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Executive Summary

The Behavioural Insights Team (BIT) worked with the Australian Energy Regulator
(AER) to conduct an online framed field experiment to test different versions of
the proposed Basic Plan Information Document (BPID). 2,289 respondents saw
one of five versions of the test, which required them to choose one of four
hypothetical energy plans. The key findings included:

* Including the prices table led to higher confidence - however, confidence
was not correlated with better decision making

* Almost 90% of consumers were unable to correctly use the pricing table to
determine the cost of a single day’s usage

* Including the prices table as the first item on the BPID led to consumers
being less likely to pick the best energy plan

* Even the best version of the BPID only saw just over half (54%) of
consumers choosing the best plan out of four plans.

* More than 1in 10 consumers (11%) chose a plan that was objectively an
inferior option, seemingly because it had a higher discount on usage

 Most consumers thought the BPID was tailored to their situation, at least a
little

As a result, BIT recommends using version 3 of the BPID (with the prices table
on the second page) as the standard, but continuing to evaluate.
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Background to the project

The policy problem

The AER is updating the guidelines that provide guidance to
retailers in the presentation of their standing offer prices and
market offer prices. By specifying the manner and form in which
information is presented by retailers, the AER aims to creates a
clear and consistent form of presenting important information to
customers, giving them confidence in the accuracy and
comparability of this information.

BIT is supporting the AER to understand what the best way of
designing the BPID is to maximise consumer confidence and
decision-making. Evidence shows that small changes in
presentation of information can shift consumer behaviour," and
previous work found that changes in presentation of information
can affect consumers’ confidence.?

'Costa, E., King, K., Dutta, R., & Algate, F. (2016). Applying behavioural insights to regulated markets

2Behavioural Economics Team of the Australian Government (2018) Saying more with less: Simplifying energy fact sheets
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Our approach

Ideally, we would conduct a trial in the field to test the impact of
these letters on actual behaviour. However, a number of factors
made this difficult in this case - in addition to time constraints, it
would be difficult to separate the impact of the BPID on a
consumer’s decision from other factors. Instead, we combined an
online randomised controlled trial (RCT) with a brief review of the
literature. Findings from the online RCT and the literature review
fed into the recommendations.

To conduct the trial, we used Predictiv, BIT's new online rapid
research platform. Predictiv quantitatively tests the effectiveness
of communications, new products, policies and initiatives using
real participants in an online environment. It is designed to
provide an alternative method of conducting robust RCTs when a
field trial is unfeasible or not possible within the time constraints.

The AER had already developed four alternatives for testing
(drawing on previous research), and we were able to design a fifth
in the time available. This report covers the results of the trial of
these five alternatives.
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Overview of the trial

« Atotal of 2,289 respondents were asked some basic questions
about their household, to allow an estimate of energy
consumption using the Energy Made Easy (EME) website
methodology.

« Respondents were randomly allocated to one of five treatment
groups, and shown 4 plans, each plan using the same format of
the BPID.

« Respondents were asked first to choose a plan, or to stick with
their own plan. They were then asked to choose the plan they
thought would be cheapest for them, and were incentivised to
do so. They needed to view at least two plans before they
could choose.

« After this, they were asked eight confidence and
comprehension questions, both overall and about specific
parts of the BPID.

* Finally, they answered some basic numeracy questions and
filled out some questions about their demographics.

*  Further details of our analysis strategy are provided in the
attached technical appendix.

Right: screenshots from the test

*
Below are four plans for electricity from different providers. Click on the text below the logo te open up the information document (this will
open in a new tab). When you're ready, choose between the different providers, or stick with your current provider.

w 7 G

Click here for Click here for Click here for Click here for I'want to stick with
information on information on information on information on my current
Plan 1 Plan 2 Plan 3 Plan 4 provider

Earlier, you made a choice about what energy provider you would choose.

% Please tell us why you chose the way you did in the first scenario (where you chose between one of the new providers or your current
provider).

% Please tell us why you chose the way you did in the second scenario (where you picked the provider that would be cheapest for your
household).




Treatment 1
“Price table bottom”™

Treatment 2
“Price table top”

Basic Plan Information
Sunny Day Offer at 1 January 2018

Tofind out mare click here or contact us an:
Phone: 1300 00 fyou can guate reference number SUNB3E3THR]
Web: www.sunenergy.com.au

Energy

My household is most like:

Basic Plan Information
Sunny Day Offer at 1 January 2018

To find out more click here or contact us on:
Phone: 13 00 00 fyou can quate reference number SUNBIBITMR)
Web: www.sunenergy.com.au

Energy

Prices 1GST axclssiva 5o that you Gn comparawith your bill]

Ad e

12
badrooms

kiWh/day

Estimated quarterly bill

Weekly washing, Little
heating and cooling 9 ihiday $350

$290

Washing a few times 2

week, reqular heating 19 kwiday $640 $520

and cooling

% . B
people bedrooms

Daily washing, heating 26 iy $32|:| $560

and cooling

Wiz @
people badraoms.

Bill estimates ara G5T mchuses and aucludo solar paymants, concessionsand benusss and ara basad on an avarage housshold, Your housshold's usage may vary.

Key facts about this plan

= Ongoing contractwith 12 month benefit period = Discount rates only apply during the benefit period
* Fleible billing available « Eligibility criteriz 2pply
= 10 day cooling off period

= Up to 19% discount off usage charges = Discount only applies IF you:

= Ona-off $50 credit onyour first bill - pay on time [16%]
- pay by direct debit (23]
- use e-Billing [1%)
= Early exit fee: nil = Credit card payment fiee and paper bill fee apply

» Late payment fee: $12

Key features

Prices can change " Wewill advise you of prica changes [T EEENRTTEY J 9 cents par KWR FIT

. Up to 100% green energy option
" Cheaper at night and on weekends o available. Fae apply

Prices IBST axchesive 30 that you can compara with your kill]

D eb Othe a 0 No

10pm-Tam Mon-Fri 2134 cents 10pm-Tam Mon-Fri 21.34 cents
0 Sat per kW Sat per kWh

Sun Sun

Fam-5pm Mon-Fri 37147 cents 9am-5pm Mon-Fri 33.24 cents.

3pm-10pm Mon- Fri per kW gpm-10pm Mon-Fri per kWh

Tam-%am Mon-Fri 38,588 cants Tam-%am Mon-Fri 35.147 cents

Spm-Bpm Mon-Fri per kW 5pm-Bpm Mon-Fri per kih
Separatemeter 1 | Spm-Bam - 14.61 cents per kWh Bpm-Bam - 16.1 cents per kWh
Separate meter 2 11pm-5am - 22.572 cents per kWh 11pm-5am - 23.572 cents per kWh
Supply charge 84 cents per day B4 cents per day

To compare plans from all energy providers
visit the Australian Energy Regulator's independent website www .ener ov .au or call 1300 685 166

D eb Othe a 1 No

10pm-Tam Man-Fri 2134 cents. 10pm-Tam Mon-Fri 7134 cents.
0 per kiWh per kWh

Sun Sun

Fam-5pm Mon-Fri 37147 cants Sam-5pm Mon-Fri 33 24 cents.

8pm-10pm Mon-Fri per kWh Epm-10pm Mon-Fri per kWh

Tam-Fam Mon-Fri 38.588 cents Tam-Fam Mon-Fri 35,147 cents

Spm-8pm Mon-Fri per kWh Spm-8pm Mon-Fri per kWh
Separate meter 1 8pm-8am - 16.61 cents per kWh Bpm-8am - 16.1 cents per kWh
Separate meter? | 11pm-5am - 27 572 cents per kWh 11pm-5am - 23 572 cents per kWh
Supply charge 86 cents perday B4 cents par day

Key facts about this plan

= Ongoing contract with 12 month benefit period = Discount rates only apply during the benefit period
= Flexible billing availzble « Eligibility criteriz 2pply
= 10 day cooling off period

= Up to 19% discount off usage charges = Discount only applies IF you:

+ One-aff $50 cradit an your first bill - pay on time [16%]
— pay by direct debit (2%)
- use e-Billing [ 1%]
+ Eary exit fee: nil « Credit card payment fea and paper bill fee apply

= Late payment fee: $12

Key features

Prices can change o/ Wewill advise you of price changes [ETTPgEERERTETT o /7 cents per KWh FIT

/- Un o 1003% green energy option

o/ Cheaper at night and on weekands Green power available. Fees apply

My household is most like:

KWhifday Estimated quarterly bill

Base
price
T2 102 Weekly washing, little
“ people ﬁ bedrooms E heating and cooling ? KWh/day $3 50 $290
m 3 3 m Washing a few times a 19 640 | $520
week, regular heating KWHd
peaple bedrooms B i caoling Hday
4105 N Dailywashing. heating
&R o B L. O S 26 wen | $820 | $660

Bill estimatss are 65T inclusve and axcluda solar paymants. concessions and bonuses and ara basad on an avarage housshold. Your housshold's usaga may vary.

To compare plans from all energy providers
visit the Australian Energy Regulator’s independent website www <au or call 1300 B85 156
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Treatment 3

“Price table 2" page”

Basic Plan Information
Sunny Day Offer at 1 January 2018

Tefind cut more CUCK Bere or contact us on:
Bhone: 1300 00 fyou can quote reference number SUNSISITMR]
‘Web: www_Sunenergy.com.au

e

My household is most like:

Energy

Basic Plan Information
Sunny Day Offer at 1 January 2018

Tz fird cast mzre click B6TE =r conect us an:
Pagas- 13 M0 M fraw can suais relrerce rurmker SUMEZIITMR]
Wb : W . SUNENangy . Cam.ay

A\
~

I"rir.ls GO mazlowe satka o oo camrs wekyoe bl

Energy

Wy day Estimated quarterly bill ot - .
Baze 12pm-Tam Man Fri 1.3 conm 1gre- Torm Moo Fri 2134 comtn
price [ P Zat rerkifh Saf par ki

Zun Een
Tte2 Tw2 B Weekly washing, littl 9 -
; s, | $350 | $290 Furm- Epm Man- Fri IT14F coren Sam-Gpm Mzn-Fri 24 comtn
‘i people n bedrooms heating and cacling Beem Tt Mam Fri iy Bare 15y o 2 S
B B ey Washing s few tmes Tare- e Mom Fru 368 carem Tam-faem Man-Fri 14T cantn
AR pesple =i B wcchreslerbesting 19 wwien, | $640 | $520 Spm-Bpm Man Fr per Wi Eenelipm Men-Fri par kil
2nd cocling Saparmmamosar| | Gpm Bam - 14 L1 cante par KR [ T TR e——
= =] . . . - -
m ;x;b: m o oo B E:H,ITQ'"Q' PERS D8 e | $820 | $660 Saparasd meter 3 | 11pm-Gam - 27,577 cant per kifh 1lre Sem - F1577 cunmta par kifh
Supply chage 84 conta per day B4 cane par dmy

Bl etimaies 3ra G5T Inchushe and iclods slr faymants, concessions and Bosuses 2nd ar Based N 3N Varsge housahold. Your Bousshod s L53ga may vary.

Key facts about this plan

+ Onguing contractwith 12 month benefit period | » Discount rates only apply during the benefit pericd
* Fleible billing aeailzble » Cligitility critersa apply
= 10 day cacling aff periad

Discounts and * Up to 19% discount off usage charges + Discount enly applies IF you:
bonuses = One-off $50 credit on your first bill - pay on time [16%]
- pay by direct deit [2%)]
- uze e-Billing [1%)
* Early et fee: nil + Credit card payment fee and paper bill fe apply

» Late payment fe=: $12

ég" ilﬁ

Key features

L e Bl ./ Wewill advise you of price change: [l ULCUGIN /7 cents per kih FIT

./ Upto 10T green enersy opiion

OFf peak savings o Cheaper at night and on weskends 200100 g aesilable. Fees apply ey

Tecompare plans from all eacry providers
useralsn Enengy

.2 o call 100 535 165
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Treatment 4
"No price table”

Basic Plan Information
Sunny Day Offer at 1 January 2018

To find out more click here or contact us on:
Phaone: 13 00 00 fyou can guote reference number SUNBIS3TMR]
‘Web: www _sunenergy .com.au

&

My household is most like:

0 )

Energy

Tw2 Tw2
i‘ people bedrooms
-

people
Wiz @

pecple bedrooms

Bl astimates ars G5T inclusiva and sxcluda solar paymants, concessions and banuses and ars bassd on an averags housshold. our housahald's usage may vary.

=

Key facts about this plan

‘Weekly washing, liute
heating and cooling 9 wwr/day $350 $290
Washing a few times 2

week, reqular heating 19 wwn/day $640 $520

and coaling

3
bedrooms

Dol unshira N0 26 kwmiany | $820 | $660

* Ongoing contract with 12 month benefit period = Discount rates only apply during the benefit period
* Flaxible billing zvailable « Eligibility criteria apply
= 10 day cosling off pericd

Discounts and « Up to 19% discount off usage charges « Discount only zpplies IF you
[ * One-off S50 credit on your first bill — pay on time [16%]

~ pay by direct debit [2%]

- use e-Billing [1%]

* Early exit fee: nil = Credit card payment fee and paper bill fee apply
* Late payment fee: $12

| i
D

Key features

o Wewill advise you of price changes  [EE S BIT R ¥ cents per kWh FIT

vy Up to 100% green energy option
available. Fees apply

Off peak savings / Cheager atnight and on weekends

Click here to see prices on the Contract Summary

Link: www.energymadesasy.gov.au/offer/ 83837/ contract-summary/ html

To compare plans from all energy providers
wvisit the Australian Energy Regulator's independent website www.energymadesasy .gov .au or call 1300 585 165

Treatment 5
"Simplified no price table”

Basic Plan Information
Sunny Day Offer at 1 January 2018

To find out more click here or contact us on:
Phone: 13 00 00 [you can quote reference number SUNB3BITMR]
Web: www.sunenergy.com.au

Energy

Your estimated quarterly hill

Choose the household most Like yours.

3 people mﬂ to 5 people

a 1to2 people
3 bedrooms IR . bedrooms
E 110 2 bedrooms T
Washing a few
my Weekly washing, times a week, e Daily washing,
little heating & regular heating D heating, and
cooling and cooling cooling

$290 $520 $660

sl $350 dots I Pl 5520

‘You use 9 kWh/ day You use 19 kKWh/day ‘You use 26 kWh/day

Key features of this plan

/" One-off $50 credit on your first bill D Tosee prices and full details
V" 19%discount for 12 months if you of fees on the contract

pay on time, pay by direct debit, and summary click here.

use e-Billing -

J No early next fee

To compare plans from all energy providers

visit the Australian Energy Regulator's independent website www.energymadeeasy.gov.au or call 1300 685 165

© Behavioural Insights Itd




The four “plans”
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Small $345.29
Medium $637.45
Large $756.62

Small $§352.05
Medium $653.13
Large $782.32

Small $339.09 Small $329.40
Medium | $626.72 Medium | $635.40
Large $757.68 Large $788.40

Other features:

- 15% discount

Key features:

Other features:

- 20% discount

Other features:

- 15% discount

There is one plan that is the best for each household size (small = 1-2 people; medium = 3 people, large =

4 or more)

The plans have a mix of discounts, including one plan with no discount (that is the cheapest for small

households).

The plan with highest discount is actually the worst or 2"4 worst option for all household types.

Other features:
- No discount

- Flat pricing
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Prices table

Prl C ES |GET anchesire so that you mn compare with your bill]

Separate meter 1

10pm:-Tam Mon-Fri 2134 cents 10pmi-Tam Mon-Fri 21.34 cents
Sat per k'Wh Sat per k'Wh
Sun Sun

Yam-5pm Mon-Fri A7147 cents 2am-5pm Mon-Fri 3324 cents
Apm- 10pm Mon-Fri per k'Wh Bpm-10pm Mon- Fri per k'Wh
Tam-%am Mon-Fri 33.588 cents Tam-%Fam Mon-Fri J5.147 cents
Spm-Bpm Mon-Fri per kiWh Spm-Bpm Mon-Fri per k'Wh

Apm-Bam - 1£.&1 cents per KWh

Bpm-Bam - 14.1 cents per KWh

Separate meter 2

11pm-5am - 22572 cents per kWh

11pm-5am - Z3.572 cents per kWh

Supply charge

84 cents per day

Bé& cents per day
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The prices table appears to increase

When analysing the treatments that included the prices table (i.e.,
treatments 1, 2 and 3 vs treatment 4 and 5), we found a statistically
significant increase in the average reported confidence in favour of the
treatments that included the prices table.

This suggest that consumers prefer to have this information on the
document itself, and are more confident in their decisions if it is there.
However, we note that we found no correlations between confidence
and decision-making - that is, even though consumers are more
confident, it does not necessarily lead to better decisions.

How we measured this

We asked three specific questions about confidence in general in
relation to the documents they saw (answers on a 1-10 scale), and
combined the scales together:

* Thereis enough information on this document for me to take up a
new energy plan, if | wanted to.

. My ability to compare and choose a plan using the information
provided in these documents.

. How worried are you that one of the other brands was offering a
better deal than the one you chose?

Responses appeared to be consistent across the three measures.

THE

confidence BEHAVIOURAL, .

6 6.3 e Joxk
4
2
0

PT bottom PT top PT 2nd page No PT  Simple no PT

Aggregated confidence score, by treatment
(+=p<0.1, *=p<0.05, **=p<0.01, ***=p<0.007)
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The prices table has limited impact on comparisons to a
consumer’s own bill...

INSIGHTS TEAM.
When analysing consumer responses to their confidence in their
ability to compare the prices table to their own bill, consumers
reported a moderate level of confidence, an average of
approximately 6.3 on a 10 point scale. 10

How we measured this 8

Respondents were shown a copy of the prices table alone and were
asked to think about the table specifically. We then asked them to 6.3
answer (on a 1-10 scale):
* How confident to do you feel in your ability to use the
information in this table to compare this plan with your current
plang

PT bottom PTtop  PT 2" page No PT  Simple no PT

o~

=

N

o

Confidence score for comparing prices table to a
consumers’own bill, by treatment

(+=p<0.1, *=p<0.05, **=p<0.01, ***=p<0.001)
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... but they don’t appear to understand the prices table BEMAVIOURAL

We asked consumers to undertake a (relatively) simple calculation
exercise, to determine what a consumer would pay for a single day
of electricity. The overwhelming majority of respondents — nearly
90% - were unable to identify the correct amount. While this does
not directly target using the prices table for comparisons, it
highlights that consumers have difficulty using the table more
generally.

How we measured this

Respondents were shown a copy of the prices table alone and were
asked:

 Alex uses 5kWh of electricity on Friday 10 April between 10am
and 4pm, and uses no other electricity on that day. How much
will he pay for electricity on Friday, according to the table
above?

The options were:

« 185.735 cents [uses summer prices, excludes supply chargel

269.735 cents [uses summer prices, includes supply chargel

250.2 cents [correct answer]

166.2 cents [correct prices, but excludes supply chargel

Some other amount

100%

80%

60%

40%

20%

0%

PT bottom  PTtop PT 29 page No PT  Simple no PT

Proportion answering comprehension question
correctly, by treatment

(+=p<0.1, *=p<0.05, **=p<0.01, ***=p<0.001)
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Even in a hypothetical scenario, nearly half of consumers

chose not to switch

When asked to look at plans and consider choosing a plan, almost
half of the respondents chose to remain with their current plan
(46.4%). This may overstate non-switching, as it is possible that
respondents simply chose this in the belief it would move them

through the test faster, or none of the plans suited them. However,

it is more likely that it understates non-switching, as we would
expect some of those who are open to switching might drop out
during the real-world process of switching.

How we measured this

Respondents were asked to choose a plan for their household,
from four available plans. They could also elect to stay with their
current provider and plan. The cheapest plan varied depending on
household size.

We measured:

- How many selected the correct plan based purely on
household size

- How many selected the correct plan, using EME estimates
- The “dollars from correct answer” for respondents.

- How many chose to stay with their current provider (reported
here)

100%

75%

50%

25%

0%

BEHAVIOURAL
INSIGHTS TEAM.

- 54.4% 52.3% 53.7%
46.5% I

PT bottom PT top PT 2nd page No PT  Simple no PT

Proportion choosing to stay with current provider in
hypothetical choice, by treatment

(+=p<0.1, *=p<0.05, **=p<0.01, ***=p<0.001)
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THE

Most respondents, but not all, looked at all four plans SEHAVIOUMAL

When asked to look at plans to choose the best one for them, we
found that some consumers did not attempt to look at all four
plans, even when combining their actions across both the
hypothetical and the incentivised choice. Interestingly, treatment 3
and 5 were the most likely to lead to respondents looking at all four
plans at least once, with marginal statistical significance. We
hypothesise that this may be due to the simplified nature of the
first page of these two versions of the BPID — however, this effect
does not appear to exist for treatment 4, which also did not include
the prices table.

While the two versions with the prices table on the first page had
the lowest point estimates for the proportion viewing all four plans,
it is difficult to draw a clear conclusion - there appears to be some
weak evidence that not including the prices table can encourage
greater comparisons.

How we measured this

Respondents were asked to choose a plan for their household,
from four available plans twice. They had to click on at least two
plans each time - we tracked whether a respondent viewed each
of the four plans at least once across the two choice scenarios.

100%

L ox
86.7%
75%

50%

25%

0%
PT bottom PT top PT 2nd page No PT  Simple no PT

Proportion viewing each of the four plans at least once
across both choices

(+=p<0.1, *=p<0.05, **=p<0.01, ***=p<0.001)
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Placing the price table at the top appears to have a negative .
effect on ability to choose the cheapest plan

INSIGHTS TEAM.

In general, when asked to use the BPIDs to compare plans and 60%

select the cheapest, most of the treatments performed similarly to 54.6% 54.4% > 2o T 53.7%
each other. However, treatment 2 (price table at the top) appears rox 46.5%

to lead to worse outcomes - that is, consumers are less able to

select the cheapest option when this format is used. This persists

when focusing only on those who looked at all four plans. 20%

How we measured this o5

PT 2nd No PT  Simple

Respondents were asked to choose the cheapest plan for their bottom top page no PT
household, from four available plans. The cheapest plan varied Proportion choosing the cheapest plan (incentivised), by treatment
. . . . . (+=p<0.1, *=p<0.05, **=p<0.01, ***=p<0.001)

depending on household size, and participants were incentivised to
choose the cheapest plan for them (they would earn a bonus 100%

incentive if they did so).
75%
We measured:

50% 59.2% 59.7% 58.3% 58.1%
- How many selected the correct plan based purely on 51.1%
household size 25o
- How many selected the correct plan, using EME estimates
0%

PT2@ NoPT  Simple

- The “dollars from correct answer” for respondents. bottom top page no PT

Proportion choosing the cheapest plan (incentivised), by treatment, where all four

plans had been viewed.
(+=p<0.1, *=p<0.05, **=p<0.01, ***=p<0.001)
© Behavioural Insights Itd



Most of these effects appear to be driven by smaller

households

In general, smaller households picked the cheapest plan more
often, but had statistically worse outcomes under treatment 2.
Medium and large households did not show significant treatment
effects and overall chose the cheapest plan at slightly lower rates.
It is unclear whether this is due to characteristics of small
households in particular, or due to the nature of the plan that was
cheapest for them in our trial.

This effect is moderated somewhat when we include demographic
characteristics, and the effects appear consistent even when
looking at those who looked at all four plans.

How we measured this

Respondents were asked to choose the cheapest plan for their
household, from four available plans. The cheapest plan varied
depending on household size, and participants were incentivised to
choose the cheapest plan for them (they would earn a bonus
incentive if they did so).

We measured:

- How many selected the correct plan based purely on
household size

- How many selected the correct plan, using EME estimates

- The “dollars from correct answer” for respondents.

BEHAVIOURAL
INSIGHTS TEAM.

PT bottom 62.1%
PT top 47.2%

PT 2"d page 62.7% Small
No PT 58.5%
Simple no PT 62.5%

2%
e ]
B
ER
e
PT bottom
PT top
PT 27 page Medium
No PT
simple no PT
PT bottom
PT top
PT 27 page Large
No PT
simple no PT
0% 10% 20% 30% 40% 50% 60%

Proportion choosing the cheapest plan, by treatment
and by household size
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Discounts appear to confuse consumers

The test was designed such that one plan in particular had the
largest usage discount of 20%, but a higher overall cost (even after
the discount). The estimated costs for all household sizes meant
that it was never the cheapest option - in fact it was the worst or
second worst choice for all household sizes.

However, despite this, approximately 8.3% of respondents who
viewed all four plans still chose this option. This is particularly
pronounced in treatment 4. A number of the comments suggested
that respondents chose this plan on the basis that it had the higher
discount, and we suspect that the salience of a large discount
figure is driving some of this behaviour.

How we measured this

Respondents were asked to choose the cheapest plan for their
household, from four available plans (they would earn a bonus
incentive if they did so). The cheapest plan varied depending on
household size, and we asked them to explain why they selected
the plan they chose.

One plan in particular was designed such that it had the largest
usage discount of 20%, but the estimated costs for all household
sizes meant that it was never the cheapest option.

THE
BEHAVIOURAL
INSIGHTS TEAM.

\
8.3%

8.3% of respondents - or 1in 12 - selected the plan with
the 20% discount, despite it being either the worst or
second worst option

© Behavioural Insights Itd



Comparison price
estimates

My household is most like:

Al

T2
bedrooms

Week hing, Littla
Mook washng e 9wy | $350 | $290

L~ W
people

3
bedrooms

Washing a few times a
week, regular heating 19 kWh/day $E£ﬂ $5 20

and cooling

peopla

b+
bedrooms

Dzil; hing, heati
g NSNS 26 wwniaay | $820 | $660

Bill e=tsmates arn B5T mclusie and avcluds solar paymants, concessions and bonuses and are besad on an average houschold. Yosr housshold's usage may vany.
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Consumers claim they don’t find comparison price estimates ..

confusing...

Consumers generally did not report substantial issues with the
comparison price table. There were some minor issues raised - for
example, cases where households differed from the examples
provided (for example, they had 2 people but four bedrooms).
However, the overwhelming majority (76%) of respondents
answered "no”, or some variation thereof, in their free text
responses.

Note, this is not a precise measure - it captured any instance of the
phrase "no”. Hence, it would include phrases such as "l have no
idea”, but exclude phrases such as "l understood everything”.
However, we believe this measure provides a broad indication of
the types of response - but should not be taken as a specific
metric.

How we measured this

Respondents were provided with just the comparison price table,
and asked to think specifically about it. We provided a free text box
for them to provide responses, and asked:

« “Are there any elements in the table that are confusing or
unclear to youg”

We conducted a simple search to count all instances of the term
“no” appearing.

BEHAVIOURAL
INSIGHTS TEAM.

~716%

Consumers who had some variation of "no” in their free
text response when asked whether they found the
comparison price estimate table confusing
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... but consumers don’t understand what the comparison

price estimates represent

Consumers do not fully understand that the information provided in
the comparison table is a very high-level estimate. Only 24.5%
correctly identified the estimates as high level. A little over 60%
thought that the estimates were somewhat accurate, and tailored
to their suburb, while a small minority (15%) thought that the table
was tailored specifically to them.

This may have come about partly because we asked for information
such as postcode and household size - however, almost all
comparison sites and retailers will ask at least for postcode
information, which suggests this effect could occur in the field as
well.

How we measured this

Respondents were provided with just the comparison price table,
and asked to think specifically about it. We asked them:

"The information in the table above is:
* Very accurate - it’s tailored specifically to my usage.

. Somewhat accurate - it's based on similar households to mine
in my suburb.

* Not at all accurate - it’s estimate based on typical usage.”

BEHAVIOURAL
INSIGHTS TEAM.

Not at all accurate -
it's estimate based on 24.5%
typical usage.

Somewhat accurate -
it’s based on similar >
households to mine in my 60.7%
suburb.

Very accurate - it's
tailored specifically to 14.9%
my usage.

0% 20% 40% 60%

Responses to a question that asked how accurate
consumers thought the comparison price estimate was
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Consumers are somewhat sceptical about the comparison
price estimates

INSIGHTS TEAM.
Consumers remained sceptical that the comparison prices were 10
designed using consistent assumptions, with an average level of
confidence of 5.7 out of 10. This may be due to wider perceptions
of the energy industry - free text fields in other parts of the test 8
did occasionally highlight that individuals thought that energy was a

“rip-off” and plans were designed to confuse them. !
6
How we measured this
5 5.7
Respondents were provided with just the comparison price table,
and asked to think specifically about it. We asked them (1-10 scale; 4
“not at all” to “very much so”): 3
* How much do you trust that the different retailers used the 2
same assumptions when coming up with these figures? 1
0

Average confidence rating of consumers (out of 10) that
brands are using consistent assumptions when
generating comparison price estimates
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Framed field experiments will always have limitations

Online behaviour may not match field behaviour

The environment presented to respondents was highly stylised -
respondents simply had to open the links to access the BPIDs,
with no other information provided. In the real world, we would
expect people to have access to much more information prior to
seeing the BPID, and potentially make their choice after having
also made some phone enquiries.

The key result of this limitation is that the BPID may not even be
used by consumers for comparison in the real world - other
factors may influence them far more than anything in the BPID.

However, to the extent that we were testing the BPID itself as a
comparison tool, there are some reasonable parallels. We only
required respondents to view two BPIDs before choosing -
evidence suggests that consumers on average look at only a few
alternatives before choosing, even when looking on a search
engine or comparison website.’

Moreover, consumers had to click to actually access the BPID -
our understanding is that this is likely to reflect how consumers
will interact with the BPID in reality.

THE
BEHAVIOURAL
INSIGHTS TEAM.

We were only using estimated usage

At best, we could only use EME estimates to determine usage.
This may not have been accurate for all respondents, and hence
our analysis of how many picked the “cheapest” answer must be
viewed in this light.

We suspect that at least some respondents may have a better
sense of their usage (there are indications that this is the case for
at least some respondents, based on free text responses). Hence,
while we may have determined that they had chosen
“incorrectly”, based on their actual household usage (both in
terms of amount and pattern of usage), they may have actually
been correct.

However, this appears to be a relatively minor group. Many other
free text responses suggest that they chose solely on the basis of
household size, or on the basis of the discount size, which
suggests that this is how the majority of consumers will choose.
Moreover, the results were broadly similar regardless of whether
we used household size or EME estimated usage as the basis of
calculation of the “right” answer.

Jerath, K, Ma, L and Park, Y (2014), ‘Consumer Click Behavior at a Search Engine: The Role of Keyword Popularity’, Journal of Marketing Research, 51(4), pp480-486
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THE

Use BPID treatment 3, but consider contuined evaluation... BEHAVIOURAL

While behaviour does not appear to change, and consumers do not
appear to fully understand what the prices table is conveying,
consumers’ confidence is lower when the prices table is not
included. Therefore, there may be reason to use a treatment of the Basic Plan Information Basic Plan Information

BPID that includes the prices table (i.e., treatments 1, 2 or 3). Sunny Day Offer at 1 January 2018 ‘ Energy Sunny Day Offer at 1 January 2018

T il ot mers click BGrS or conia:
Phone: 13 00 00 lyou can quete reference number SUNBIZTTMR]
‘Web: www_sunenergy.com.au

Energy

PRoaG: 1300 B0 fyow can = v ber SUMESITMR]
Winh: Ww_SEERSTTY.COmL3U

However, since the trial has shown that consumers make
substantially worse choices under BPID treatment 2 (where the

My household is most like:

prices table appears first), we do not recommend using this option. =
. . ] i AL $350 | 5290 i

This leaves treatments 1and 3 — we believe that treatment 3 is B L soia | so0 g

preferable, on the basis that it appears to lead to a slightly higher W B s | se == e

proportion of respondents viewing all four plans. We hypothesise
the initial simplicity of the first page encourages greater
comparison behaviour.

However, given that even the best BPID saw at least a third of
consumers unable to pick the cheapest plan, there is scope to
continue to iterate and evaluate whether the BPID can be improved
further (assuming that consumers are using it - see following page).
Key changes to test could include:

‘campare plans iram all esery providers.
Mml—ﬂ-ﬁ-‘ "Reguilator's Indepandam wabsa v £y madesa oy pov 3 or call 1300 595 1S

- Further simplifying the comparison table (for example, leaving
just information about number of people, the kW/day figures
and the estimated prices).

- Presenting the prices table differently (for example, including

more graphical representations).
© Behavioural Insights Itd



... and evaluate the effectiveness of the BPID overall

While there is scope to improve the effectiveness of the BPID itself
as a comparison tool, it is worth evaluating whether consumers
actually use it in this way. The nature of our online test forced
consumers to only use the BPID when comparing plans - in reality,
the BPID is likely to be just once piece of information available to
consumers, which they may not even access.

For example, we understand that in most instances, consumers will
need to click to access the BPID - it will appear as a link among
other information. Hence, it is worth evaluating how many
consumers actually access the BPID when making a decision.

This evaluation could take several forms - firstly, data from EME
should provide an understanding of how often the BPIDs are
accessed, as a proportion of overall traffic (and for how long). This
could be then used to determine whether many consumers are
using the BPID. Secondly, comparison websites will likely be able to
provide data about consumer behaviour, and how much (or little)
consumers use the BPID when on their websites. Finally, energy
retailers will also have information about consumer behaviour.

Combining this information, a decision can then be made as to
whether there is merit in putting substantial resources into
improving the BPID, or efforts should be focused elsewhere to
encourage better comparison behaviour by consumers.

THE
BEHAVIOURAL
INSIGHTS TEAM.

Basic Plan Information
Sunny Day Offer at 1 January 2018

To find out more click here or contact us on
Phone: 1300 00 fyou can quote reference number SUNBIBITMR)
Web: www.Sunenergy..com.au

Energy

My household is most like:
T T

T2 12
AR oo badrooms $350 | $290
3 3
R . F— $640 | $520
4105 s
OO S~ ~ R $820 | $660
Bill sstmates aro BST nclusne and axcluda solar paymants, concessions and banus ro b2zad on an avaraga houssheld. Your housshold's usage mayvary.
Key facts about this plan
* Dingoing contract with 12 month benefit period « Discount rates only apply during the benefit period
* Flexihle billing available « Eligibility criteria apply

d

= 10 day cooli

« Upto 19% d usage charges « Discount only applies IF you
* One-aff §50 cradit an your first bill — pay on time [16%]
— pay by direct debit (%]
- use e-Billing [1%]
« Ezrly exit fee: nil « Credit card payment fee and paper bill fee apply

« Late payment fee: $12

Key features

[l ./ We will advise you of price changes o di el /7 cents per kWh FIT
) Ug to 100% green energy option
p—— /g

Prices st i 50 that you can compars with your ll

10pm-Tam Man-Fri 2134 cents 10pm-Tam Mon-Fri 2134 cents
Sat par kWh Sat par kKWh
Sun Sun
am-5pm Man- Fri 37147 cents Fam-5pm Mon- Fri 3324 cents
8pm-10pm Man-Fri per kWh 8pm-10pm Man-Fri per kWh
Tam-%am Mon-Fri 38,588 cents Tam-%am Mon-Fri 35,147 cents
Spm-Bpm Man-Fri per kiWh 5pm-Bpm Man-Fri per kWh
Separate meter 1 | 8pm-Bam - 16.61 cents per kWh Bpm-Bam - 16.1 cents per KWh
Separate meter 2| 11pm-5am - 22572 cents per kWh 11pm-5am - 23.572 cents per kWh
Supply charge 84 cents per day 84 cents per day

To compare plans from all energy providers

visit the Australian Energy Requlator's independent website www. energymadesasy gov.au or call 1300 B85 165
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Reduce frictions as much as possible

A key barrier to behaviour change is often small frictions involved in
acquiring information, making a decision or taking action. For
example, one study found that providing people with personalised
information about the best healthcare plans for them substantially
increased switching rates. Importantly, this information was freely
available, but instead of requiring consumers to actively seek it out,
the intervention focused on providing it directly.!

Similarly, past BIT trials have found that even the presence of an
extra click in an online process can lead to substantial proportions
of individuals dropping out.2 Recent work by Ofgem also focused
on including direct contact numbers and steps involved in switching
in direct communications.?

Hence, as much as possible, the BPID should aim to reduce friction.
Links on the BPID should take consumers directly to the page
where they can view information specifically about the plan they
have selected (rather than the generic website for the retailer).

THE
BEHAVIOURAL
INSIGHTS TEAM.

Basic Plan Information
sunny Day Offer at 1 January 2018

Ta find out more click here or contact us an:
Phone: 13100 00 jyou can quate referance numbear SUNEIEITMR)
Web: www . sunenergy.com.au

Kling, J. R. et al (2012). Comparison friction: Experimental evidence from Medicare drug plans. The Quarterly Journal of Economics, 127(1}, 199-235.

2Behavioural Insights Team (2014). EAST: Four simple ways to apply behavioural insights. Behavioural Insight Team, London.
Shttps://www.ofgem.gov.uk/system/files/docs/2017/11/cmol_report_0.pdf
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Personalise where possible

As noted above, most consumers believe that the figures provided
are being personalised to them to at least some extent. While this
may be driven by the fact that we asked them to enter their
postcode and basic information, it is worth noting that they will be
required to enter this information in other contexts such as energy
retailer websites or comparison websites.

Therefore, requiring that the BPID is personalised at least to the
suburb level (using reference usage data that drive the EME
estimates) would better meet expectations. Ideally, however,
personalising the BPID based on the consumer’s own inputted or
estimated data would have the biggest impact.

THE
BEHAVIOURAL
INSIGHTS TEAM.

Not at all accurate -
it's estimate based on 24.5%
typical usage.

Somewhat accurate -
it’s based on similar >
households to mine in my 60.7%
suburb.

Very accurate - it's
tailored specifically to 14.9%
my usage.

0% 20% 40% 60%

Responses to a question that asked how accurate
consumers thought the comparison price estimate was
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Long-term
recommendations
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Simplify and de-emphasise discounts

Despite the substantial emphasis placed on the estimated costs
and the costs after all discounts, it appears that a proportion of
respondents were still choosing solely on the size of the discount
(approximately 1% the plan with a 20% discount). This is despite
the plan having the highest or second highest costs after discounts
for all household sizes.

Looking at the free text where individuals were able to provide
comments on their motivations, many respondents thought it was
the cheapest and/or were motivated by the size of the discount.
This is particularly problematic when some firms provide discounts
on usage, while others provide smaller discounts, but on the whole
bill.

Recent lab evidence supports the idea that discounts lead to
confusion amongst consumers - one study found that presenting
discounts as percentages, as compared to cents-per-unit, led to
consumers making worse decisions about which energy plan was
best (notably, this study only asked consumers to choose between
two plans). It also found that providing information about an
estimated annual bill amount increased the likelihood that
consumers would pick the best plan, though this effect only appear
to be present for larger differences.’

These results suggest that more intervention may be needed to
ensure that the comparison prices are highlighted and made as
prominent as possible.

THE
BEHAVIOURAL
INSIGHTS TEAM.

"20% discount! What could
be better?”

"It looked like the
cheapest”

“20% discount for paying on
time is a great incentive”

Lunn, P. D., & Bohacek, M. (2017). Price transparency in residential electricity: Experiments for regulatory policy. Journal of Behavioral Economics for Policy, 1(2), 31-37.
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Reduce complexity and options to improve outcomes SEHAVIOUMAL

Even in a market with only four providers and simplified
information, at best slightly more than half of all consumers were
able to select the cheapest plan.

A key driver of this is likely to be the complexity of the options, and
the numbers of them. Experimental evidence suggests that as the
number of complex tariffs in the market increases, the rates of
sub-optimal switching (i.e., choosing an option that is not the best)
increases.! Similarly, as the presentation of prices becomes
complex and non-standardised, the ability to identify the cheapest
option decreases significantly.2

This has been supported by field evidence, where analysis of
switching behaviour in one academic paper found that as the
number of firms in a market increases, the share of potential gains
from switching captured by consumers decreases.® Wider evidence
also suggest that providing additional options leads to “choice
overload”, where consumers either don’t choose at all or make
worse choices.*

The impact of this is already recognised by comparison websites -
most comparison sites will only show 1 offer per retailer (see image
on right).

1Sitzia, S., Zheng, J., & Zizzo, D. J. (2015). Inattentive consumers in markets for services. Theory and Decision, 79(2), 307-332.

2Sugden, R., & Zheng, J. (2017). Do consumers take advantage of common pricing standards? An experimental investigation. Management Science.

5Wilson, C.M. & Price, C.W., 2005. Irrationality in Consumers’ Switching Decisions: When More Firms May Mean Less Benefit. , (August), pp.1-28.
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4Chernev, A., Bdckenholt, U. & Goodman, J., 2015. Choice overload: A conceptual review and meta-analysis. Journal of Consumer Psychology, 25(2), pp.333-358.




Reduce frictions to maximise switching BeRviouRAL
The nature of the exercise assumed that a consumer would obtain

up to four BPIDs for multiple plans, and use them to compare plans
and retailers.

However, the process of doing so is likely to involve substantial Midata - making com parison better
friction and effort on the part of the consumer - they need to
navigate to a website where they can obtain the BPID, enter at Midata empowers personal finance comparison choices by giving consumers easier access to

their data and helping them use it to choose the right deal.

least some basic information about themselves, and then click to
open multiple documents. If they choose to research retailers
individually (as compared to using a comparison website), then this
process needs to be repeated multiple times.

There is evidence that even small “comparison frictions”, where
consumers need to take action to obtain freely available
information to make comparisons, can have outsized impacts on
behaviour. For example, by providing senior citizens with the

Cheapest healthcare plan available for them (VS the control of The government's midata initiative was launched in

. . . 2011 as a scheme feeding into the overriding Learn more about specific
Slmply prOVIdlng the WebSIte aqdre.ss Where they COU|d Compare pragramme of providing better information and midata areas:
plans), one study increased switching rates to 28% (vs 17% control).! protection for consumers.T

m Midata and bank account comparison
It aims to encourage consumers to be more aware of

Hence, reducing frictions by providing usage information to easily e m_Midata and credit card choice

allow for personalised quotes (as per the UK Midata system), or
even providing a personalised option for consumers to switch to (as
per recent OfGem trials)?2 may result in better switching outcomes.

Kling, J. R., Mullainathan, S., Shafir, E., Vermeulen, L. C., & Wrobel, M. V. (2012). Comparison friction: Experimental evidence from Medicare drug plans. The Quarterly Journal of Economics, 127(1), 199-235.
https://www.ofgem.gov.uk/system/files/docs/2017/11/cmol_report_0.pdf © Behavioural Insights Itd



