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The role of consumer engagement in a
well-functioning market
• Consumer engagement in the market is one of
the driving forces in the promotion of effective
competition, however…
• … consumers are subject to time and attention
limitations, behavioural biases or might simply
refuse to be engaged
• Therefore it is important for regulators to remove
barriers to engagement but we cannot rely on
switching as main indicator of a well-functioning
market.
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Early days of consumer engagement

The role of innovation in a well
functioning markets
• In a well-functioning market innovation will allow
firms to bring new products/services to the
attention of consumers.
• A variety of different tariffs, payment methods,
value-added services is the sign of a market
offering choice to consumer, provided that
consumers are aware and empowered.
• Regulatory intervention in the area of tariffs to
prevent discrimination has been challenged in
terms of potential anti-competitive effects.

2

26/09/2019

Features of the GB retail energy market
• The UK Government pioneered liberalisation in the
energy retail market in the 1990s.
• Switching rates higher than in many other countries,
especially European ones.
• The energy market has been subject to several
reviews since liberalisation, including Energy Supply
Probe (2008) and CMA investigation (2014-16)
• According to CMA (2016) lack of consumer
engagement was a key problem.

CMA investigation: proposed remedies
• ‘…for prepayment customers, we have … decided to
introduce a price cap for these customers during an interim
period while our remedies take full effect’.
• Smart meters have the potential both to address some of the
technical constraints affecting competition for prepayment
customers and to improve customer engagement more
generally.
• ‘Our approach will also harness the incentives of suppliers
and third-party intermediaries to engage customers’.
• ‘The majority of us concluded that attempting to control
outcomes for the substantial majority of customers would run
excessive risks of undermining the competitive process’.
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Future outlook and challenges
• Smart grids, distributed generation, TOU and local
pricing can support a more efficient use of energy
• New business opportunities arise for the provision of
value-added consumers services which simplify
consumers’ path to efficient use of energy.
• Regulators and policy makers need to ensure that
service providers have equal access to consumers, but
also protect vulnerable consumers that business might
not be able/willing to serve, and avoid increasing the gap
between those who can and those who can’t engage
(e.g. prosumers).

Fairer energy?
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Conclusions
Consumer engagement can have an important role in supporting
effective competition but not all consumers want and can be
engaged.
The focus on switching rates and foregone savings ignores the
‘behavioural’ nature of many consumers.
Vulnerable consumers do and will continue to require protection.
Catherine’s contributions in the area of equity and fairness in
energy remain topical and relevant in a rapidly changing energy
system.
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