Spain rate the reliability of supply much higher than consumers in these
Member States do on average while regulators in Greece, Latvia and Ireland provide a much lower
rating of the reliability of supply than consumers.
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Figure 91: Relationship between consumer and regulator perception of reliability of supply
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Note: Agreement with statement: ‘The electricity service is reliable, i.e. it works well’ measured on a scale from 0 to 10 (where 10
represents high quality reliability).
Source: ECME Consortium analysis of data from stakeholder survey and general consumer survey

4.4.2 Speed of service for connections and disconnections

In the area of speed of service for connections and disconnections, the responses from consumers
were, once more, less varied than those of both consumer associations and regulators, ranging
from 5.2 in Bulgaria to 8.7 in Austria (on a scale from 0 to 10 where 10 represents the greatest
speed of service) (Figure 92). Across the EU as a whole the average rating was 7.3 on the 10-point
scale. This shows that consumers, on average agree at least to some extent with the statement
that requests for connection or disconnection are dealt with rapidly.

There were 2 stakeholders that rated speed of quality below 5 and thus indicated disagreement
with the positive statement on speed of service. In particular, the Spanish consumer association
gave a score of 2 and the Czech regulator gave a rating of 4. Both the responses from regulators
and consumer associations showed a wider range of opinions than those from consumers. The
highest rating response from a consumer association was 9 in the United Kingdom, with the
highest regulator score being 10 from Bulgaria and Germany, all feeling that suppliers and DSOs®*
in their respective Member States dealt with issues of connections and disconnection rapidly.

When comparing consumer and regulator perceptions of the speed of service, it is clear that there
is not a positive correlation between the average rating provided by consumers and the rating
provided by regulators on this service dimension (Figure 93). However, this is mainly due to two
specific cases. Firstly, the regulator in Bulgaria perceives the speed of service in Bulgaria as much
higher than consumers do on average. Secondly, consumers in the Czech Republic rate the speed
of service for connection and disconnection much higher than the regulator.

It should be noted that the average consumer ratings of the speed of service in relation to
connection and disconnection generally is lower than the rating in of the reliability of supply. This

* Connection and disconnection is typically the responsibility of DSOs although the contact of the consumer may go through the
supplier.
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indicates a higher level of satisfaction among consumers with the reliability of supply than with the
speed of service for connection and disconnection.

Figure 92: Perception of speed of service ‘
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Figure 93: Relationship between consumer and regulator perception of speed of service
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Note: Agreement with statement: ‘Requests for connections/disconnections are rapidly dealt with’ measured on a scale from 0 to 10
(where 10 represents high speed).
Source: ECME Consortium stakeholder survey and general consumer questionnaire

4.4.3 Technical assistance

With respect to the quality of technical assistance provided by suppliers, overall consumers in the
EU rate the quality relatively low at 6.3 and with respect to the responses from different
stakeholders there is a similar pattern as observed throughout this analysis (Figure 94). The
average responses from consumers, by Member State, are much less varied than the responses of
consumer associations and regulators. The responses from consumers are, on average, between
5.5 (Poland) and 8.1 (Cyprus) on the 10-point scale However, the average rating for consumers in
Bulgaria was only 4.1 and thus much lower than in any other Member State. This means that
consumers in Bulgaria, overall, disagree with the statement that suppliers offer high quality
technical assistance.

Bulgaria is the only Member State where neither a consumer association nor the regulator
provides a rating of the quality of technical assistance which is close to the average rating provided
by consumers. While the Bulgarian regulator rated the reliability of service, the speed of service
and the response to consumer complaints and questions much higher than consumers did on
average, the Bulgarian regulator’s response is in line with that of Bulgarian consumers when it
comes to the quality of technical assistance.

However, in the majority of cases, the replies from different organisations within the same
Member State differ markedly. Both the Slovak consumer association and the regulator from
Luxembourg gave responses of 2, suggesting that they perceive the technical quality of assistance
provided by suppliers to be of relatively low quality and much lower compared to the views of
consumers. It is worth noting that the Slovak regulator, on the other hand, considers the technical
assistance to be of much higher quality than consumers.

The Spanish and Maltese consumer associations and the Slovenian regulators also provide a much
lower rating of the quality of technical assistance than consumers in these Member States. All
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other stakeholders rate the quality of technical assistance higher than consumers in the same
Member State and the German regulator fully agrees that the technical assistance provided by
suppliers is of high quality.

Again no positive relationship between the views of regulators and consumers can be observed
(Figure 95).

Figure 94: Perception of quality of technical assistance
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UK responded ‘Don’t know’.

Source: ECME Consortium analysis of data from stakeholder and general consumer survey
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Figure 95: Relationship between consumer and regulator perception of quality of technical
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Source: ECME Consortium stakeholder survey and general consumer questionnaire

4.4.4 Customer management relationship

The way suppliers treat their customers is another important element of how consumers view the
service provided by their electricity supplier. One factor that would make up part of customer
management relationship is the general attitudes of staff, i.e. whether the staff is perceived as
professional, helpful and friendly.

Across the EU consumers rate the general attitude of the staff at 7.7 on the 10-point scale (Figure
96). When asked whether they agreed with the statement that staff of the electricity supplier is
professional, helpful and friendly, consumers in all Member States, on average, gave ratings above
5.6 and, with the exception of Bulgaria, Malta, Greece and Spain, all average consumer ratings
were above 7.3. This suggests that consumers overall are relatively satisfied with the
professionalism, friendliness and helpfulness of staff.

Figure 96 also provides further evidence that the responses of consumers are much less varied
than the views of regulators and consumer associations. The consumer associations generally
rated the quality of the staff lower than consumers except in Malta and Spain. The views of
regulators were relatively well in line those of consumers, although the Bulgarian regulator
provides a much higher rating of staff quality than Bulgarian consumers.
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Figure 96: Perception of attituides of staff ‘
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The quality of the customer management relationship, however, not only depends on the quality
of staff.

Therefore a more comprehensive measure of the perceived quality of the customer management
relationship is constructed as the average rating on the 10-point scale of the following
components:

m The extent to which suppliers provide information

m The extent to which supplier have a website with useful information

m The extent to which suppliers can always be reached

m The extent to which the staff Is helpful, friendly and professional

m The quality of the technical assistance

m The extent to which suppliers react promptly and accurately to questions and problems

Once again, the majority of responses given by consumers across EU-27 vary much less than the
responses of the consumer associations or regulators. On average, consumers in all Member
States except Bulgaria rate the quality of customer management relationship between 6 and 8 and
the EU average is 7.
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Regulators were in agreement with consumers that the level of customer management
relationship was high, as all gave ratings of 5 and over but the Bulgarian regulator viewed the
quality of the customer management relationship as much higher than consumers.

Consumer associations generally rated the quality of the customer management relationship
lower than consumers and regulators. However, the Romanian consumers association provided a
rating which was slightly above the average rating provided by consumers. Similarly, the Slovene
consumer association provided a rating slightly above the average consumer rating and much
higher than the rating provided by regulators. Finally, the views of the Greek consumer association
were in line with the views of Greek consumers but the regulator rated the quality of the customer
management relationship much lower.

There is a very slight positive correlation between the consumer and regulator ratings and, here,
the Bulgarian case is clearly an outlier where the regulator perceives the quality of customer
management services as much higher than consumers (Figure 97).

Figure 97: Perception of quality of customer management relationship
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Figure 98: Relationship between consumer and regulator perception of quality of customer

management relationship
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Source: ECME Consortium stakeholder survey and general consumer questionnaire

4.4.5 Overall quality of service

This sub-section concludes the discussion of the perceived quality of service with an analysis of the
consumer and stakeholder perceptions of the overall quality of service in the retail electricity
market.

Firstly, looking at the perceptions of consumers across the EU, the responses to the survey indicate
that consumers generally think that the quality of services is above average but at the same time
there appears to be room for service improvements.

In particular, on the 10-point scale where 10 represents high overall quality of services, the EU
average rating is 7.6 and the ratings vary from 5.4 in Bulgaria to 8.7 in Austria.

Relatively, low ratings are, on average, provided by consumers in Bulgaria, Malta, Greece and
Spain. In this analysis of perceptions of quality, these Member States have consistently been
among the Member States where consumers perceive the quality of service to the low.

In contrast, Ireland and Austria have consistently ranked among the top 5.

Whereas the lowest average consumer response was 5.4, the lowest response from a consumer
association was from the United Kingdom, at around 1 and the consumer associations in Denmark,
Hungary and Slovakia also provided ratings below the midpoint on the scale. There were also two
regulators, from Greece and Spain, with scores below 5.

The responses of stakeholders were much more divided but, generally, stakeholder ratings of the
overall quality of services are lower than the average consumer ratings. There are three
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exceptions. Firstly, as already observed in most parts of this analysis the Bulgarian regulator rates
the overall services provided by electricity suppliers much higher than consumers. The Danish and
Slovenian regulators also consider the overall quality of services to be slightly higher than
consumers.

As already observed previously, there is generally no correlation between the perceptions of
regulators and the perceptions of consumers (Figure 100).

Figure 99: Perception of overall quality of service
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Note: Agreement with statement: ‘Electricity suppliers offer overall a high quality service’. The regulator in France and the consumer
association in the UK responded ‘Don’t know’.
Source: ECME Consortium analysis of data from consumer and stakeholder surveys
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Figure 100: Relationship between consumer and regulator perception of overall quality of

service
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Note: Agreement with statement: ‘Electricity suppliers react promptly and accurately when contacted with problems or questions’
measured on a scale from 0 to 10 (where 10 represents high speed).
Source: ECME Consortium stakeholder survey and general consumer questionnaire

4.5 Availability and quality of information
The relatively low level of awareness among consumers may be due to:

m poor access to information; or,

m  poor quality of information which is difficult for consumers to understand.

Below we explore these two aspects further. First, we consider consumers’ access to information,
and second, we consider the extent to which consumers are able to understand the information
provided.

4.5.1 Access to information

Suppliers may use a combination of active and passive means to provide consumers with
information. Suppliers that actively provide information to their consumers take the initiative to
contact consumers with information they believe to be relevant for the consumer. For example,
this may be information included with the bill or separate information leaflets sent to consumers.

Active provision of information to consumers

The consumer survey indicates that suppliers are not particularly active in terms of providing their
customers with information about their services and tariffs. Respondents ranked their agreement
with the statement ‘Your provider informs you regularly about their services and tariffs’ on a scale
from O (totally disagree) to 10 (totally agree). The average ranking for each Member State is shown
in Figure 101. The statement was found to be most supported by Finnish consumers who gave an
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average ranking of 8.1. In comparison, no other Member State had an average ranking of more
than 7.

The results also indicate that with an average score of 3.2, Bulgarian suppliers are the least active
in terms of providing consumers with information. Spanish, Greek and Lithuanian suppliers also
achieve average scores below 5 indicting that they provide information about tariffs and services
to consumers relatively rarely.

Figure 101: Rating of the extent to which suppliers provide consumers with information on a

regular basis
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Note: Based on Q10.2: Agreement with the statement: (Name of supplier) informs you regularly about their services and tariffs’. EU-27
average calculated using 2010 Eurostat population figures as weights.
Source: ECME Consortium based on the general consumer survey

Usually the views of regulators, consumer associations and consumers are well aligned on this
issue (Figure 102).

However, there are some clear exceptions. For instance, in the view of the Bulgarian regulator the
suppliers regularly provide information in a way that is easily understandable. As discussed above,
consumers do not tend to agree with this assessment.

It is also worth noting that the consumer associations in Denmark and the United Kingdom are
much less satisfied with the level of information provided than consumers and regulators. While
the difference between stakeholders and consumers may be partly due to the fact that
stakeholders were also asked whether the information was easily understandable, this cannot
explain differences in the opinions among different stakeholders.
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Consumers and stakeholders in Spain largely agree that very little information is provided and
consumer associations and regulators generally provide a lower rating than consumers, perhaps
because the information that is provided is hard to understand.

Figure 102: Stakeholder and consumer view on whether suppliers provide information about

tariffs and services on a regular basis in a way that is easily understandable to them
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Source: ECME Consortium stakeholder and consumer questionnaires

The electricity bill is a regular means for the supplier to actively provide its consumers with
information. However, the level of information provided by suppliers may vary considerably from
Member State to Member State. In order to provide insights into the access to information on
electricity bills, respondents to the billing and payment survey were asked to assess how easy it
was for them to find and understand specific pieces of information on their bill. These results are
analysed in detail in Chapter 3. The analysis shows that basic billing information such as the name
of supplier; supplier contact details; and, the billed amount can very easily be found and
understood by consumers. However, other types of information which are not directly related to
billing were much harder to find (for example information regarding switching, information
regarding the next bill, energy saving advice, information about the source of energy and
information on offers and discounts).

Passive provision of information to consumers

Besides actively contacting consumers and giving them relevant information, suppliers may also
use a more passive approach when providing information and put in place information services
that consumers can contact when they seek information. Suppliers may for example run a website
which provides relevant information for consumers.
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Consumer associations and regulators generally indicate that they believe suppliers’ websites
provide useful information (Figure 103). However, the Danish, Spanish, British and Maltese
consumer associations do not seem to think that this is the case. The Greek regulator and
Hungarian consumer association are also sceptical in this regard.

Figure 103: Usefulness of information provided on supplier websites

Scale from 1 (totally disagree) to 10 (totally agree)

Austria
Finland
Hungary
Ireland

Belgium
Bulgaria
Denmark
Estonia
Germany
Greece

Czech Republic

=
o

Scale from 1 (totally disagree) to 10 (totally agree)
A o ©

Latvia
Lithuania
Luxembourg
Malta
Netherlands
Portugal
Romania
Slovakia
Slovenia
Spain
United Kingdom

I Reguiators Consumer associations

Note: Agreement with the statement: Electricity suppliers have websites that provide useful information.
Source: ECME Consortium based on the stakeholder surveys

Consumers were asked if they think it is easy to find information on suppliers’ websites. In
particular, respondents to the general consumer survey were asked to indicate their agreement
with the statement, ‘Your supplier has a website on which you can easily find the information you
want’, on a scale from O (totally disagree) to 10 (totally agree).

Average ratings in the Member States range from 6.5 in Italy, Greece and Estonia to 8.5 in Austria,
Slovenia and Germany. This indicates that consumers generally think it is relatively easy to find the
information they want on suppliers’ websites. Overall this would seem to indicate that suppliers
have a relatively good passive provision of information on their websites where consumers can
find the information they need. In comparison, suppliers seem to fare less well in terms of active
provision of general information to consumers (for example non-billing related information
provided on the electricity bills). Hence consumers would typically need to actively seek
information in order to become better informed about the market.
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Figure 104: The extent to which suppliers have a website where consumers can easily find

information
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Note: Based on Q10.3: Agreement with the statement: (Name of supplier) has a website on which you can easily find the information
you want. EU-27 average calculated using 2010 Eurostat population figures as weights.
Source: ECME Consortium based on the general consumer survey

The mystery shopping exercises provide further insight into what information is available and
whether consumers are able to find useful information on the websites or any other means of
communication (bills, contacts, letters, etc.). The results indicate that suppliers typically provide
information about tariffs, payment methods, terms and conditions, contact details for customer
services and to a lesser extent contact details for energy mediators or other third-party
organisations that can assist consumers who have electricity related problems.

In particular, at least 50% of mystery shoppers where able to find information about their
electricity tariff in all Member States, and all mystery shoppers in 16 out of 27 Member States
where able to find their tariff (Table 26). However, less than 75% were able to do so in Belgium,
Bulgaria, Italy and Lithuania.

Similarly, in 16 Member States, all mystery shoppers were able to find information about which
payment methods they could use. In contrast, only 46% of mystery shoppers in Finland were able
to do so and only 67% of mystery shoppers could find the information in Belgium and Slovakia.

No mystery shoppers were able to find the terms and conditions related to their contract in Cyprus
and only 33% were able to do so in Bulgaria. In all other countries, at least 50% of mystery
shoppers found their terms and conditions.

Suppliers generally provide contact details for their customer service department, where
consumers can direct complaints and all mystery shoppers were able to find such contact details in
21 out of 27 countries. The exceptions were Germany, Luxembourg, the Netherlands, Poland,
Sweden and the United Kingdom but even in these countries at least 75% of mystery shoppers
found the contact details.
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Suppliers less frequently appear to provide consumers with contact details of third-parties who
can assist consumers with problems. In 15 Member States less than 50% of the mystery shoppers
were able to find contact details for third parties provided by the supplier. In Cyprus, Germany,
Luxembourg, Malta, Slovenia and Spain no mystery shoppers were able to find such details. In
contrast, all Estonian, Latvian and Slovakian mystery shoppers were able to find the information.
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Table 26: Access to specific pieces of information
Number of | Can find Can find Can find the = Canfind a Can find Information
companies the type the terms and customer contact index
included in of tariff payment conditions service details of an
exercise they are methods related to number to energy
on they can their complain mediator or
use contract to other third-
party
Country organisation
Austria 4 100% 80% 100% 100% 40% 0.84
Belgium 4 50% 67% 83% 100% 50% 0.70
Bulgaria 3 67% 100% 33% 100% 33% 0.67
Cyprus 1 100% 100% 0% 100% 0% 0.60
;Zizhbnc 3 100% 100% 100% 100% 33% 0.87
Denmark 10 100% 100% 100% 100% 90% 0.98
Estonia 4 100% 100% 80% 100% 100% 0.96
Finland 13 85% 46% 62% 100% 23% 0.63
France 3 100% 100% 100% 100% 75% 0.95
Germany 7 100% 75% 88% 88% 0% 0.70
Greece 2 100% 100% 100% 100% 50% 0.90
Hungary 4 100% 100% 100% 100% 75% 0.95
Ireland 3 100% 100% 69% 100% 54% 0.85
Italy 5 67% 83% 83% 100% 17% 0.70
Latvia 1 100% 100% 100% 100% 100% 1.00
Lithuania 2 50% 100% 100% 100% 50% 0.80
Luxembourg 4 75% 75% 50% 75% 0% 0.55
Malta 1 100% 100% 100% 100% 0% 0.80
Netherlands 3 80% 80% 80% 80% 40% 0.72
Poland 10 90% 90% 70% 80% 40% 0.74
Portugal 2 100% 100% 100% 100% 50% 0.90
Romania 4 100% 100% 86% 100% 43% 0.86
Slovakia 3 100% 67% 100% 100% 100% 0.93
Slovenia 6 83% 83% 100% 100% 0% 0.73
Spain 7 100% 100% 86% 100% 0% 0.77
Sweden 9 80% 100% 90% 90% 20% 0.76
LKJi':]';Z‘im 12 83% 94% 56% 83% 56% 0.74
EU-27 90% 90% 83% 94% 36% 0.78

Note: Bold indicates that at least 50% where able to access their account. The index is calculated as the average of the five information
components in this table. EU-27 average calculated using 2010 Eurostat population figures as weights.
Source: Mystery shopping scenario 5 undertaken by the ECME Consortium.

Overall, when these scores are combined into an aggregate index of the availability of specific
types of information, the results of the mystery shopping exercise suggest that suppliers provide
more information in Latvia than in any other country. However, in Latvia, only one supplier was
included in the mystery shopping exercise and this supplier provided all the pieces of information
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mystery shoppers were asked to look for. The scores for Greece, Portugal, Slovakia, France,
Hungary, Estonia and Denmark are all above 0.9 which means that mystery shoppers where able
to find the information in at least 90% of the cases.

Although mystery shoppers in all Member States were able to find the information they were
looking for in more than 50% of the cases, the specific pieces of information detailed in Table 3 are
less easily available in some Member States than in others. In particular, information is relatively
hard to find in Luxembourg, Cyprus, Finland and Bulgaria where mystery shoppers found the
requested information in less than 70% of the cases.

Figure 105: Availability of specific pieces of information
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Note: One mystery shopping exercise was undertaken for each of the main suppliers. The index is calculated as the average of the five
information components in Table 26. EU-27 average calculated using 2010 Eurostat population figures as weights.
Source: Mystery shopping scenario 5 undertaken by the ECME Consortium.

4.5.2 Understanding information provided by suppliers

Consumers may also have difficulty understanding the information provided by suppliers and this
might explain why consumers do not feel well informed about the electricity market.

Clarity of information provided on the electricity bill

Consumers across the EU, on average, rate the extent to which bills are clear and easy to
understand at 7.1 on a scale from 0 to 10, where 10 represents the highest level of clarity of bills
(Figure 106). This suggests that overall in the EU there is room for improvement of the clarity of
electricity bills. The average rating ranges from 5.3 in Bulgaria to an average score in Latvia of 8.6.

With respect to their ability to understand their bill, consumers across the EU, on average, rate
this at approximately the same level (7.2 on the 10-point scale). Consumers in Latvia and Lithuania
are the most confident that they understand their electricity bill (Figure 106) and the reason might
be that consumers in these countries receive no bills in the same sense as consumers in other
Member States. Instead consumers in Latvia and Lithuania pay based on actual meter readings
they make themselves. The fact that consumers are more involved in the process may mean that
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transparency in the billing process is also higher. Hungarian and Bulgarian consumers on the other
hand are least confident that they understand the information provided on their electricity bill.

Figure 106: Understanding the electricity bill
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Note: Based on Q12.4: Agreement with statement: Bills of (name of supplier) are clear and easy to understand and Q3.3: Agreement
with the statement: | understand the information provided on my electricity bill. EU-27 average calculated using 2010 Eurostat
population figures as weights.

Source: ECME Consortium analysis of data from general consumer survey

Interestingly, stakeholders are generally more pessimistic than consumers about the ability of
consumers to understand electricity bills. This may be either because stakeholders are overly
pessimistic or because consumers overestimate their own ability to understand the information
provided on the electricity bill. Stakeholders’ views may be influenced by the fact that they mainly
deal with enquires or complaints when consumers do not understand the information.

On the other hand, electricity industry associations in Austria, Germany and the United Kingdom
report a better understanding of electricity bills by consumers than the latter do. We note that it is
unfortunate if the industry views the situation in the market in a more positive light than what is
the case, because this may imply that the industry is unable to identify areas where conditions for
consumers could be improved.

The consumer protection authority in Latvia and the consumer association in Romania also provide
higher ratings of consumers’ ability to understand their bills than consumers themselves.
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Figure 107: Stakeholder views on whether consumers undertand electricity bills
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Note: Agreement with statement: In your opinion, do consumers understand the information provided on the electricity bill?
Source: ECME Consortium stakeholder surveys

Clarity of other information provided by the suppliers

Respondents to the general consumer survey were also asked to rate the clarity of information
provided in the contract with their supplier and the clarity of tariff information on the 10-point
scale.

Although consumers on average indicated some agreement with the statements: ‘The information
in my contract with my supplier is clear complete and easy to understand’, and ‘Tariffs of my
supplier are clear and easy to understand’, there is also room for improvement in the clarity of
information in this respect. Most notably in Bulgaria, Malta and Spain, consumers find contact and
tariff information relatively unclear and difficult to understand (Figure 108 and Figure 109).

Overall the evidence suggests that consumers are generally not kept regularly informed by the
suppliers. Instead consumers have to actively seek the information they need from websites etc.
Furthermore, the information provided by suppliers on electricity bills, in contract terms and
about tariffs could be clearer and easier for consumers to understand. All these factors are likely
to contribute to the fact that consumers do not feel particularly well-informed about the
electricity market.
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Figure 108: Clarity of contract terms ‘
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Note: Based on Q9.3: Agreement with statement: The information in my contract with (name of supplier) is clear, complete and easy to
understand. EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: ECME Consortium general consumer survey

Figure 109: Clarity of tairff information
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Source: ECME Consortium general consumer survey
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4.6 Availability and quality of assistance

Having analysed the availability and quality of information provided by suppliers, this section
analyses the availability and quality of additional assistance provided by suppliers, for example, in
relation to billing, energy consumption and contract terms and conditions.

Consumers in some Member States contact their suppliers to ask for assistance or additional
information. In particular, 61% of consumers in Malta, 57% of British consumers and 52% of
Romanian consumers have contacted their supplier in the last year regarding one or more of the
following issues:

m Their electricity consumption.

m Their tariff.

m Their electricity bill.

m The energy source of electricity they use.
m Their terms and conditions.

m  Power interruptions.

m  Other connection issues.

In contrast, less than 30% of consumers have contacted their supplier about any of these issues in
Slovenia, Denmark and Austria (Figure 110). Across the EU, 41% of consumers have contacted their
supplier for assistance within the last 12 months.

Figure 110: Percentage of consumers who have contacted their supplier in the last 12 months
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Note: Based on Q5a: In the past 12 months have you contacted your electricity provider concerning any of the following issues? EU-27
average calculated using 2010 Eurostat population figures as weights.
Source: ECME Consortium general consumer survey

There is a clear tendency that respondents who have experienced a problem within the last 2
years are more likely to have contacted their supplier for assistance. Respondents who complained
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about the problem are also more likely to also have contacted their supplier for assistance.
However, we note even among respondents who have not experienced a problem in the last 2
years that 35% have contacted their supplier for assistance.

It should be noted that assistance is a broader concept than complaint handling which is discussed
in further detail in Chapter 6 on problems, complaints and complaint handling. Assistance not only
entails responding to complaints but also responding to questions and requests for information.

Figure 111: Percentage of consumers who asked for assistance by complaint behaviour
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Source: ECME Consortium general consumer survey

Consumers in Malta mostly contacted their supplier regarding power interruptions. This was the
case for 41% of consumers in Malta. Consumers in Bulgaria, Cyprus, Estonia, Greece, Latvia and
Romania also mostly contacted their supplier about power interruptions and, in these Member
States, at least 24% of consumers contacted suppliers about power interruptions in the last year.
In comparison, less than 5% of German and Slovenian consumers contacted their supplier about
power interruptions within the last year.

Consumers also frequently contact their suppliers for assistance regarding their electricity
consumption, their tariff or their electricity bill. Most notably 34% of consumers in the United
Kingdom have contacted their supplier about billing within last year, 29% have contacted their
supplier about their electricity consumption and 25% have contacted their supplier about their
tariff. A large percentage of consumers in Spain, Malta, Portugal, Romania, Luxembourg and
Germany have also contacted their suppliers about one of these issues in the past year.

In comparison, consumers only rarely contact their supplier regarding the source of their energy,
the terms and conditions or connection issues.
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Figure 112: Percentage of consumers who have contacted their supplier within the last 12
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Source: ECME Consortium general consumer survey

4.6.1 Availability of assistance

Consumers who would like assistance may be discouraged from contacting their supplier if
assistance is not easily available to them. This may, for example, be the case if it is very costly to
contact suppliers or if it is difficult to reach the suppliers. In this section we consider these two
issues.
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Cost of contacting suppliers

The mystery shopping exercises suggest that some suppliers provide only a free phone number
that consumers can call; other suppliers provide only a paying phone number for consumers; and
some suppliers provide both a paying and a free phone number. Furthermore, in some cases
suppliers apparently provide neither. For example in Sweden 60% of mystery shoppers indicated
that they could not identify a paying or a free phone line. However, although mystery shoppers
were unable to find a phone number, they may provide other contact details such as e-mail, chat,
or postal address.

Generally, suppliers provide a paying phone number. This is the case for all suppliers in Belgium,
Cyprus, the Czech Republic, France, Greece, Hungary, Lithuania, the Netherlands, Portugal,
Romania, Slovakia and Spain. However, the cost of calling the phone number is not always clearly
indicated. In particular, in Denmark, Cyprus, Hungary, Italy, Slovenia, Spain and Sweden no
suppliers clearly indicated the cost associated with calling the paying phone number. On the other
hand the costs were always clearly indicated in Austria, Bulgaria, the Netherlands and Portugal.

In Romania and Austria the cost of calling the paying phone number was typically clearly indicated
and there was no additional cost associated with making a call to the paying phone number on top
of the usual costs of phone calls. Mystery shoppers in a number of other Member States, on
average, also indicated that there were no additional costs associated with making the call.
However, in all of these cases the cost was not always clearly indicated by the supplier.

The average additional costs per minute associated with calling suppliers’ paying phone numbers
vary considerably. As mentioned above, there were no additional costs in some countries while
the additional costs in Germany on average were €0.53 per minute. The results of the mystery
shopping exercise show that there is a high level of variation in the additional costs of calling
suppliers within Germany (for example the standard deviation of the additional costs is 0.66°).
The average additional costs associated with calling the paying phone line were also quite high in
Ireland, Lithuania, Luxembourg, Poland and the United Kingdom.

® The standard deviation is a statistical measure of data variation which indicates how much a data series varies from the average. A
low standard deviation indicates that all data points are very close to the average and hence that there is little variation in the data,
whereas a high standard deviation indicates that the data is spread out over a large range of values.

ECME Consortium
186 The functioning of retail electricity markets for consumers in the European Union



4 | Consumer views on the functioning of the retail electricity market

Table 27:  Availability of phone numbers and costs
The cost Additional phone costs
Supplier has = Supplier has | Share with involved in for a call to the client
afree a paying neither a contacting the centre (in € per
phone phone line free or client centre is minute)*
number for for paying indicated Standard
Country customers customers phone line clearly* Mean Deviation
Austria 80% 20% 20% 100% 0.00
Belgium 0% 100% 0% 17%
Bulgaria 33% 67% 0% 100% :
Cyprus 0% 100% 0% 0% 0.00 :
Czech Republic 33% 100% 0% 33% 0.08 0.11
Denmark 90% 10% 0% 0%
Estonia 40% 60% 0% 67%
Finland 46% 54% 15% 71% 0.01 0.01
France 25% 100% 0% 50% : :
Germany 75% 38% 0% 67% 0.53 0.66
Greece 0% 100% 0% 50% 0.03 0.00
Hungary 25% 100% 0% 0% 0.00 0.00
Ireland 0% 85% 15% 27% 0.16 0.24
Italy 100% 50% 0% 0%
Latvia 100% 0% 0% n.a. n.a. n.a.
Lithuania 50% 100% 0% 50% 0.25 0.15
Luxembourg 50% 50% 25% 50% 0.37
Malta 100% 0% 0% n.a. n.a. n.a.
Netherlands 40% 100% 0% 100% 0.05 0.06
Poland 20% 90% 10% 33% 0.19 0.26
Portugal 100% 100% 0% 100%
Romania 0% 100% 0% 86% 0.00 0.00
Slovakia 67% 100% 0% 67% :
Slovenia 67% 17% 14% 0% 0.00 :
Spain 57% 100% 0% 0% 0.00 0.00
Sweden 30% 10% 60% 0% 0.00 :
United Kingdom 44% 61% 0% 27% 0.17 0.38
EU-27 50% 72% 0% 40% 0.20

Note: *only based on responses from those mystery shoppers who indicated that there was a paying phone number. EU-27 average

calculated using 2010 Eurostat population figures as weights.

Source: Mystery shopping scenario 5 undertaken by the ECME Consortium.

Reaching the suppliers

The results of the general consumer survey show that consumers who have contacted their
supplier for assistance within the last 12 months generally, but not always, respond that they are
able to reach their suppliers when needed (Figure 113). In particular, on a scale from 0 (totally
disagree) to 10 (totally agree) of agreement with the statement ‘My supplier can always be
reached when needed’, consumers across the EU rate the ability to reach suppliers at 7.2.
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Consumers in Austria and Germany find it relatively easy to reach their suppliers and respondents
provided an average score of 8.5. In comparison, consumers in Bulgaria, Malta and Spain indicate
that it is quite difficult for them to reach their supplier when they need to. Recalling that Maltese
consumers most frequently ask for assistance, it is worth noting that Maltese consumers
apparently are not deterred from asking for assistance despite the difficulties associated with
reaching their suppliers.

Figure 113: Ability to reach suppliers when needed
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Note: Based on Q10.5 and responses from respondents who had contacted supplier for assistance: Agreement with statement: (Name
of supplier) can always be reached when needed. EU-27 average calculated using 2010 Eurostat population figures as weights.
Source: ECME Consortium general consumer survey

The views of stakeholders are generally well in line with those of consumers when it comes to the
availability of assistance (Figure 114). However, the regulator in Bulgaria is much more optimistic
about the ability to reach suppliers than consumers. The regulators in Latvia and Spain, on the
other hand, are much more pessimistic about the availability of assistance than consumers.

Consumer associations in Spain indicate that it is easier to reach the supplier than reported by
both consumers and the regulator. Similar conclusions hold for Hungary and Ireland. In Denmark,
Greece and Slovakia the situation is the reverse and consumer associations are more pessimistic
about the ability of consumers to reach suppliers than consumers themselves.
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Figure 114: Stakeholder views of the ability to reach suppliers when needed
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The mystery shopping exercises to some extent confirm these findings. Hungarian, Maltese and
Italian mystery shoppers where less able to get in touch with their suppliers than mystery
shoppers in other countries (85% or less got in contact with their supplier compared to 94%
overall). However, the exercises also showed that consumers in all Member States were generally
able to reach their suppliers; 95% and 99% of Bulgarian and Spanish mystery shoppers where able
to reach their supplier although consumers in the survey indicated that this was not always easy.

The mystery shopping exercises also show that consumers are usually able to get in contact with
existing as well as alternative suppliers and on average it requires 1 or 2 attempts to get in contact
with the suppliers (Table 28). In Austria, Denmark, Ireland, and the United Kingdom it required
more attempts by mystery shoppers to get in touch with alternative suppliers than with existing
suppliers. In all other Member States, it required fewer attempts to get in touch with alternative
suppliers than with existing suppliers. On average, it required more than 2 attempts to get in touch
with existing suppliers in Romania, Malta, Poland and Cyprus.

Overall it does not seem very difficult for consumers to get in touch with suppliers; whether it is
their existing supplier or alternative suppliers.
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Table 28:  Ability to get in contact with supplier and number of trials

Country Able to get in contact with someone? Number of trials
Existing suppliers Alternative Existing suppliers Alternative
suppliers suppliers

Austria 97% 88% 1.25 1.28
Belgium 93% 96% 1.53 1.37
Bulgaria 95% n.a. 1.42 n.a.
Cyprus 99% n.a. 2.04 n.a.
Czech Republic 96% 100% 1.20 1.05
Denmark 89% 92% 1.09 1.11
Estonia 91% n.a. 1.52 n.a.
Finland 93% 95% 1.32 1.03
France 95% 92% 1.71 1.08
Germany 96% 100% 1.36 1.25
Greece 100% n.a. 1.71 n.a.
Hungary 85% 86% 1.78 1.52
Ireland 94% 71% 1.22 1.50
Italy 83% 72% 1.56 1.53
Latvia 100% n.a. 1.47 n.a.
Lithuania 99% n.a. 1.26 n.a.
Luxembourg 99% 98% 1.33 1.33
Malta 85% n.a. 2.08 n.a.
Netherlands 92% 88% 134 1.22
Poland 96% 98% 2.09 1.15
Portugal 87% 74% 1.33 1.17
Romania 100% n.a. 2.22 n.a.
Slovakia 95% 96% 1.25 1.19
Slovenia 94% 100% 1.55 1.39
Spain 99% 56% 1.38 1.25
Sweden 94% 96% 1.15 n.a.
United Kingdom 95% 60% 1.26 1.29
Total 94% 83% 1.52 1.26

Note: Estimates for alternative suppliers are based an average of all alternative suppliers contacted in scenario 1. Estimates for existing
suppliers are based on scenarios 2 to 5. Scenario 1 was not applicable to mystery shoppers in Bulgaria, Cyprus, Estonia, Greece, Latvia,
Lithuania, Malta and Romania. Figures in bold indicate that the alternative supplier performs poorer on this dimension than the existing
supplier. EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: ECME Consortium mystery shopping exercises.

4.6.2 Quality of assistance

Although consumers are able to reach their suppliers this does not necessarily imply that they
receive high quality assistance. This section considers the quality of information provided to
consumers in relation to:

m Billing

m Electricity consumption
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m Terms and conditions

m Power interruptions and other connection issues
Billing

When asked in the consumer survey how satisfied they were with the assistance they received in
regard to bills and tariffs, consumers indicate that the responses they received from suppliers did
not fully “live up” to what they wanted. On a scale from 0 (not at all) to 10 (fully), average ratings
in all countries are less than 7.6 for tariff enquiries and 8.1 for billing enquiries. Consumers in
Bulgaria, Malta, Spain and Italy are least satisfied with the assistance provided.

It should be noted that these results may also capture differences in the ability of suppliers to
resolve complaints in a satisfactory way. If suppliers are not able to provide adequate assistance,
or explanations, an enquiry may develop into a complaint, and, in such cases, it is likely that the
customer will by relatively unhappy with the assistance provided. Chapter 4 on billing and
payment discusses problems related to billing in further details.

Figure 115: Satisfaction with assistance
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Note: Based on Q5b: To what extent would you say that the assistance/information you received lived up to what you wanted?
Percentage of consumers who have contacted their supplier for assistance in these areas. It should be noted that, since this question is
not based on the full sample the statistical significance of the results is reduced.

EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: ECME Consortium general consumer survey

Further evidence was collected in one of the mystery shopping scenarios which focused
specifically on assistance provided by suppliers in relation to billing. The mystery shoppers were
instructed to ask specific questions about their electricity bill and there was considerable variation
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in how long it took for suppliers to provide answers to all the questions; both within Member
States and between Member States.

For example, it took the Maltese supplier 5.4 days on average to provide answers and Portuguese
suppliers on average took 3.5 days to provide answers. Suppliers in Bulgaria, Germany, Greece, the
Netherlands, and Romania also needed, on average, more than 2 days in order to provide all the
answers. In comparison the Hungarian suppliers were on average able to provide answers to all
the questions in just 24 minutes (0.01 days) and the Spanish, Swedish, Czech, and Irish suppliers
were also able to provide the answers in less than 0.1 days (or equivalently in less than 2.4 hours).

It is worth noting that there was a large variation in the time required to get the answers in
countries like Malta, the Netherlands and Portugal. In contrast, Spanish suppliers provided fast
responses in almost all cases.
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Table 29: Billing explanations: time to answer the questions

How long did it take to obtain the answer to all questions?

Country Mean (in days) Standard Deviation
Austria 1.64 3.405
Belgium 0.82 2.325
Bulgaria 2.56 2.166
Cyprus 0.45 2.070
Czech Republic 0.06 0.086
Denmark 0.18 0.361
Estonia 0.20 0.281
Finland 1.81 3.287
France 0.46 1.181
Germany 2.50 3.964
Greece 2.16 2.797
Hungary 0.01 0.018
Ireland 0.07 0.171
Italy 1.35 2.727
Latvia 1.46 1.957
Lithuania 0.41 0.632
Luxembourg 2.56 2.519
Malta 5.41 4.441
Netherlands 2.98 4.404
Poland 0.44 0.651
Portugal 3.46 4,945
Romania 2.36 0.033
Slovakia 1.17 2.087
Slovenia 1.20 2.657
Spain 0.04 0.006
Sweden 0.04 0.077
United Kingdom 0.16 0.609
EU-27 1.15

Note: EU-27 average calculated using 2010 Eurostat population figures as weights.
Source: Mystery shopping scenario 3 undertaken by the ECME Consortium.

It is worth noticing that in response to their questions about information on their electricity bill
almost 2 in 5 mystery shoppers across the EU were proposed customised advice based on their
consumption pattern and 1 in 5 mystery shoppers across the EU were spontaneously offered a
cheaper tariff by their supplier. This suggests that there are generally cheaper offers available to
consumers.

Being offered a cheaper deal was particularly common for mystery shoppers in the United
Kingdom (38%), Germany (28%) and Italy (27%). In comparison no mystery shoppers in Malta were
spontaneously offered a cheaper tariff in response to their billing questions.
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Table 30: Additional advice provided in response to billing questions

Was offered a cheaper deal Was proposed customised advice based
Country spontaneously on consumption pattern
Austria 22% 34%
Belgium 21% 19%
Bulgaria 0% 35%
Cyprus 7% 5%
Czech Republic 20% 38%
Denmark 4% 20%
Estonia 17% 54%
Finland 10% 29%
France 12% 46%
Germany 28% 32%
Greece 10% 26%
Hungary 6% 10%
Ireland 10% 44%
Italy 27% 57%
Latvia 8% 39%
Lithuania 14% 33%
Luxembourg 10% 40%
Malta 0% 18%
Netherlands 20% 32%
Poland 16% 40%
Portugal 13% 17%
Romania 16% 50%
Slovakia 4% 37%
Slovenia 12% 29%
Spain 6% 35%
Sweden 12% 18%
United Kingdom 38% 46%
Total 20% 39%

Note: EU-27 average calculated using 2010 Eurostat population figures as weights.
Source: Mystery shopping scenario 3 undertaken by the ECME Consortium.

Electricity consumption

Consumers also do not appear to be particularly satisfied with the assistance they receive in
response to inquiries about electricity consumption or which energy sources their electivity is
produced from. On a scale from 0 to 10, where 10 represents a response that fully lives up to what
consumers want, the average ratings for assistance related to energy consumption ranges from
3.4 to 7.8. Consumers in France, Latvia and Slovakia are most satisfied with average scores
between 7.4 and 7.8. At the other extreme, consumers in Bulgaria, Spain, Malta, Greece, Italy and
Cyprus are least satisfied with the assistance provided and average scores on the 10-point scale
are below 6.
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With respect to assistance related to enquiries about the energy source, average satisfaction
scores are in the same order of magnitude although the ranking of the countries is somewhat
different. With average scores below 6 in Lithuania, Malta, Bulgaria, Greece, the United Kingdom,
Slovakia, Slovenia, Estonia and Hungary, consumers in these countries are the least satisfied. On
the other hand, consumers in Poland are most satisfied with the assistance they receive and the
average score for Poland on this parameter is 8.8.

Figure 116: Satisfaction with assistance about electricity consumption
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Source: ECME Consortium general consumer survey

Consumers may be more satisfied if they are offered personalised assistance by suppliers. Mystery
shoppers were instructed to contact their supplier asking for advice on how to reduce the amount
they pay for electricity, and the exercise showed that client services sometimes try to personalise
the assistance they provide either by asking for personal information which allows them to
understand the needs of the consumer better or by accessing the consumer profile in their
consumer information system during the conversation. Across the EU suppliers asked for personal
information to better understand needs in about half of the cases and 78% of mystery shoppers
reported that the client service could access their profile during the conversation.

The extent to which suppliers ask for personal information to better understand needs varied from
84% of case in France and 89% of cases in Latvia, to 27% and 28% in Spain and the United Kingdom
respectively.

It is generally more common for suppliers to access the consumer profile in their consumer
information system during the conversation. This may also allow the client service to provide
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personalised assistance. In more than 50% of cases, in all Member States, client services accessed
the consumer profile during the conversation. These figures range from 51% in Slovenia to 98% in

Latvia.

Table 31: Efforts to provide personalised service

Asked personal information to

Client service could access the consumer

Country better understand needs profile live during conversation
Austria 60% 74%
Belgium 44% 73%
Bulgaria 56% 84%
Cyprus 50% 59%
Czech Republic 67% 61%
Denmark 66% 76%
Estonia 61% 94%
Finland 62% 87%
France 84% 82%
Germany 46% 82%
Greece 34% 52%
Hungary 53% 84%
Ireland 35% 89%
Italy 60% 71%
Latvia 89% 98%
Lithuania 44% 76%
Luxembourg 44% 60%
Malta 50% 64%
Netherlands 50% 74%
Poland 62% 72%
Portugal 40% 62%
Romania 32% 82%
Slovakia 67% 86%
Slovenia 40% 51%
Spain 27% 75%
Sweden 48% 60%
United Kingdom 28% 89%
EU-27 51% 78%

Note: EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: Mystery shopping scenario 4 undertaken by the ECME Consortium

Terms and conditions

There is a large variation in the extent to which consumers are satisfied with assistance provided in
relation to terms and conditions. In particular, on a scale from 0 to 10 where 10 represents full
satisfaction, the average scores for the Member States range from just 3.2 in Malta and 4.1 in
Bulgaria to 8.4 in Cyprus.
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It should be pointed out that the level of satisfaction with terms and conditions may not only
depend on the quality of assistance provided, but also on the fairness of the terms and conditions
in the contracts between suppliers and consumers.

Figure 117: Satisfaction with assistance in relation to terms and conditions
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Note: Based on Q5b: To what extent would you say that the assistance/information you received lived up to what you wanted?
Percentage of consumers who have contacted their supplier for assistance in these areas. It should be noted that, since this question is
not based on the full sample the statistical significance of the results is reduced.

EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: ECME Consortium general consumer survey

One of the mystery shopping exercises provides further insights into the quality of assistance
provided in relation to terms and conditions. Mystery shoppers contacted suppliers to ask for
information about the termination policy. In most cases, mystery shoppers received a clear answer
(overall, this was the case in 76% of the cases) and the answers provided were generally consistent
with the terms and conditions (overall, this was the case in 80% of the cases, see Table 32).

It is worth noting that 96% of consumers in Luxembourg received a clear answer and the answer
provided to 94% of the consumers was consistent with the terms and conditions. This might
explain why consumers in Luxembourg appear to be relatively satisfied with the assistance they
receive regarding terms and conditions (provided that the terms and conditions are perceived by
the consumer to be fair).

At the other end of the scale, only 38% of mystery shoppers in Hungary received a clear answer,
and the answer was only consistent with the terms and conditions in 54% of cases. This may
explain why Hungarian consumers are among those who are least satisfied with assistance related
to terms and conditions.
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It should also be mentioned that the mystery shopping exercise was not undertaken in a number
of Member States including Malta, Bulgaria, Greece and Cyprus because supplier switching in
these countries is limited or not possible.

Table 32: Termination policy

Received a clear answer on Answer was consistent with general terms
Country termination policy and conditions of the contract
Austria 88% 96%
Belgium 76% 74%
Czech Republic 84% 90%
Denmark 80% 78%
Finland 80% 86%
France 76% 82%
Germany 74% 76%
Hungary 38% 54%
Ireland 94% 94%
Italy 78% 76%
Luxembourg 96% 94%
Netherlands 80% 68%
Poland 64% 74%
Portugal 62% 65%
Slovakia 72% 82%
Slovenia 84% 80%
Spain 66% 84%
Sweden 86% 94%
United Kingdom 91% 89%
EU-27 76% 80%

Note: This mystery shopping exercise was not undertaken in Bulgaria, Cyprus, Estonia, Latvia, Lithuania, Malta and Romania. EU-27
average calculated using 2010 Eurostat population figures as weights.
Source: ECME mystery shopping exercise 2

The mystery shopping exercise also shows that mystery shoppers obtained an answer much faster
if they asked the questions over the phone than if they raised the questions in an email (Table 33).
On average in the EU-27, it took mystery shoppers approximately 0.2 hours to receive an answer
over the phone and 42 hours to receive an answer via e-mail. There was large variation in the
numbers across countries and within countries.

[ ] For example, Hungarian mystery shoppers had to make between 2 and 3 phone calls to
get an answer and the standard deviation was 3.96 suggesting that some mystery
shoppers had to make many more calls before getting an answer. Mystery shoppers in
Hungary also had to wait longer for an answer via email than mystery shoppers in any
other country (162 hours on average).

[ ] In comparison consumers in France only had to wait for 5 hours on average to get a
response by e-mail.
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Table 33: Ease of making contact and getting an answer to switching questions

Number of emails

Number of calls Time to receive the sent before Time to receive
before obtaining the | answer on the phone obtaining the the answer by
answer (hours)* answer email (hours)*
Standard Standard Standard Standard
Country Mean deviation Mean deviation Mean | deviation Mean | deviation
Austria 1.33 0.64 0.11 0.20 1.42 0.90 16.11 25.62
Belgium 1.34 0.83 0.24 0.90 2.67 2.57 17.77 32.89
Czech Republic 1.26 0.51 0.09 0.19 1.38 0.80 40.68 36.40
Denmark 1.14 0.36 0.08 0.21 1.10 0.30 19.87 28.89
Finland 1.04 0.79 0.27 1.03 1.24 0.52 24.64 52.19
France 2.46 4.00 0.36 1.04 1.05 0.97 4.96 12.34
Germany 1.15 0.37 0.12 0.10 1.14 0.36 75.12 77.35
Hungary 2.82 3.96 0.15 0.15 1.39 0.57 161.9 62.64
Ireland 1.09 0.28 0.16 0.59 1.50 0.84 48.00 33.94
Italy 1.68 0.94 0.12 0.18 1.58 1.54 60.27 68.00
Luxembourg 1.25 0.53 0.10 0.21 1.07 0.26 19.05 27.21
Netherlands 1.11 0.31 0.06 0.04 1.71 2.20 27.91 34.75
Poland 2.09 2.81 0.48 2.09 1.25 0.64 34.77 36.68
Portugal 0.33 0.68 0.05 0.06 1.54 0.83 43.80 35.81
Slovakia 1.13 0.43 0.04 0.05 1.68 1.96 51.89 39.51
Slovenia 1.76 1.71 0.20 0.85 1.62 1.07 28.83 26.25
Spain 1.34 0.63 0.35 1.48 . . . .
Sweden 0.91 0.29 1.22 3.35 4.89 8.02 5.96 8.99
United
Kingdom 1.14 0.40 0.07 0.12 1.17 0.41 25.80 21.80
EU-27 1.53 : 0.22 : 1.40 : 42.29

Note: ™ Calculated based only on responses from those who said that they had received an answer to their questions.

Approximately 50 mystery shopping exercises were undertaken per Member State. EU-27 average calculated as a weighted average
using 2010 Eurostat figures as weights. This mystery shopping exercise was not undertaken in Estonia, Latvia, Lithuania, Bulgaria,
Cyprus, Greece, and Romania.

Source: ECME Consortium analysis of data from mystery shopping exercises.

Other areas

Consumers who require assistance in relation to power interruptions or connection issues are also
not very satisfied with the assistance they receive. For power interruptions the average rating on a
0 to 10 point scale, where 10 represents full satisfaction, is between 3.8 and 7.7. Consumers in
Spain, Malta and Bulgaria are considerably less satisfied than consumers in other Member States
(average scores below 5). Consumers in Greece and Romania also provide average scores below 6.
Consumers in Cyprus, Denmark and the Netherlands are those most satisfied with the assistance
they receive in relation to power interruptions. As discussed in Chapter 6 problems related to
power interruptions are common and perceived a relatively serious by consumers in some
countries, in particular in Malta, Portugal, Romania and Greece, while not being a problem in other
countries (Germany and the Netherlands).
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Bulgarian, Maltese and Spanish consumers are also the least satisfied with assistance related to
connection issues. It is also worth noting that consumers in Austria and Germany are relatively
dissatisfied with assistance in relation to connection issues. Consumers in Hungary, Sweden and
Slovakia are most satisfied with the assistance they receive.

Figure 118: Satisfaction with assistance related to power interuptions or connection issues
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Note: Based on Q5b: To what extent would you say that the assistance/information you received lived up to what you wanted?
Percentage of consumers who have contacted their supplier for assistance in these areas. It should be noted that, since this question is
not based on the full sample the statistical significance of the results is reduced.

EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: ECME Consortium general consumer survey

4.7 Attitudes to energy consumption and energy products

Having discussed consumer satisfaction, consumer awareness and consumer experiences in retail
electricity markets, this section analyses consumer attitude towards energy consumption.

Attitudes may be deduced from actions taken by consumers to reduce energy consumption.
Evidence from the consumer survey suggests that 79% of consumers across the EU have actively
tried to reduce energy consumption within the last year (Figure 119).

In Malta 95% of consumers tried to reduce energy consumption and this is a higher share than in
any other Member State. In contrast only 68% of French consumers tried to reduce energy
consumption last year.

ECME Consortium
200 The functioning of retail electricity markets for consumers in the European Union



4 | Consumer views on the functioning of the retail electricity market

Figure 119: Percentage who have tried to reduce electricity consumption in the last 12 months

£ 100 - e cgE
g 90
1S5
87
3 g1 82 83 83 83 84 84 85 85 86 80
g 46787979 79 80 80
o 8Oy A 7575 75T =
< 68
=
2
a
E 60~
2
g
@
S
B
*é40*'
o
2
o 20+
g
o
g
[
a
0
YIS ID2T I SETXTS LIS EQLETSTY 2L
S552363883388s2s523858232¢63868¢
L3~ s88586230 EL£58252535”35085
2o 7] 38 i~ 8 Egxo0pa »n o T
[ el =
z 3 2 g
c N
=) (6]

Note: Based on Q6: In the last 12 months have you tried to reduce your electricity consumption at home?

Percentage of consumers who have contacted their supplier for assistance in these areas. It should be noted that, since this question is
not based on the full sample the statistical significance of the results is reduced.

EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: ECME Consumer survey

Consumers may be motivated to reduce electricity consumption for general environmental
reasons or because the price that the consumer faces is high relative to the general price level.
Figure 120 shows that price matters as on average a larger share of consumers try to reduce
consumption in countries where the total price of electricity (including taxes) was high in the
second half of 2009.
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Figure 120: Scatter plot of percentage trying to reduce consumption and the average total

electricity price in PPS in 2009S2
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Note: The total electricity price is the price in PPP for 2009s2 with all taxes included for band DC: 2 500 kWh < Consumption < 5 000
kWh. The price for Belgium is from 2008.
Source: EMCE based on data from Eurostat and the consumer survey

According to the results of the consumer survey, most consumers who tried to reduce
consumption have tried to save electricity by switching off lights (92% across the EU) and
appliances (82% across the EU) or by purchasing energy saving light bulbs (84% across the EU). This
conclusion holds across all EU Member States (Figure 121) and probably reflects the fact that
these behavioural changes are relatively easy to implement and involve relatively little effort and
costs.

Slightly fewer consumers have tried to reduce electricity consumption by reducing stand-by time
for appliances or purchasing energy efficient appliances. This may be because slightly more effort
and costs are involved with these activities. However, despite the slightly higher costs, 73% and
58% of consumers respectively across the EU have undertaken these activities within the last 12
months.

When it comes to big investments associated with home insulation and renewal of electric wiring,
fewer respondents overall indicate that they have tried to reduce electricity consumption through
these means within the last 12 month. This may both be because the costs involved are high and
because these methods are longer term investments that do not require ongoing activity by
consumers. In particular, 25% of consumers in the EU have had their home insulated and 14% have
had their home rewired in the last 12 months. Nevertheless, it is worth noting that the share of
consumers who have had their home insulated within the last 12 months is actually quite high in
some countries. In particular, 56%, 51% and 45% of consumers in Estonia, Bulgaria and Romania
respectively have had their home insulated within the last year. In Austria, Belgium, Cyprus, the
Czech Republic, France, Ireland, Lithuania, Poland, Slovakia, Spain and the United Kingdom the
figures are also above 25%. This suggests that consumers are actually quite serious about reducing
energy consumption.
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Figure 121: Energy saving activities undertaken by consumers
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Note: Based on Q7a: What have you done to reduce your electricity consumption at home in the last 12 months. Percentage of
consumers who tried to reduce electricity consumption. It should be noted that, since this question is not based on the full sample the
statistical significance of the results is reduced. The relevant sample size i.e. the number of consumers who have tried to reduce
electricity consumption in the last 12 months is provided in Table 123. In all countries the relevant sample size for this question is more
than 340 respondents.

EU-27 average calculated using 2010 Eurostat population figures as weights.

Source: EMCE Consortium based on data from the consumer survey

Energy efficient light bulbs and appliances, and reduction of the time that light and appliances are
on or on stand-by are generally perceived to be quite useful tools for reducing electricity
consumption. In comparison, consumers in the different Member States generally are of the view
that new wiring is much less useful in terms of reducing electricity consumption.

The extent to which consumers think that home insulation is useful varies. This is not surprising as
home insulation would mainly be expected to be effective in reducing electricity consumption if
consumers use electricity for heating, and the extent to which electricity for heating is used,
varies.

It is worth noticing that consumers in some countries generally rate the usefulness of the different
energy saving activities much lower than in other countries. Most notably, consumers in Finland
are much more pessimistic about the usefulness of the different activities than, for example,
consumers in the United Kingdom and Ireland.
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Figure 122: Percieved usefulness of energy saving activities in terms of reducing electricity
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Note: Based on Q7b: Which of the following do you think would be most useful to reduce electricity consumption? Multiple answers
allowed. EU-27 average calculated using 2010 Eurostat population figures as weights. Percentage of consumers who did not try to
reduce electricity consumption. It should be noted that, since this question is not based on the full sample the statistical significance of
the results is reduced. The number of consumers who have tried to reduce electricity consumption in the last 12 months is provided in
Table 123. In Malta the relevant sample for this question is less than 50 respondents.

Source: EMCE based on data from Eurostat and the consumer survey
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5 Billing and payment

5.1 Background

In most Member States, billing is regulated and, in many the regulator is responsible for
enforcement of the regulation (see Annex 1 providing an overview of the regulatory environment).
In many cases, the regulations aim to make the bill more transparent and understandable. In some
case, the regulation is very prescriptive in terms of what information the bill must provide.

The frequency at which bills are to be sent to consumers also varies. Some Member States require
monthly billing while other Member States only require annual billing.

In addition to the Member State level regulation, the Second Citizens Energy Forum (London, 29-
30 September 2009) endorsed billing recommendations developed by the European Commission.
The recommendations include a specific list of items to be included in bills.

The present chapter focuses on:
[ | Billing and payment practices
[ | The information provided in the electricity bill
[ | The information provided in the reconciliation bill
[ | How easy it is for consumers to obtain information about their account

[ ] The types of billing and payment problems encountered by consumers

5.2 Billing and payment practices

The key billing and payment practices for which information was sought in the follow-up on
consumer survey on billing and payment relate to:

[ | The mean by which the bill is sent to the consumer
[ | The frequency of the billing

[ ] The use of estimated versus actual consumption in the billing and the frequency of the
reconciliation bill,

[ ] The modes that consumer can use to effect the payment of the bill
The survey responses to these four aspects are first reviewed separately.

Next, the present section reviews to what extent differences in each of these four factors can
explain reported differences in the awareness of the volume of electricity consumed, the amount
they have to pay for the electricity and the general understanding of the information provided on
the bill.
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5.2.1 Mean by which the bill is sent to the consumer

According to the consumer survey results, in all Member States where bills are being issued, the
vast majority of consumers receive their electricity bills by post.

[ | Across the EU, 92% of consumers received their bill by post; 5% received their bill by e-
mail; 4% received it via their supplier’s website; less than 1% received it by SMS; and 2%
did not receive a bill.

[ | In Cyprus, Hungary and Slovenia, 100% of electricity bills are received via the post.

[ ] Moreover in all Member States except Lithuania, Latvia and Bulgaria, over 70% of those
surveyed received bills by post.

[ ] In Lithuania, Latvia and Bulgaria to a lesser extent, many consumers do not receive a bill.
However, when they do receive a bill, it is generally sent by mail.

The use of alternative communications means for sending a bill is very limited. The highest
proportion of customers receiving a bill by e-mail is found in the UK. But, even there, less than 20%
of consumers receive electricity bills in this manner. Only a few other Member States show some
limited volume of bills sent by e-mail (Belgium, Estonia, France, Ireland and Luxembourg).

Figure 123: Means of sending the electricity bills
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Note: QB1. How do you receive your electricity bill?

It should be noted that, since this question is not based on the full sample the statistical significance of the results is reduced. However,
in all countries the relevant sample size for this question is more than 180 respondents. The relevant sample size i.e. the total sample
for the billing and payment survey is provided in Table 124.

EU average calculated as weighted average using Eurostat 2010 population figures as weights.

Source: ECME consortium billing & payment survey
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5.2.2 Billing frequency

The billing frequency varies a great deal across Member States, although monthly billing appears
the most prevalent mode overall.

Across all Member States, 40% of consumers receive monthly electricity bill; 30% receive
bi-monthly bills; 11% receive quarterly bills; and 17% receive bills on an annual basis.

In 14 Member States, more than 50% of respondents to the consumer survey receive their
electricity bill on a monthly basis. In Bulgaria, Hungary, Slovenia, this figure stands at more
than 95%. The pattern of billing frequency of those consumers not being billed on a
monthly basis in these Member States varies. But, a billing frequency of every two or
three months being the most common. Annual billing among these 14 Member States is
only very common in Slovakia and the Czech Republic.

The second and third most common billing frequencies across the other EU Member
States are bi-monthly or quarterly. In Cyprus, Italy, Greece and Ireland, over 90% of
consumers receive an electricity bill every 2 months and in the UK about 50% of
consumers receive their electricity bill on a quarterly basis.

The only Member States where the majority of consumers receive their bills on annual
basis are Germany and, to a lesser extent, Austria.

Overall, one frequency tends to dominate in each Member State and across Member States the
monthly and bi-monthly frequencies are the most common. Quarterly and annual billing is only
predominant in a few Member States.
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Figure 124: Billing frequency ‘
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Note: QB3. a) Which of the following billing frequency applies to you?

It should be noted that, since this question is not based on the full sample the statistical significance of the results is reduced. However,
in all countries the relevant sample size for this question is more than 180 respondents. The relevant sample size i.e. the total sample
for the billing and payment survey is provided in Table 124.

EU average calculated as weighted average using Eurostat 2010 population figures as weights.

Source: ECME consortium billing & payment survey

5.2.3 Use of estimated versus actual consumption in the billing and frequency of
reconciliation bill

Survey participants were asked whether the amount charged on their regular bills is calculated on
the basis of their actual consumption or is an estimation based on previous consumption. Survey
respondents were also told that the latter case meant that they receive periodically a
reconciliation bill which takes into account what they have already paid and their actual
consumption.

Both methods are observed in all Member States.

However, the use of actual consumption is the dominant method (i.e. covering more than 50% of
consumers) in only 11 Member States (Bulgaria, Cyprus, Estonia, Italy, Ireland, Latvia, Lithuania,
Malta, Spain, Sweden, United Kingdom) and, across the EU, 46% of consumers receive bills based
on actual consumption.

In order for bills to be based on actual consumption meter readings must be taken at the same
frequency as bills are provided. As discussed in Annex 1 describing the regulatory environment,
meter readings may be undertaken either by consumers, DSOs, suppliers or independent metering
operators.

It should be noted that the roll out of smart-meters is not required for bills to be based on actual
consumption. However, the consumer focus groups on smart-metering highlighted that one of the
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advantages of smart-metering is that meter readings can be done remotely and does not require
action on the part of the consumer.

Among the 16 Member States where bills based on actual consumption are least prevalent, the
use of the estimated consumption is the dominant method. In fact, in 10 Member States, 75% or
more of the respondents indicated that their electricity bills were based on estimates. For the EU
as a whole, 54% of consumers receive bills based on estimated consumption.

Figure 125: Use of estimated vs actual consumption in the billing
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Note: QB3. b) Is the amount charged on your regular bills calculated on the basis of your actual consumption or an estimation based on
previous consumption. This means that you periodically receive a reconciliation (credit balance) bill which takes into account what you
already paid and your actual consumption?

It should be noted that, since this question is not based on the full sample the statistical significance of the results is reduced. However,
in all countries the relevant sample size for this question is more than 180 respondents. The relevant sample size i.e. the total sample
for the billing and payment survey is provided in Table 124.

EU average calculated as weighted average using Eurostat 2010 population figures as weights.

Source: ECME consortium billing & payment survey

In the majority of Member States (17 in total), the most common frequency for the issue of a
reconciliation bills is annual and overall 65% of consumers who receive reconciliation bills receive
them annually.

A quarterly frequency is observed as being the dominant frequency only in Bulgaria and to a lesser
extent in Romania. Across the EU, 12% of consumers who receive reconciliation bills receive them
quarterly.

In Poland and Malta, the half-yearly frequency is the most common and across all Member States
18% of consumers who get reconciliation bills receive them every 6 months.

As with bills based on actual consumption, reconciliation bills require meter readings at the same
frequency as reconciliation bills are provided. This, for example, means that in Bulgaria where

ECME Consortium
The functioning of retail electricity markets for consumers in the European Union 209



5 | Billing and payment

reconciliation bills are provided quarterly, meters must be read on a quarterly basis either by
consumers, DSOs or suppliers.

Figure 126: Frequency of reconciliation bills
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Note: QB4. How often do you receive a reconciliation bill?

Percentage of consumers who receive reconciliation bills. It should be noted that, since this question is not based on the full sample the
statistical significance of the results is reduced. The relevant sample size i.e. the number of respondents who receive reconciliation bills
is provided in Table 124. In Bulgaria, Spain, Latvia, Lithuania, Cyprus and Sweden the relevant sample consists of less than 20
respondents.

EU average calculated as weighted average using Eurostat 2010 population figures as weights.

Source: ECME consortium billing & payment survey

In many Member States, many customers receive regular bills in addition to reconciliation bills,
although this is not universal anywhere. Overall, 52% of consumers in EU who receive
reconciliation bills also receive regular bills.

However, in Greece and Hungary over 95% of consumers reported receiving a regular bill. In
contrasts, in the Czech Republic and the Netherlands less than 10% did.
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Figure 127: Regular bills received in addition to reconciliation bills
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Note: QB4b.Besides a reconciliation bill, do you also receive a regular bill?

Percentage of consumers who receive reconciliation bills. It should be noted that, since this question is not based on the full sample the
statistical significance of the results is reduced. The relevant sample size i.e. the number of respondents who receive reconciliation bills
is provided in Table 124. In Bulgaria, Spain, Latvia, Lithuania, Cyprus and Sweden the relevant sample consists of less than 20
respondents.

EU average calculated as weighted average using Eurostat 2010 population figures as weights.

Source: ECME consortium billing & payment survey

In most Member States, more than half of the respondents to the consumer survey report that
their regular instalments have changed in accordance with their actual consumption following
their last reconciliation bill. Across the EU the corresponding figure is 68%.

However, in a number of Member States, a relatively large proportion of consumers don’t know if
their payment did actually change.
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Figure 128: Change in regular payments after reconciliation bill
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Note: QB6 b) Has your monthly instalment been adapted in accordance to your consumption after your last reconciliation bill?
Percentage of consumers who receive reconciliation bills. It should be noted that, since this question is not based on the full sample the
statistical significance of the results is reduced. The relevant sample size i.e. the number of respondents who receive reconciliation bills
is provided in Table 124. In Bulgaria, Spain, Latvia, Lithuania, Cyprus and Sweden the relevant sample consists of less than 20
respondents.

EU average calculated as weighted average using Eurostat 2010 population figures as weights.

Source: ECME consortium billing & payment survey

5.2.4 Payment modes

The modes with which consumers pay for their electricity varies between cheque, cash, a bank
transfer, a direct debit or credit/debit cards.

Moreover, the proportion of consumers within each Member State that pay with each mode
varies substantially across the EU.

Cash payment for electricity is very widespread in parts of Central Europe as well as in Cyprus,
Greece, Ireland and Italy. In Greece and Romania, over 80% of consumers pay for electricity with
cash.

Direct debit is the preferred mean of payment in most other Member States, and is the
predominant mode of payment across the EU, with over 50% of consumers in 15 Member States
paying for their electricity by this mean.

Bank transfers are also a popular option, notably in Belgium, Estonia, Finland and Sweden where
over 40% of consumers pay their electricity bill in such a manner.

Overall, 56% of EU electricity consumers pay by direct debit; 20% pay by cash; 19% pay using bank
transfers; 4% pay using their credit or debit card; and 3% pay by cheque.

ECME Consortium
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Figure 129: Means of payment ‘
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Note: QB2. How do you pay your electricity bill?

It should be noted that, since this question is not based on the full sample the statistical significance of the results is reduced. However,
in all countries the relevant sample size for this question is more than 180 respondents. The relevant sample size i.e. the total sample
for the billing and payment survey is provided in Table 124.

EU average calculated as weighted average using Eurostat 2010 population figures as weights.

Source: ECME consortium billing & payment survey

5.2.5 Impact on consumer awareness

As noted earlier, a point of particular interest from a policy perspective is whether any differences
in the different billing and payment characteristics described above impacts on consumer
awareness of the volume of electricity consumed and the amount paid, and consumers’ views on
the usefulness of the information provided in the bill.

To that a number of cross-tabulations were run at the level of the survey respondent (and not at
the level of the Member State). This highlights differences between consumers with different
types of billing across the EU rather than focusing on cross-country differences in consumer
awareness.

Frequency of billing

Overall, less frequent billing does not result is a systematically lower awareness of the amount of
electricity consumed or the amount paid. Nor does it impact on consumers’ understanding of the
information provided on the bills.

Use of actual versus estimated consumption

In contrast, the use of estimated consumption does reduce consumers’ awareness of the volume

of electricity consumed and the consumers’ understanding of the bill. However, it has only a very
small impact on consumers’ awareness of the amount paid.

ECME Consortium
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Table 34: Billing and payment characteristics and consumer awareness

Percentage who are Percentage who are Percentage who find it
well aware of the well aware of amount easy to understand
volume of electricity paid for electricity information on bill
consumed
Billing frequency
Monthly 66% 84% 62%
Every 2 months 54% 82% 62%
Quarterly 60% 73% 58%
Yearly 68% 80% 61%
Other 55% 75% 62%
Use of actual vs.
estimated consumption
in the bill
Actual 66% 83% 67%
Estimated 59% 80% 56%
Reception of regular bills
in addition to the
reconciliation bill
Yes 57% 81% 55%
No 62% 80% 57%
Awareness of whether
payments changed after
the reconciliation bill
Yes 60% 81% 57%
No 47% 71% 56%
Payment means used
Cash 65% 84% 64%
Bank transfer 64% 84% 64%
Direct 59% 79% 59%
debit/standing
order

Note: Responses are provided on a scale from 0 to 10. Responses of 8,9 and 10 are coded as ‘well aware’ and ‘easy’.
Source: ECME consortium consumer and billing & payment survey

Reception of regular bills in addition to the reconciliation bill

The reception of regular bills in addition to the reconciliation bill does not contribute to increase
consumers’ awareness or understanding of the bill.

Awareness of changes in amount due following the issue of the reconciliation bill

The survey results show clearly that consumers who are not aware whether the amount they have
to pay for their electricity consumption are also less aware of the amount of electricity they
consume, the overall amount they have to pay and find the information on the bill less easy to
understand.

ECME Consortium
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Payment mean

Finally, consumers who have chosen an automatic payment mean (direct debit or standing order)
which does not require them to even cursorily look at their bill are clearly less aware of their
electricity consumption and somewhat less aware of the amount they have to pay.

5.3 Information provided on the electricity bill

Following the brief review of consumers’ views on a number of key features of the billing and
payment process, the present sub-section aims to:

[ | establish what information is actually included in the consumers’ electricity bill in the
different Member States; and

[ | assess how easy it is for consumers to find and understand the information provided on
the bill.

To that end, consumers were asked to respond to a follow-on survey with a copy of their
electricity bill in front of them and report how easy it was to find and understand certain pieces of
information.

More precisely, survey respondents were asked to indicate how easy it was to find and understand
the following elements on their bill, which correspond approximately to the recommended list of
billing information included in the recommendations endorsed by the Second Citizens’ Energy
Forum®®:

m The name of the supplier

m The contact details of the supplier

m  The amount to be paid

m  Whether the amount is calculated on actual meter reading or estimated

m The actual consumption during the billing period if the bill was based on actual
consumption

m The type of tariff applied

m The amount of any fixed charges

m The price per kWh

m The standing charge element if relevant

m The price breakdown into distribution costs, taxes, etc.

m Special offers, discounts, reductions offered by the supplier
m The billing period

m The deadline for payment

m The penalties in case of late payment

® The list of information for regular bills and reconciliations bills endorsed by the Second Citizens’ Energy Forum is available at
http://europa.eu/rapid/pressReleasesAction.do?reference=MEMO/09/429&format=HTML&aged=0&language=EN&guilLanguage=fr
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Information about the methods of payments

Information about how to obtain the bill in an alternative format
Information about how the consumer will have to pay with the next bill
Information about on-line payment facilities

The date of the next bill

Information on how to access the consumer’s account/consumption (e.g., on line,
through a helpline, etc.)

The duration of the contract

The deadline for informing the supplier of the consumer’s wish to switch supplier
Information related to switching

Information on how to contact the electricity supplier in case of questions or complaints
The name of a third party where the consumer can address a complaint

Information on how to save energy

The source of the electricity used by the consumer

Below, we review at a high level the survey results concerning these different pieces of
information, focusing on the share of survey respondents in each Member State who reported
that was very easy or relatively easy to find and understand a certain piece of information.

The detailed Member State results for each question are provided in Annex 4.

The first observation is that the easiness to find and understand a specific piece of information
varies greatly according to the type of information.

The summary information provided in Table 34 shows that:

Only the amount due, the supplier name and the billing period were on found easily or
fairly easily on the bill by 90% of more of survey respondents on average across the EU27.
As will be seen latter, there are a few Member States where a much smaller share of
respondents indicated that it was easy or fairly to find and understand the information.
However, the relatively small standard deviation indicates that, in general, the Member
States are clustered around the EU27 average.

Other important pieces of information such as the supplier contact details, the payment
details, the complaint procedures and the electricity consumption were on average across
easy or fairly easy to find and understand for only between 80% and 90% of survey
respondents. Moreover, the standard deviation is much higher suggesting a wider
dispersion on Member States around the EU average.

Information about whether the bill was based on actual or estimated consumption, the
price breakdown into taxes, distribution and transport charges, etc, the amount of fixed
charges, the methods of payment that can be used, the price per kWh, the type of tariff
the respondent is on, whether online payment can be made and how to access the
account was viewed as being easy or fairly easy to find and understand by only 50% to
80% of survey respondents. Moreover, the data suggest that the actual outcomes are
highly varied across Member States.

216
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[ | Only 25% to 50% of respondents reported that it was easy or fairly easy to find and
understand information on the bill on help with payment issues, the standing charge
element, the date of the next bill, alternative fill formats, the amount on next bill, the
penalty for late payment and the energy source. The data again suggest a substantial
degree of dispersion of around the EU average.

[ ] Finally, less than 25% of survey respondents found it easy or fairly easy to identify and
understand information of the bill relating to energy saving, the duration of contract, the
name of a third-party to contact in case of problems, special offers, etc., the notice period
if switching and switching information. While dispersion of the results at the Member
States level remains important, it is somewhat less than for the two previous two sets of
information pieces.

Table 35: Shares of survey respondents who reported that the information was very easy or

fairly eas y to find on the bill and to understand - EU27

Information EU27 average Standard deviation around
EU27 average
Amount due 0.95 0.04
Supplier name 0.94 0.05
Billing period 0.90 0.06
Supplier contact details 0.89 0.07
Payment deadline 0.84 0.14
Complaint procedures 0.81 0.13
Consumption in period 0.80 0.15
Actual/estimated bill 0.74 0.11
Price breakdown 0.67 0.17
Amount of fixed charges 0.66 0.12
Methods of payment 0.64 0.17
Price per kWh 0.63 0.16
Type of tariff 0.61 0.12
Online payment 0.58 0.12
Access to account 0.55 0.14
Help with payment issues 0.48 0.17
Standing charge element 0.39 0.18
Date of next bill 0.38 0.20
Alternative fill formats 0.36 0.14
Amount on next bill 0.35 0.23
Penalty for late payment 0.32 0.16
Energy source 0.28 0.16
Energy saving information 0.24 0.14
Duration of contract 0.21 0.12
Name of third-party 0.21 0.15
Special offers etc. 0.19 0.11
Notice period if switching 0.13 0.09
Switching information 0.09 0.07

Source: ECME consortium consumer and billing & payment survey

It should be noted that awareness of switching, complaining and consumption is likely to be
particularly important for consumers to be able to play an active part in the market.
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However, the analysis shows that information on electricity bills related to switching is generally
lacking or too difficult to understand. Similarly, bills rarely contain the name of a third party
organisation that consumers can complain to. Furthermore, bills do not always contain supplier
contact details, information about complaint procedures and information about consumption in
an easily understandable way.

A review of the Member State-specific information provided at Table 36 shows that consumers
have systematically more problems in finding information in some Member States than in others.

This point is highlighted in a number of different ways.

First, the average share of survey respondents found it easy or fairly easy to find and understand
each of the 28 information items is computed for each Member States (Figure 130).

Figure 130: Average share across all information items of survey respondents who found it easy

to find and understand information on the bill (share of total number of survey
respondents)
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Note: It should be noted that, since this question is not based on the full sample the statistical significance of the results is reduced.
However, in all countries the relevant sample size for this question is more than 180 respondents. The relevant sample size i.e. the total
sample for the billing and payment survey is provided in Table 124.

EU average weighted using Eurostat 2010 population figures as weights.

Source: ECME consortium consumer and billing & payment survey

Ireland stands out as the Member State in which, on average across the 28 pieces of information
listed earlier, the largest share of survey respondents found it or fairly easy to find and understand
information. Germany and France are the only two other Member States where more than 60% of
survey respondents are of the same view. Interestingly, there are 11 Member States were less
than 50% of survey respondents stated that this was the case.
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Table 36: Percentage of consumers who said it was easy or fairly easy to find and understand...
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Table 36: Percentage of consumers who said it was easy or fairly easy to find and understand...
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Note: Darker shades of blue indicate that a larger percentage of respondents indicated that the information was easy to find and understand.

It should be noted that, since this question is not based on the full sample the statistical significance of the results is reduced. However, in all countries the relevant sample size for this question is more than 180
respondents. The relevant sample size i.e. the total sample for the billing and payment survey is provided in Table 124.

Source: ECME consortium consumer and billing & payment survey
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One may argue that this overall indicator is too broad as that one should focus on information that
is more closely related to the bill at hand.

Therefore, three alternative indicators have been constructed.
The first focuses on the electricity consumption only

The second focuses on the immediate payment issue faced by the consumer when he/she receives
a bill and the pieces of information included in the indicator are the supplier name, the supplier
contact details, the amount due, information on whether the bill is based on actual or estimated
consumption, the payment deadline and the penalty for late payment.

Finally, the third indicator includes the following pieces of information: type of tariff, the amount
of fixed charges, the price per kWh, the standing charge element, the price breakdown and the
billing period.

While information on electricity consumption is generally easily or fairly easily found in most
Member States, there are a few Member States where less than 3/4 of survey respondents are
able to do so when they look at their bill, namely Belgium, Czech Republic, Italy, Luxembourg,
Netherlands and Poland (Figure 131).

Figure 131: Average share of survey respondents who found it easy to find and understand

electricity consumption information on the bill (share of total number of survey
respondents)
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Note: It should be noted that, since this question is not based on the full sample the statistical significance of the results is reduced.
However, in all countries the relevant sample size for this question is more than 180 respondents. The relevant sample size i.e. the total
sample for the billing and payment survey is provided in Table 124.

EU average weighted using Eurostat 2010 population figures as weigh