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BACKGROUND

The Queensland Consumers’ Association (the Association) is a non-profit organisation established over 40 years ago and which exists to advance the interests of Queensland consumers.  The Association’s members work in a voluntary capacity and specialise in particular policy areas.

The Association is a member of the Consumers’ Federation of Australia, the peak body for Australian consumer groups, and works closely with many other consumer and community groups.

The Association has been especially active for many years on energy issues in Queensland and nationally and is currently represented on the:

· Queensland Competition Authority’s Consumer Consultative Committee

· Energy and Water Queensland Ombudsman’s Advisory Council

· Energex’s Customer Council. 

The Association is also a member of the Queensland Council of Social Service’s Essential Services Consultative Group and the Queensland Energy Minister’s Consumer and Industry Reference Group, and was a member of Origin Energy’s National Consumer Consultative Council.  

The Association has participated in, and made numerous submissions to inquiries etc. on energy issues conducted at national level, in Queensland, and in other states.

The Association has a strong interest in policies and practices likely to improve the effectiveness of markets and especially in the need for effective consumer protections and ongoing effective consumer demand created by many engaged consumers making well-informed choices.

The Association’s achievements regarding informed consumer choice include:

· Leading the national campaign for greater price transparency in the food and grocery market that in 2009, following a recommendation from the 2008 ACCC inquiry into the competiveness of retail prices for standard groceries, resulted in large bricks and mortar supermarkets, and online sellers of food and grocery products being required to provide consumers with the unit price (price per unit of measure) of many pre-packaged products.

· With other consumer bodies, making submissions that resulted in the final report of the Harper Review of Competition published in 2015 emphasising the importance of informed choice and in Recommendation 21
 — Informed choice – stating that governments both in their own dealings with consumers and in any regulation of the information that businesses must provide to consumers, should draw on lessons from behavioural economics to present information and choices in ways that allow consumers to access, assess and act on them.

Therefore, the Association welcomes the opportunity to make this submission.  The contact person is Ian Jarratt, email ijarratt@australiamail.com

GENERAL COMMENTS
As indicated above, the Association has a strong interest in policies and practices likely to improve the effectiveness of markets, and especially in the need for effective consumer protections and ongoing effective consumer demand created by many engaged consumers making well informed choices.

Providing consumers with information can facilitate informed consumer choice.  Accordingly, the Association is in principle supportive of proposals likely to achieve this, including many of those in the AER Paper. 

However, the Association emphasises that information for consumers is only beneficial if it is useful and well provided, presented and publicised.  
In this regard the Association emphasises the need to:

1. Include in decision-making on information provision:

· concepts and research results on consumers’ information needs and usage from behavioural economics and other relevant disciples
· the results of consumer testing of proposed information provision requirements.
2. Recognise the need for specified minimum standards for the wording/layout, prominence, legibility, location, etc. of mandated information in order to achieve the high standards and the consistency required to achieve high levels of consumer use.
3. Recognise, and take into account, that information retailers may make available to consumers voluntarily will influence consumer awareness, understanding and use of any mandated information.

4. Regularly monitor the effectiveness of the information provided, and where necessary make changes to improve its effectiveness.
5. Not use consumer complaints alone, or primarily, to indicate compliance or effectiveness levels, since most consumers are usually unaware of mandatory requirements.  And, for a variety of other reasons many consumers are unable or unwilling to complain about deficient, or non-provision of, consumer information.
6. Undertake on-going consumer education on what information is being provided and how to use it.  This is needed to take account of the need to regularly remind many consumers about what is available and how to use it beneficially, plus to meet the needs of the many new consumers each year, for example young people and migrants.  In this regard more public funding should be provided to community and consumer organisations to undertake consumer education.

SPECIFIC COMMENTS

1. Terminology
The Association notes that the term “switching” is used several times in the Paper but it is not clear exactly what it refers to.  This is unfortunate because it is extremely important to know exactly whether it is being used to refer to a consumer changing contract with the current retailer, changing retailer, or both.
These are very different actions that: involve different perceptions, attitudes, decisions, etc, can have different outcomes, and may require different policy measures.  Therefore, the Association considers that in any future documents, and further discussions, the AER should make it very clear what meaning is being ascribed to any use of the word “switching”.

2. Energy Price Fact Sheets (EPFS) 
These definitely need to be easier for consumers to understand and access.  Currently, they are often very difficult to find on retailer websites.  Therefore, retailers should be required to make the availability of EPFSs  more prominent on websites.  For example, the first page of a retailer’s website should prominently indicate that EPFSs are available and provide a link to all its EPFSs.
All prices and charges on EPFSs should be only provided inclusive of GST.

3. Comparison rates and reference prices

The Association is in principle strongly supportive of providing consumers with easy to use and useful information to facilitate comparison of the cost of different electricity offers.

However, for a variety of reasons mentioned in the paper and the ACCC’s recent preliminary report on retail electricity prices, the diversity and complexity of charging structures, major differences in distributors charges, variations in consumption between consumers, complex/bundled products, feed in tariffs, etc. present major challenges compared for example to those encountered during  in the design of Australia’s grocery unit pricing system.

Therefore, the Association considers that much more work is required on this topic, including testing of options, prior to any final decisions.
However, at this stage the Association considers that:

· A “reference rate” which expresses all costs in terms of a cost per kWh is unlikely to be beneficial for consumers.  This is mainly because it will: not be well understood, result in a very small amount of money figure that many consumers will regard as insignificant, and be confused with the kWh rate in tariffs.
· Any comparison/reference prices or costs used should be large enough for consumers to consider significant.  This is needed to overcome the well-known consumer bias which results in the size of the unit of measure used to indicate price/cost influencing perception of value and cost.  For example, a cost of $25 per week is considered by many consumers to be cheaper than $1300 a year even though they are identical numerically.  And, a saving of $260 a year is regarded as being worth more than the numerically identical $5 a week.
· There is merit in further considering the mandated use of the annual estimated cost of electricity for a small number of clearly defined levels of annual consumption for an offer and assuming all available discounts are applied and only using prices inclusive of GST.  The advantages of using an annual figure include that: it is easily understood and relevant, gives a figure that consumers consider significantly high, and it is also the value used to indicate offer costs on the Energy Made Easy website.

· A mandated comparison/reference/indicator etc. value/cost should be displayed whenever a retailer advertises an offer that refers to a discount, base price, estimated annual cost, etc. and should be displayed very prominently and legibly and very close to any displayed discount, etc.  This should be required for any form of visual advertising, including on TV and the internet.  There could also be benefit from requiring the provision of this information on bills.
· All retailers operating in defined areas should be required to use the same consumption level assumptions when providing mandated cost comparison information.
· It is important to agree on, and mandate the use of, one set of words to describe what figure/value is eventually decided on.  For example, if an annual estimated cost for a specific level of consumption is adopted the Association suggests that this be only called either the “comparison cost” or the “cost indicator”.

Some electricity retailers now voluntarily provide on their websites the estimated monthly cost of various plans for several different assumed levels of consumption.  Therefore, consideration also should be given to the need for a uniform/consistent approach by retailers to the assumed levels of electricity consumption for such calculations, and to the time periods used, for example daily, weekly, monthly (calendar month/28 day), annual).  
4. Customers who are not digitally engaged

The Association considers that government energy comparator websites should have a phone service to assist the many consumers who prefer to, or can only, use the phone to obtain information.
The Association also considers that much more use should be made of community groups to facilitate increased consumer knowledge of energy matters and engagement in the energy market.

� Accepted by the Commonwealth government.







