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Objectives

Objectives

* To explore what characteristics energy consumers value in a
future CoS process and what different values consumers attach to
these characteristics

* To better understand how different factors relating to the CoS
process influence, or are likely to influence, engagement with the
market

Findings
* The findings will feed into Ofgem’s work on arrangements for a
future CoS process

Ipsos MORI
Social Research Institute




Multi-mode approach to reach audiences of interest

Panel 6 X 3 hour discussions

ISR UNCIN - Total of 109 Panellists from different backgrounds who
locations are recruited to be reflective of GB energy consumers

Triad interviews 4 x 90min discussions with 10 recent switchers

in 4 Panel - They were able to bring recent experience of the CoS
locations process to the discussion

e 2 X 90min discussions with 12 ADM customers (proxy for
Mini group smart meter customers)

discussions in  Included to ascertain the extent to which their experience
East Midlands of accurate billing and access to consumption data
Influences their views about CoS arrangements
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Focus of discussion In all research events

The discussions focussed on three key characteristics of the
Change of Supplier process, namely:

 Reliability and the potential impact of possible issues arising
during the CoS process on consumer’s engagement with the CoS
process and likelihood to switch in future

 Efficiency and simplicity of the process and consumer
iInvolvement

» Speed of transfer from one supplier to another including a
consideration of how the cooling off period impacts preferences
around optimum timescales

The research also examined the extent to which the rollout of smart
meters might impact on the needs and expectations of consumers.
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Views of the Change of Supplier process

Consumer awareness of what the CoS involved was generally low,
particularly compared to awareness of the earlier stages of the
consumer journey

* It was generally viewed as a process that required little input from consumers
as most of the work conducted by suppliers

« Consumers were positive about the fact that the new supplier drives the
process

« Consumers with very limited experience of engaging the market tended to be
more apprehensive about the CoS process

e Financial: consumers incurring costs as a result of billing errors, which they
feared would leave them worse off or take a long time to resolve

* Practical: the inconvenience of having to be at home to have meter read
and concerns about inaccurate self reading

Ultimately, however, most consumers did not consider the CoS

process as being problematic
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Ensuring reliability and accuracy was the top priority

11

Consumers were concerned that a quicker process would involve a
“trade-off”’ against the reliability or accuracy of the process, and most
felt that they would prioritise reliability and accuracy over speed

Tariff price
Billing error Increase during Meter reads
transfer

: Timing of final Erroneous
Credit checks bill ey
Mis-
communication
between Loss of supply
suppliers
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Impact on consumer engagement

 While there was no consensus on whether an unreliable
transfer would make consumers reverse their decision to
complete the transfer...

* ...most felt that problems with billing (e.g. inaccurate billing)
would deter them from switching in future

* This is because participants said they would be fearful of
engaging in a process that could potentially leave them worse
off

e It was noted that even If problems get resolved, there can be
wider financial implications of a one-off mistake e.g. overdraft
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Efficiency without compromising reliability

Consumers want a process where each stage proceeds as quickly
as possible without compromising reliability. Consumers thought
that this could be achieved by better use of technology, namely:

« Use of technology for meter readings — some thought smart meters would
lead to improvements and others thought meter readings could be supplied
by text message

» Customer records transfer — could be immediately transferred from one
supplier to another, and meeting readings could be taken remotely

* Credit checks — could be carried out instantly

« Standardised procedures e.g. data transfer and processing which underpin
the CoS process would, a few consumers believe, result in fewer errors and a
guicker transfer

While consumers embraced the use of new technology they also
specified that households with smart meters should not be able to
access better deals than those without smart meters
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Minimising consumer input and good customer care

v

Ipsos MORI

Reassurance from suppliers — consumers want to feel reassured
the transfer will happen smoothly and any issues will be resolved
efficiently

Appropriate level of supplier contact — consumers want to be
kept informed during the process although frequency varied
Appropriate type of communication — consumer want suppliers to
know their customers’ preferred channel of communication and
update accordingly

Clear guidance about cooling off periods — consumers want to be
told they have a cooling-off period and the option to waive it to
facilitate a faster switch

Smarter meter-reading — consumers recognise this could mean
less involvement following roll-out of smart meters, the end of
estimated billing is viewed as the primary benefit of smart meters
Suppliers working harder for customer loyalty — some want
existing and new suppliers to compete for their custom
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Speed of the Change of Supplier process

There was considerable variation in consumers’ estimates of how
long the CoS currently takes (most said 2-6 weeks) — reflecting that
speed of switch was of low salience to most people

Reasons why it should be quicker Reasons why it shouldn’t be too quick

« So consumers can benefit from financial * Many associated speed with error

saving from a cheaper tariff « So suppliers can compete for custom
» Take advantage of technological advances during the cooling-off period

€g. _ « Some assumed fully automated (and
- Ll Toenleleegy (sl e sl e therefore quicker) process would not be

read instead of home VISits ossible and others wanted it to be longer
- using smart meters (minority view) P g

e instant credit checks to build in time for some human contact.
- Happens quicker in other markets “why * More general concerns gxpressed around
should energy be different” the market being confusing

Consumers estimates of how long the CoS process should take were
almost always lower than their estimates of how long it does take
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Optimal length of the Change of Supplier process

Taking all views into account, participants fell into one of three categories:

N

* These consumers were concerned that a quicker switch would increase
the risk of error, in particular around billing. Most consumers were in this
category

J

» Often these consumers were younger, tech-savvy people, and tended to )
be more confident when making purchasing decisions

I aEy © | hey presumed that better use of technology could cut the length of the
possible transfer )

N
« Afew argued for immediate or next-day CoS process on the basis that
they ought to be able to take advantage of cheaper tariffs as soon as they

ININELIEICKIE hecome aware of them
next day J
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Impact of the cooling-off period on timescale preferences ofgem

17

Taking all participants views into account, three general typologies emerged with
relation to the cooling off period:

« Happy to waive: A minority (confident, tech-savvy consumers, and were often
recent switchers) were relaxed about waiving and valued the choice to do so

* Reluctant to waive: These consumers valued it in so far as it slowed down the
process but also felt it was a consumer safeguard. That said, they believed the
process should happen more quickly (i.e. 2-4 weeks)

« Ambivalent: Typified by consumers who neither valued the consumer

protection, nor were enthused by the potential time or financial savings that
waiving it could bring

Ultimately, the majority of consumers maintained their original
positions on the optimal length of the switch. Those who wanted a

switch in less than 2 weeks were generally willing to waive.
However, most believe there was little incentive to do so
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Improvements to the cooling-off period

Some participants suggested changes that they thought might
make the cooling off period more useful for consumers:

A cooling-off period after the transfer to the new supplier, allowing consumers
to ‘try before they buy’, otherwise they felt it served no great purpose

* A shorter cooling-off period to get some of the benefits of waiving (i.e. faster
process and potential financial saving) without losing the consumer safeguard
completely

* A cooling off period followed by an immediate transfer with suppliers running
the checks in the background during the cooling off period to make this
possible

In conclusion, waiving the cooling period was attractive to the most
engaged, confident participants if it allowed them to move between

suppliers more quickly
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Impact of smart meters on views around CoS and

engagement

 After an explanation of smart meter functionality, most saw the potential for
an improved CoS process as a result of automated meter reading

« However, consumers showed limited interest in the specific improvements
(more accuracy, reliability and quicker CoS process)

»This was because the speed and reliability of the CoS transfer were not
the main barriers affecting market engagement

* In light of this new information only a few consumers changed their views
around timescales

»They tended to be younger, tech-savvy consumers, and reduced the
time of the CoS process to between same day and a few days
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Conclusions

« Overall the study found that the earlier stages of the consumer journey
(e.g. making purchasing decisions) are a bigger disincentive to engaging
with the market than the Change of Supplier (CoS) process

 Reliability and accuracy was biggest concern for most — billing errors
and high levels of consumer involvement were considered to be the main
potential ‘deal breakers’ in the process

 Most suggested only conservative improvements in timings as they
thought a quicker process would involve a ‘trade-off’ against the accuracy of
the process and/or consumer protection. However, a few did want the switch
to be ‘as quick as possible’

* There was a consensus that the process should be as efficient and
stream-lined as possible

« Consumers were also interested in suppliers providing better customer care
and communication, quality processes and minimising consumer
Involvement
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