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Concerns about electricity prices, the 
structure and presentation of retail offers, 
and a lack of transparency around prices 
and margins, means an in-depth review of 
the structure and competitiveness of the 
electricity market is timely.   

Introduction 

Energy Consumers Australia is the national voice for residential and small 

business energy consumers. Established by the Council of Australian 

Governments (COAG) in 2015, our objective is to promote the long-term 

interests of consumers with respect to price, quality, reliability, safety and 

security of supply.  

We welcome the opportunity to contribute to the Australian Competition and 

Consumer Commission (ACCC) Electricity Supply and Pricing Inquiry (the 

Inquiry). This submission provides a high-level, small energy consumer-

view, of the National Electricity Market (NEM), drawing on the evidence and 

insights from our research and community engagement.  

We include the following key reports as appendices:   

• Energy Consumer Australia’s submission to the Victorian Retail 

Electricity and Gas Market Review (Appendix 1) 

• Energy Consumer Sentiment Survey, March-April 2017 (the ECSS) 

(Appendix 2)  

• Quantifying the costs of customers experiencing difficulties paying 

energy bills, November 2016, KPMG (Appendix 3) 

• Regional Listening Tour Report, 2016 (Appendix 4) 

• Residential PV: Customer experiences and future developments, 

December 2017, KPMG (Appendix 5) 

• Usage of solar electricity in the National Electricity Market: a 

quantitative study, November 2016, UMR (Appendix 6) 

• A summary of research and evidence funded through the Energy 

Consumers Australia’s Grants Program that at is relevant to the 

ACCC’s Inquiry (Appendix 7). 

The consumer advocacy and research we support through the Energy 

Consumers Australia Grants Program provides an important evidence base 

for the Inquiry. This body of work not only provides a contemporary view of 

energy consumer experiences and issues, but also a unique historical view 

of the evolution of the NEM dating back to 2002-03. We maintain an online 
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archive of this work and would be pleased to connect the ACCC with 

relevant material throughout the course of the Inquiry.1 St Vincent de Paul 

Society’s ongoing Tariff Tracking Project, the Consumer Action Law Centre’s 

Power Transformed Project, and QCOSS’s work on residential rental in the 

NEM are particularly pertinent to the Inquiry (with a full list relevant to the 

Inquiry in Appendix 7). 

The Inquiry 

Energy Consumers Australia firmly believes that markets and effective 

competition can deliver the best outcomes for households and small 

businesses. A strong case can be made that electricity market reform – the 

privatisation of electricity and gas network and retail businesses, structural 

separation, retail contestability and the removal of price regulation – have 

contributed towards a more efficient market. The evidence is less clear that 

these efficiencies have resulted in lower prices or better service outcomes 

for consumers.  

However, with many consumers facing significant increases in electricity 

prices this year, concerns about the structure and presentation of retail 

market offers, and a lack of transparency around prices and margins, an in-

depth review of the structure and competitiveness of the market is timely.   

The Inquiry can play a critical role in not only identifying measures to provide 

relief in the short to medium term for consumers at risk of bill shock, but also 

in offering a longer-term view about market-design that supports competition 

and innovation.  

Experience in other sectors also suggests that the task of building markets, 

promoting competition and supporting innovation is never complete. For 

example, the ACCC has recently commenced a four-year program to 

monitor the speed and performance of broadband providers – a sector that 

is arguably further along its journey as a competitive market than electricity 

retail.2 The Inquiry can provide recommendations about the ongoing work 

that needs to be done to ensure the electricity retail market continues to 

develop and deliver the best possible outcomes for consumers. 

We find ourselves at a point where a new, more sophisticated and 

consumer-orientated market is within reach, provided we get the settings 

right and enlist and empower consumers through the transformation.       

  

                                            
1 Energy Consumers Australia Grants Archive can be accessed at 
http://energyconsumersaustralia.worldsecuresystems.com/. 
2 https://www.accc.gov.au/media-release/accc-to-monitor-australias-broadband-performance.  

The Inquiry can play a 
critical role in not only 
identifying measures 
to provide relief in the 
short to medium term 
for consumers at risk 
of bill shock, but also 
in offering a longer-
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market-design that 
supports competition 

and innovation. 

http://energyconsumersaustralia.worldsecuresystems.com/
https://www.accc.gov.au/media-release/accc-to-monitor-australias-broadband-performance
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Prices have doubled 

Energy consumers are now paying significantly more for their energy 

services than they did 10 years ago, with electricity price growth easily 

outstripping the rate of inflation (as measured by CPI) and the prices of other 

utility services.3 Where Australia was historically a ‘low cost energy nation’, 

we have now slipped down the OECD rankings and are ‘mid pack’.4  

Figure 1 Relative prices 

 

 

The primary driver of higher prices over the last 10 years was network costs. 

The fact that retailers did not argue more strongly for a more moderate 

investment profile through the revenue determinations, and in subsequent 

Australian Competition Tribunal appeals processes, is indicative of the 

‘pass-through’ mentality and a lack of alignment with the interests of their 

customers.     

Higher energy prices are placing real pressure on household budgets in an 

environment where wages growth is at record lows.5 Because households 

                                            
3See St Vincent de Paul, Relative Price Index: The CPI and the implications of changing cost 
pressures on various household groups, figure 10 
http://www.vinnies.org.au/icms_docs/252560_2016_RPI_Full_Report_Aus_Mar-2016_CPI-
aligned_FirstRelease.pdf.     
4See p 41 Preliminary Report of the Independent Review into the Future Security of the National 
Electricity Market (Finkel Review) https://tinyurl.com/z62s3c2.   
5See http://www.abc.net.au/news/2017-05-17/wage-price-index-abs-march-quarter/8532810.  

http://www.vinnies.org.au/icms_docs/252560_2016_RPI_Full_Report_Aus_Mar-2016_CPI-aligned_FirstRelease.pdf
http://www.vinnies.org.au/icms_docs/252560_2016_RPI_Full_Report_Aus_Mar-2016_CPI-aligned_FirstRelease.pdf
https://tinyurl.com/z62s3c2
http://www.abc.net.au/news/2017-05-17/wage-price-index-abs-march-quarter/8532810
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do not have a choice about whether they use energy, low-income 

households are disproportionately impacted by these price rises. Indeed, 

according to the Australian Energy Regulator these energy consumers are 

now spending, on average, 5-9 per cent of their income on electricity and 

gas services.  

The variation in electricity and gas consumption levels and the significant 

spread in the prices of different retail offers, means the proportion that many 

low-income households are spending on electricity and gas is almost 

certainly much higher than these figures, based on averages, reveal.6 On 

top of that, the ‘lumpiness’ of quarterly electricity billing cycles makes it 

particularly difficult for consumers to predict and manage these costs. 

The number of energy consumers with an electricity debt is an indicator of 

the scale of this affordability problem. Research by KPMG in 2016 found that 

over 157,000 residential customers were in electricity debt – the average 

amount being between $540 and $850.7 Those who are not able to repay 

their debts risk disconnection - with approximately 160,000 households 

disconnected across Australia in 2015/16.8  

There is also evidence that many households are being disconnected 

repeatedly – some up to five times in a three-year period.9  

As Dr John Falzon, CEO St Vincent de Paul National Council, notes, the 

knock-on effects are significant:   

Being disconnected can have profound impacts for households 

already struggling with everyday living costs, leading to adverse 

health and well-being effects, including an inability to cook, store 

food, heat or cool rooms, or stay in touch with the wider world.10 

Higher electricity prices are also intersecting with broader economic and 

social trends – particularly housing costs and the rise of ‘generation rent’ – to 

compound the impact for consumers who cannot afford or access rooftop 

solar PV or other technologies to manage their costs.11 As Carly Hyde, 

                                            
See also speech by the Treasurer, the Hon. Scott Morrison MP, to the Australian Council of 
Social Services (ACOSS) Post Budget Breakfast on 15 May 2017 
http://sjm.ministers.treasury.gov.au/speech/010-2017/. 
6 These figures assume an average level of consumption and that the consumer is on a median 
market offer. A household with higher than average consumption, who is not on a competitively 
priced offer, may be spending a much higher proportion of their income on energy. See page 
148-149 of the AER State of the Market for price diversity statistics https://tinyurl.com/y9bprlzg.  
7 Quantifying the costs of customers experiencing difficulties in paying their energy bills, KPMG, 
November 2016, http://energyconsumersaustralia.com.au/news/keeping-people-connected/.  
8 KPMG, Quantifying the costs of customers experiencing difficulties in paying energy bills, 
November 2016, page 1 http://energyconsumersaustralia.com.au/wp-content/uploads/KPMG-
ECA_Estimating_costs_associated_with_payment_difficulties_and_disconnections_October_20
16.pdf.pdf. 
9 Households in the Dark: mapping electricity disconnections in South Australia, Victoria, New 
South Wales and South East Queensland, Report by St Vincent de Paul Society and Alviss 
Consulting, p 38 https://www.vinnies.org.au/content/Document/VIC/2016-June-Households-in-
the-dark2.pdf. 
10 https://www.vinnies.org.au/content/Document/VIC/2016-June-Households-in-the-dark2.pdf  
11 See Grattan Institute commentary on housing affordability and home ownership trends here 
https://grattan.edu.au/news/options-for-housing-affordability-the-good-the-bad-and-the-
cosmetic/.  
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http://sjm.ministers.treasury.gov.au/speech/010-2017/
https://tinyurl.com/y9bprlzg
http://energyconsumersaustralia.com.au/news/keeping-people-connected/
http://energyconsumersaustralia.com.au/wp-content/uploads/KPMG-ECA_Estimating_costs_associated_with_payment_difficulties_and_disconnections_October_2016.pdf.pdf
http://energyconsumersaustralia.com.au/wp-content/uploads/KPMG-ECA_Estimating_costs_associated_with_payment_difficulties_and_disconnections_October_2016.pdf.pdf
http://energyconsumersaustralia.com.au/wp-content/uploads/KPMG-ECA_Estimating_costs_associated_with_payment_difficulties_and_disconnections_October_2016.pdf.pdf
https://www.vinnies.org.au/content/Document/VIC/2016-June-Households-in-the-dark2.pdf
https://www.vinnies.org.au/content/Document/VIC/2016-June-Households-in-the-dark2.pdf
https://www.vinnies.org.au/content/Document/VIC/2016-June-Households-in-the-dark2.pdf
https://grattan.edu.au/news/options-for-housing-affordability-the-good-the-bad-and-the-cosmetic/
https://grattan.edu.au/news/options-for-housing-affordability-the-good-the-bad-and-the-cosmetic/
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Manager of Essential Services, Queensland Council of Social Services, 

explained at our Foresighting Forum in February 2017:  

The way the energy market is evolving risks creating a divide in our 

communities, between those who can take control of their energy 

costs, and those who cannot.12    

Higher energy prices have also undermined the competitiveness and 

profitability of many small businesses. In its submission to the Inquiry, 

Business SA highlighted case studies of businesses who, in the face of 

rising energy costs, are being forced to find savings elsewhere – in some 

cases by laying-off employees – or closing their doors.  

While many small businesses are investing in energy saving technologies or 

finding ways to shift their load outside peak charging periods, many are 

constrained by the nature of their enterprise or circumstances. Energy 

intensive agri-businesses, for example, have been caught between the 

competing objectives of energy and water efficiency.13  

The qualitative research we undertake as part of the ECSS also indicates 

that less intensive electricity users are also facing challenges; whether that 

is a tyre fitting business in Canberra that needs to heat an open garage, or a 

barbershop in Launceston that needs to operate the tools of the trade:  

Hairdryers use a lot of power – that’s not something you can really 

get around – you just must consume it when you use it.14   

Many consumers are now facing a new round of price rises driven by record 

wholesale gas and electricity prices. With prices rises of 20 per cent and 

beyond expected in the next six months, Energy Consumers Australia is 

deeply concerned about the impact this will have on already stretched 

household budgets and small business margins.   

Immediate priorities 

The scale of the price rises that consumers are facing in the next six months 

means that many households and small businesses – not just those who 

may qualify for hardship support – will experience bill stress. A recent survey 

of retail offers for small businesses by Alviss Consulting shows this price 

pressure has been building over the last 18 months and appears set to 

intensify.15    

                                            
12 See http://energyconsumersaustralia.com.au/projects/foresighting-forum/.  
13 See evidence from Tom Chesson, CEO National Irrigators Association, at paragraph 40, to 
the Australian Competition Tribunal for the SAPN Appeal on 1 June 2016 
http://www.competitiontribunal.gov.au/documents/act2015/ACT11of2015-transcript.pdf.    
14 Energy Consumer Sentiment Survey, Consumer Profile Book, June 2017 p 30 
http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Profile-Book-
June2017.pdf  
15 Energy Consumers Australia, Small Business Tariff Tracker Report, August 2017 
(forthcoming). Average market offer (including guaranteed discounts and pay on time 
discounts), based on the major retailers’ offers, in each network area. For areas without market 
offers (Ergon, PWC, Horizon Energy and Western Power networks) the bills are based on the 
regulated/standing offer. 
 

Higher energy prices 
have also undermined 
the competitiveness 
and profitability of 
many small 

businesses. 

http://energyconsumersaustralia.com.au/projects/foresighting-forum/
http://www.competitiontribunal.gov.au/documents/act2015/ACT11of2015-transcript.pdf
http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Profile-Book-June2017.pdf
http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Profile-Book-June2017.pdf
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Figure 2 Small business retail bills (average)  

 

A strong, practical response is needed to support consumers through this 

difficult period and to ensure that trust and confidence in the competitive 

market is not further eroded.  

Importantly for the Inquiry, how retailers respond to higher wholesale energy 

costs in the coming months will provide valuable insights about the health 

and competitiveness of the market. Evidence that retailers are simply 

transferring these risks to consumers will be indicative of a market where the 

major players do not face a real prospect of losing customers when they 

increase prices.  

In an industry where consumers pay bills in arrears, typically three months 

later, consumers need to be informed about price increases before they see 

the impact in their bills. Consumers could also reasonably expect their 

retailer to give them advice about how to manage their use to limit the 

impact of the price rises.   

In the first instance, it is critical that retailers communicate any price changes 

to their customers in a simple and straightforward way, explaining the 

implications for bills and identifying options to manage the impacts.  

We are concerned however, that some retailers are not communicating the 

price changes clearly with messaging focussing on why prices are rising 

(wholesale market pressure), rather than providing actionable information 

and advice to empower their customers. At the time of drafting this 
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submission, none of the Big 3 retailers had posted clear statements about 

the price rises on the landing page of their websites.  

Rather the focus remains the business-as-usual marketing of retail offers. As 

a starting point, we expect to see clear statements about pricing, bills and 

options (including extra help and hardship schemes) displayed prominently 

on retailers’ websites. ActewAGL is showing how this can be done well with 

the pricing changes clearly advertised and straightforward actionable advice, 

including via a Bill Help Hotline, available within one click.16    

Existing extra help and hardship arrangements will also need to be 

augmented and enhanced to respond to a greater number of consumers 

experiencing financial difficulty.  

Energy Consumers Australia is encouraging all retailers to adopt the 

following measures: 

- Automatically place hardship customers on the best available offer, 

noting that low-income and vulnerable consumers often struggle to 

access pay-on-time discounts. 

- Improve efforts to offer early assistance to customers struggling to 

pay, including access to hardship programs and the associated 

protections from late payment and early termination fees, access to 

payment plans and other assistance. 

- Work with, and provide direct support to, to financial counselling 

services.  

Retailers have a responsibility to help their customers avoid bill shock by 

helping them reduce their energy usage. While some retailers are beginning 

to offer more sophisticated energy efficiency advice, and in some cases in-

home energy audits, these efforts need to be accelerated to keep a lid on 

energy bills.17  

The evidence from the Low-Income Energy Efficiency Program (LIEEP) and 

initiatives like Bright Sparks in QLD, shows that simple, actionable advice 

from a trusted source can deliver real energy and bill savings.18 While this 

type and level of support has been traditionally focussed on low income and 

vulnerable consumers and backed by government and social services 

organisations, there is a strong case for retailers to apply these approaches 

as part of their standard service for all consumers.  

                                            
16 http://www.actewagl.com.au/Product-and-services/Prices/Prices-2017.aspx.  
17 See for example, AGL’s DIY Home Audit kit https://www.agl.com.au/residential/why-choose-
agl/energy-saving-tips.  
18 Bright Sparks was a Switched-on Communities initiative by QCOSS, with support from the 
QLD Government and AGL. The consumer handbook developed as part of the initiative is 
available here http://www.qdn.org.au/f.ashx/Bright-Sparks-Handbook.  
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http://www.actewagl.com.au/Product-and-services/Prices/Prices-2017.aspx
https://www.agl.com.au/residential/why-choose-agl/energy-saving-tips
https://www.agl.com.au/residential/why-choose-agl/energy-saving-tips
http://www.qdn.org.au/f.ashx/Bright-Sparks-Handbook
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Recently Mojo Power provided a glimpse of what is possible when it offered 

its customers, via text message, a $25 reward for reducing their 

consumption to ease the pressure on the NSW electricity grid in February 

2017.19  

Digital technology is dramatically reducing the cost of engaging with 

consumers, making it possible to not only coordinate action for system 

security purposes, but also more generally to help consumers save money 

throughout the course of the year. A big question for the Inquiry however is 

whether there is a sufficiently strong driver for vertically integrated retailers 

to harness technology to help consumers meet their energy needs at lower 

cost.  

In this context, we encourage the ACCC to investigate the effectiveness of 

the retailers’ energy efficiency outreach and advice as part of the Inquiry. We 

also note that the European Union is moving to impose mandatory energy 

efficiency commitments on electricity retailers –  requiring that they achieve 

1.5 per cent in energy savings per year.20   

In Energy Consumers Australia’s view, there is an opportunity for energy 

retailers to work together, as they do in developing and implementing 

industry codes in other sectors, to improve outcomes for consumers.  

The price-service disconnect 

While the price of electricity services has increased dramatically over the last 

10 years, the basic consumer experience has changed very little. Over  

80 per cent of consumers nationally continue to purchase their electricity and 

gas from one of the Big 3 retailers,21 choosing between offers that are mainly 

differentiated by discounts linked to, payment options, and being billed on a 

quarterly basis.22  

The recent state-wide outage in South Australia in September 2016 and 

close calls in other states over the recent summer, also means that the link 

between prices and reliability is far from clear for consumers.23   

The lack of innovation in the electricity retail sector stands in contrast to what 

consumers are seeing in other markets, where the ‘app-based’ economy is 

delivering a whole new level of convenience and value. According to IBM: 

Utility customers are more demanding because they have grown 

accustomed to the methods of engagement they enjoy in other 

industries such as banking, telecommunications, insurance and 

                                            
19 See p 146, Finkel Review Report 
http://www.environment.gov.au/system/files/resources/1d6b0464-6162-4223-ac08-
3395a6b1c7fa/files/electricity-market-review-final-report.pdf.  
20 https://ec.europa.eu/energy/en/topics/energy-efficiency/energy-efficiency-directive.  
21 Retail Competition Review 2016, Australian Energy Market Commission p173-223, 

http://www.aemc.gov.au/Markets-Reviews-Advice/2016-Retail-Competition-Review  
22 See p 27 of January 2017 St Vincent de Paul Tariff Tracker for Victoria 
https://drive.google.com/file/d/0B_DuyG_B91AATTNoNGxLYTliWDA/view.  
23 See ‘confidence in future reliability’ results on p 22 of the June 2017 Energy Consumer 
Sentiment Survey http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-
Consumer-Sentiment-Survey-June2017.pdf.  
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http://www.environment.gov.au/system/files/resources/1d6b0464-6162-4223-ac08-3395a6b1c7fa/files/electricity-market-review-final-report.pdf
http://www.environment.gov.au/system/files/resources/1d6b0464-6162-4223-ac08-3395a6b1c7fa/files/electricity-market-review-final-report.pdf
https://ec.europa.eu/energy/en/topics/energy-efficiency/energy-efficiency-directive
http://www.aemc.gov.au/Markets-Reviews-Advice/2016-Retail-Competition-Review
https://drive.google.com/file/d/0B_DuyG_B91AATTNoNGxLYTliWDA/view
http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Sentiment-Survey-June2017.pdf
http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Sentiment-Survey-June2017.pdf
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retail. Today’s customers are more involved and demand different 

modes of engagement.24 

While increasing numbers of consumers now have digital or smart meters 

most are yet to reap the benefits.25 The more sophisticated and long-

anticipated market in energy services – a market where retailers do not 

exclusively sell electrons but use new technology and data to help 

consumers use power more intelligently and in doing so reduce their bills – 

is yet to emerge at scale.26 That the primary means by which some retailers 

are communicating with their customers about the price rises is still via a 

proforma letter in the post, is indicative of the ground energy retailers need 

to make up to catch their peers in other sectors. This comment from a small 

business owner is indicative of the lack of visibility and control many feel in 

the current market: 

I’ve been with them for three years. I switched because it was a 

good deal as part of other stuff. We get a 20% discount if we pay on 

time. That being said, I’m not 100% happy. I’ve had an issue with 

billing. When we swapped I didn’t receive a bill for 8 months and 

then we got a phone call saying we owed $35,000. I contacted the 

Ombudsman and we are paying it off over time but there are still 

billing issues. They had the wrong email but never followed it up. 

The consistent results of the three ECSS to date suggests that the 

disconnect between prices and service has hardened consumer sentiment 

about the NEM. While consumers see competition in the electricity market 

as a good thing, they are not convinced they are getting the benefits they 

should, with electricity ranking behind banking, mobile phone and internet 

services on value for money terms.  

 

 

 

 

 

 

                                            
24 The digital customer: engage customer as individuals, IBM Corporation, March 2016 p 3, 
http://content.energycentral.com/reference/whitepapers/contact_vendor/103521/The-Digital-
Customer-Engage-Customers-as-Individuals.  
25 The Victorian Auditor General found in his September 2015 report, Realising the benefits of 
smart meters, that the net cost to consumers was likely to increase beyond the Government’s 
most recent (2011) estimate of $319 million http://www.audit.vic.gov.au/publications/20150916-
Smart-Meters/20150916-SmartMeters.pdf.   
26 For a discussion about the Energy Services concept, see America’s Power Plan, Utility and 
Regulatory Models for the Modern Era, http://americaspowerplan.com/wp-
content/uploads/2013/10/APP-UTILITIES.pdf.  
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Figure 3 Households satisfaction with value for money, June 2017 

(year on year changes) 

 

The survey also indicates that energy consumers are not confident the 

market as it is now is working for them, or that it will deliver better value for 

money in the future.27 

Searching for cost and control  

The price-service disconnect in the retail electricity market is causing 

consumers to explore alternative ways to meet their energy needs, with 

`approximately 1.5 million Australian households making substantial upfront 

investments in rooftop solar PV in recent years.  

Assumptions are often made that generous feed-in-tariffs and solar PV’s 

clean attributes that have been the driving uptake. However our research – 

both the ECSS and a separate piece of work by UMR on solar PV and 

batteries – indicates that consumers have been motivated by a desire to find 

ways to manage their consumption and gain control of their costs.  

The desire for independence from the grid is a particularly strong driver for 

early interest in battery storage.28 We see this as a clear indication that 

consumers have lost faith in the traditional market’s capacity to deliver value 

for money and are taking matters into their own hands.  

 

 

 

 

                                            
27 Energy Consumers Australia, Energy Consumer Sentiment Survey Key Findings, June 2017, 
p 7  http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Sentiment-
Survey-Key-Findings-June2017.pdf. 
28 UMR, Usage of solar electricity in the national energy market, p 87, 
http://energyconsumersaustralia.com.au/wp-content/uploads/UMR-Usage-of-solar-electricity-in-
the-national-energy-market.pdf.  
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Figure 4 Drivers of households’ uptake of rooftop solar 

 

Our research indicates that even in the absence of the historically generous 

subsidies that are being unwound in most jurisdictions, policy makers can 

expect ‘cost and control’ to continue to drive uptake.  

The ECSS undertaken in March-April 2017 found 30 per cent of households 

are considering installing solar systems in the next five years, while 36 per 

cent are considering installing battery storage. Small business interest in the 

technology is also strong, with 43 per cent of small businesses considering 

installing solar systems and 50 per cent battery storage in the next five 

years.29   

Making choices  

Insights from behavioural economics  

The UK’s Competition Market Authority Chairman, David Currie has made 
some observations that are relevant to the ACCC’s Inquiry.30 
 
The key insight from David Currie’s analysis is that: 
 

[c]onsumers are not just not neoclassically rational, but that they are 
predictably so – their deviations from neoclassical rationality are 
predictable. And smart clued-up companies can and will exploit 
these predictable deviations. And their capability to do so has 

                                            
29 Energy Consumers Australia, Energy Consumer Sentiment Survey Key Findings, June 2017, 
p 15  http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-
Sentiment-Survey-Key-Findings-June2017.pdf.  
30 See particularly David Curries address, Homo economicus and Homo sapiens: The CMA 

experience of behavioural economics, April 2015, 
https://www.gov.uk/government/speeches/david-currie-speaks-about-the-cma-experience-of-
behavioural-economics  
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increased with the rise of big data and the huge computing power 
that can now be deployed. 

 
The consequence is that there may be persistent poor market outcomes for 
consumers. Further, from a competition viewpoint these outcomes may be 
made worse by increasing competition where that means a greater number 
of “smart” retailers using data analytics. 

 

Difficulties for consumers in navigating the market 

Although electricity retailers compete on a limited range of non-financial 

attributes, it remains a difficult market to navigate for consumers. A 

household in metropolitan Sydney searching for electricity deals on the 

Australian Energy Regulator’s price comparison website Energy Made Easy 

is confronted with approximately 80 offers. While this has been cited as 

evidence of a ‘ferociously competitive’ market, a close review of the offers 

calls this characterisation into question.   

Our first observation is that most retailers are marketing multiple offers. At 

the time this submission was written, Engie’s Simply Energy was offering 13 

products with similar estimated annual costs, but with names appealing to 

different consumer segments – one targeting fans of the Rabbitoh’s Rugby 

League Club.31   

This leaves energy consumers with the difficult task of identifying the 

important differences between the various offers and relating them back to 

their individual circumstances to identify the best deal. Consumers find it 

difficult to make informed decisions in the face of this kind of complexity, 

particularly when they are being asked to make comparisons across multiple 

dimensions as they are when choosing between electricity offers: different 

prices per kilowatt hour at multiple consumption thresholds; varying exit 

fees; varying pay-on-time discounts; periodic credits etc.32   

We see the impact of this ‘confusopoly’33 and the uncertainty it creates for 

consumers in the low levels of confidence that there is enough easily 

understood information and tools to make decisions reported in the ECSS. 

We also see it in the data on switching. While quite a high proportion of 

energy consumers consider switching, the number who follow through and 

do so is much lower. In Victoria for example, 60 per cent consider switching, 

while 25 per cent switch.34 

                                            
31 The ‘NSW Simply Rabbitohs 2017 Plus 10 Online.’ 
https://www.energymadeeasy.gov.au/offer-search/R/2011  
32 OECD (2016), Protecting Consumers through Behavioural Insights: Regulating the 
Communications Market in Columbia, OECD Publishing, Paris, 
http://www.oecd.org/publications/protecting-consumers-through-behavioural-insights-
9789264255463-en.htm, p 32.  
33 See ‘The Road to Confusopoly’, Professor Joshua Gans, University of Melbourne, 
presentation to ACCC Conference 
https://www.accc.gov.au/system/files/Joshua%20Gans%20%28slides%29%20-
%20The%20Road%20to%20Confusopoly.pdf.  
34 Key Findings for Households, Energy Consumer Sentiment Survey, Energy Consumers 
Australia, p 22 http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-
Sentiment-Survey-Key-Findings-June2017.pdf. 
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The high number of consumers considering switching strongly suggests that 

what we do not have in the energy market is an ‘awareness’ or ‘engagement’ 

problem – an issue on the demand side of the market that might be resolved 

through ‘customer education’. The evidence points to a much more 

significant issue with the choices on offer and the switching process itself – a 

supply side problem.  

This is problematic because choosing a bad deal, or being rolled off a good 

deal onto a bad deal, can be costly for consumers given the increasing size 

of the discounts available in the market.35 In Victoria for example, price 

dispersion increased from below 10 per cent to above 20 per cent between 

2012 and 2015.36  

Ron Ben David, the Victorian Essential Services Commissioner, has shown 

that even the most engaged and informed energy consumer is at risk of 

paying over the odds given the conditional nature of many of the discounts:  

The analysis suggests…customers seeking lower prices are now 

being forced to accept ‘bets’ where the costs of losing are getting 

bigger – and the odds of ‘winning’ are getting longer.37  

The ECSS results appear to bear out this view, where counterintuitively 

consumers who do switch are not reporting higher levels of satisfaction with 

value for money than those who do not. This seems to indicate that deeply 

engaging in the retail market is not worth the time or the effort.38 This 

comment from a publican in an interview for the ECSS captures the 

sentiment:  

When changing energy companies you can get burnt, and promised 

things that don’t happen, and that’s very, very annoying.39    

 

Switching and outcomes  

The role that switching is playing in the market is further complicated when 

the additional costs of acquiring and retaining customers for retailers are 

considered.  

                                            
35 The State of the Energy Market, Australian Energy Regulator, page 148 
https://www.aer.gov.au/publications/state-of-the-energy-market-reports/state-of-the-energy-
market-may-2017.   
36 St Vincent de Paul Society and Alviss Consulting, National Energy Market – Still Winging It,  
2015, Chart 15, p27 available at 
https://www.vinnies.org.au/icms_docs/228265_National_Energy_Market_-_Still_Winging_It.pdf.  
37 Submission to Review of Electricity and Gas Retail Markets in Victoria, Ron Ben David, p 5 
https://www.energy.vic.gov.au/__data/assets/pdf_file/0022/69511/Ron-Ben-David-Submission-
Merged,-20-March-2017.pdf.   
38 Key Findings for Households, Energy Consumer Sentiment Survey, Energy Consumers 
Australia, p 26 http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-
Sentiment-Survey-Key-Findings-June2017.pdf. 
39 Consumer Profile Book, Energy Consumer Sentiment Survey, June 2017 slide 26 
http://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Profile-Book-
June2017.pdf.  
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Analysis undertaken by Finncorn using publicly available data from AGL and 

Origin shows that ‘costs to compete’ have risen over time as energy markets 

have been opened-up to competition, without any significant efficiency gains 

elsewhere. 

This raises two issues of real relevance for the Inquiry.  

The first relates to the equity implications of switching and churn. In a market 

where retailers themselves have admitted that loyalty is not rewarded, the 

concern is that the costs of churn are recovered from the customers who are 

not switching.40 One view is that price dispersion may not be a cause for 

concern if only relatively high-income, less price sensitive, households are 

on the higher priced standing offers. This would effectively amount to a 

cross-subsidy favouring lower income households. However, if low income 

households are over-represented in those on standing offers or standing 

offer rates, then this of significant concern.  

A study by AGL in 2015 found that 26,000 of the 500,000 customers it 

surveyed were vulnerable and on less competitive standing offers, evidence 

that the cross-subsidy may run the other way.41  

Unfortunately, the lack of information about what consumers are paying 

means we do not have a clear view about the extent of this issue across 

retailers and across the NEM. More transparency is needed, for example, 

about the number of consumers who are paying the equivalent of standing 

offer rates because their market contract is still in force but the benefit period 

has expired. 

We are seeing efforts by some retailers to ensure that vulnerable 

consumers, and particularly those on hardship programs and in receipt of 

government concessions, are allocated to the best available offer – an 

example being AGL’s Fairer Way package.42 Others such as Energy 

Australia have taken more limited, but nevertheless welcome steps to 

exempt hardship customers from late payment and other fees.43 The 

effectiveness of these measures should be monitored as part of the Inquiry.  

The second, potentially more complex question is whether competition 

through switching and churn is driving operating efficiencies that are 

delivering net overall benefits to consumers. 

For competition in a market to benefit consumers overall, the increase in the 

costs of competition need to be offset by reductions in operating costs 

and/or lower retail profit margins. Analysis from Finncorn shows that 

operating costs per electricity customer account have been largely stable 

since 2009 while gross margins per electricity customer account have risen.  

                                            
40 http://www.afr.com/news/big-power-neglects-best-customers-agl-boss-says-20160823-
gqzbgu.  
41 AGL, Applied Economic and Policy Research Working Paper 49 – Differential Pricing, 
available at http://aglblog.com.au/wp-content/uploads/2015/07/No.49-Price-Discrimination.pdf.  
42 https://www.agl.com.au/about-agl/media-centre/article-list/2017/march/agl-announces-a-
fairer-way-package-for-vulnerable-customers.  
43 https://www.energyaustralia.com.au/about-us/media/news/energyaustralia-expands-hardship-
support.  
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Retail cost drivers  

It is possible to make some high-level judgments about the cost structure 

and profitability of electricity retailers from corporate reports and other 

publicly available information, but a much more granular view is required to 

fully assess the competitiveness of the sector. The lack of transparency 

around retail price drivers was identified as a major issue by the Finkel 

Review: 

There is very little public information available about retailer 

operating costs and margins across the industry or how much they 

contribute to retail prices.44 

Only the ACCC has the powers necessary to undertake the top to bottom 

assessment of the market and the drivers of high prices. In addition to the 

issues around churn we identified in the previous section, analysis by 

Finncorn suggests there could be significant differences in the costs 

structures between retailers, with Tier 1 retailers enjoying advantages in: 

• the ability to self-hedge against electricity price volatility;  

• superior access to Large-scale Generation Credits (LGCs); 

• lower cost to serve per customer based on economies of scale and 

scope;  

• more sophisticated customer information and billing systems for 

segmenting on credit quality, volume and propensity to switch; and 

• lower earnings volatility and lower costs of capital (investment grade 

rating).  

This is consistent with Farrier Swier’s work for the AEMC’s 2016 Competition 

Review which suggests the Big 3 retailers have superior access to electricity 

and gas wholesale markets than their smaller competitors.45 This work also 

identified concerns held by smaller retailers about retailer behaviour, such as 

win-back strategies and lock-in.46 A key question for the ACCC in this Inquiry 

is whether any cost advantages that the Big 3 retailers enjoy are being 

passed through to consumers in the form of lower electricity prices, or 

whether they are contributing to higher margins.  

There are also persistent concerns about generators gaming the wholesale 

electricity market and driving up prices beyond efficient levels that should be 

investigated as part of this process.47 The Inquiry is also an opportunity to 

                                            
44 Preliminary Report of the Independent Review of the Future Security of National Electricity 
Market, December 2016, p 45 http://www.environment.gov.au/system/files/resources/97a4f50c-
24ac-4fe5-b3e5-5f93066543a4/files/independent-review-national-elec-market-prelim.pdf.  
45 2016 Energy Retailer Survey Report, 30 March 2016, Farrier Swier, p 37-9, 
http://www.aemc.gov.au/getattachment/d12b8fa8-4d48-45b8-9381-3da15825a12b/2016-
Energy-Retailer-Survey-Report-Farrier-Swier-C.aspx.  
46 Ibid p 57.  
47 http://www.abc.net.au/news/2017-07-10/queensland-defends-electricity-prices-amid-
frydenberg-claim/8694832. 
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evaluate the costs and effectiveness of environmental and other government 

schemes that feed-through to retail prices.48   

Pathways  

The electricity retail market is reminiscent of the telecommunications market 

before the shift to simpler, more comparable, offers.  

Mobile competition in its earliest phases (1992-1999) was highly focussed 

on competition by coverage and handset acquisition (including some 

exclusive handset deals). Offers evolved from here to focus on value 

including the earliest ‘bucket’ plans that included both handsets and a 

quantity of calling time and SMS. These then developed into the ‘capped’ 

plans with a focus increasingly on ‘BYO device’. Fixed line voice and 

broadband services are following a similar arc.  

A fundamental question for the Inquiry is how to accelerate the development 

of an electricity retail market based on simplicity and service, not complexity 

and uncertainty.  

While we do not want to offer detailed remedies ahead of the completion of 

the first stage of the Inquiry, it is important to consider potential pathways to 

a service-orientated market.  

Energy Consumers Australia considers that there is merit in the concept of a 

low-cost default option for all consumers. This could address the needs of 

low income households as well as simplifying the terms and conditions for 

consumers that do not wish to research and analyse electricity and gas 

pricing arrangements. Others have argued for an end to pay-on-time 

discounting.49  

While these measures could deliver important benefits in the short to 

medium term, our sense is that more fundamental changes in the structure 

and culture of the market are required. A whole new class of intermediaries 

emerged in the financial services market in the last 20 years to act as the 

agent of the consumer in a complex market.  

Different models of intermediaries are emerging in energy markets in the UK 

and in North American markets which include broker services, subscription 

services and app based searches and switching.  

 

Examples include Flipper and Voltz in the UK,50 and Apps for Energy 

(supported by the Department of Energy) in North America that leverages 

                                            
48 Residential Electricity Price Trends, December 2016, Australian Energy Market Commission, 
p 82-83 http://www.aemc.gov.au/getattachment/be91ba47-45df-48ee-9dde-
e67d68d2e4d4/2016-Electricity-Price-Trends-Report.aspx.   
49 Submission by Consumer Action Law Centre to ACCC Electricity Supply and Pricing Inquiry, 
3 July 2017, p 12. 
https://www.accc.gov.au/system/files/Consumer%20Action%20Law%20Centre_0.pdf.  
50 See details of Flipper at https://flipper.community/ and Voltz at http://www.voltzapp.com/. In 

the Unites States see Apps for Energy at https://www.electricchoice.com/blog/green-apps-track-
energy-usage/ and https://energy.gov/articles/energy-department-launches-apps-energy. 
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consumer access to data through Green Button. It is critical that this Inquiry 

lays the groundwork for this kind of innovation, including identifying barriers 

to customer access to data or assignment to intermediaries. 

Government comparator websites also have a continued role to play as a 

trusted source of independent advice for consumers.  

Additional funding would support the further development of the AER’s 

Energy Made Easy as a more useful national channel for consumers to 

compare offers and improve their bill outcomes, leveraging the ACCC’s 

reputation with consumers in regard to consumer advice and protection  

Energy Consumers Australia could contribute to this development process, 

given research that we have undertaken on consumer sentiment and the 

forthcoming research by CitySmart and the Queensland University of 

Technology on digital engagement with households (funded through the 

Grants Program). We could support work with the AER and the Victorian 

Government, and through the Energy Council, to identify opportunities to 

improve consumer awareness and engagement with these comparison sites. 

Conclusion 

Two decades of reform in the NEM have delivered market efficiency benefits 

for consumers. There remain concerns about whether the full effect of the 

reform has been seen in consumer retail bills. The ECSS and the other work 

we have referred to in this submission indicate that prices rises without 

advances to help consumers use less energy have placed real pressure on 

household budgets and squeezed small business margins. The latest round 

of price rises will exacerbate these issues and have the potential to hamper 

the orderly transformation of the energy market.  

The Inquiry provides an opportunity to restore energy consumer confidence 

and trust by improving the quality and effectiveness of competition in the 

market, and ensuring consumers see the benefits of competition in their bills.  

This should start with strong, practical action by retailers and other 

stakeholders to cushion the impact higher electricity prices. The ACCC’s 

Preliminary Report due in September 2017 is an opportunity to identify 

measures to reduce this price pressure, and start to re-set expectations about 

what the retail electricity market should deliver.  

Further, we believe that our submission has highlighted a set of deeper, 

structural issues that are resulting in higher prices for Australian residential 

and small business consumers than might otherwise be the case.  

In this context, the ACCC’s broad information gathering powers will be critical 

to understanding both the issues and the potential drivers of better outcomes 

for consumers in the electricity market.  
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Energy Consumers Australia looks forward to further dialogue with the ACCC 

on this critical task, including through its forthcoming public forums. 

If you would like to discuss this submission further, please do not hesitate to 

contact Chris Alexander, Director Advocacy and Communications, on 02 9220 

5500 or chris.alexander@energyconsumersaustralia.com.au.  

  

mailto:chris.alexander@energyconsumersaustralia.com.au
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2. Energy Consumer Sentiment Survey, March-April 2017 (ECSS).  
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3. Quantifying the costs of customers experiencing difficulties paying 

energy bills, November 2016, KPMG.  
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onnections_October_2016.pdf.pdf  
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study, November 2016, UMR. 
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Inquiry.   
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