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SUBMISSION ON RETAIL ADVISORY GROUP PAPER ON OPTIONS FOR PROMOTING 

RETAIL COMPETITION 

1 Orion New Zealand Limited (Orion) welcomes the opportunity to comment on 

the Retail Advisory Group (RAG) paper “Review of options for promoting retail 

competition by increasing consumers‟ propensity to compare and switch 

retailers” discussion paper (the paper) released by the RAG in April 2013. 

Introduction 

2 Our submission is in two parts: 

 General comments on the paper, and 

 Responses to the paper‟s specific questions as an appendix. 

General comments on the paper 

3 The paper is, in our view, an excellent summary of the issues. We agree with the 

recommendations a) to d) in the paper‟s Executive Summary, and in particular 

endorse the suggestion that more research be carried out to understand the 

consumers who seem to be resistant to the campaigning so far. 

4 Other matters that the RAG and the Authority might like to consider are: 

 Particularly in the context of Figure 2 in the paper (page 7), whether it is 

time to shift the focus from retailer comparison and switching measures to 

one or more of the other measures? We note that the „What‟s my 
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number?‟ (WMN) and related campaigns are directly consumer funded, 

and that such campaigns involve real and significant resource costs. 

Presumably there are diminishing returns to this activity? It would be 

unfortunate to see the WMN campaign reach the point where it „jumps the 

shark‟.1 

 Devising some metrics for reasonable end points.  For example, at what 

point is the Herfindahl–Hirschman Index sufficiently low that no further 

promotion is sensible (be that national or more local)? 

 Whether sufficient attention is being paid to consumer choice of pricing 

plan as opposed to - or as well as - retailer? We note that some of these 

plans offer potential for real economic benefits as well as consumers 

savings – for example consumers moving hot water heating load to the 

night time may help defer distribution and transmission investment. By 

contrast, consumers moving to lower cost retailers, but on the same plan, 

are largely engaging in wealth transfers.  

 The need to take care drawing conclusions from simple price 

comparisons.  We note, and it is not surprising, that retailers already 

differentiate themselves by, for example, offering other services bundled 

with electricity (gas, telecoms), and, increasingly, near real time 

information on consumption and cost. Retailers also offer choices of how 

consumers interact with them (for example Powershop looks to be an 

internet-only retailer), while retailers may chose different points on the 

service quality to cost continuum. Others differentiate themselves on 

environmental dimensions. The apparent savings available when 

electricity prices are compared in isolation is not necessarily a good 

indicator of the overall value of the service offerings, or of the relative 

benefits of each retailer‟s total offering. In short, price is not the only 

relevant dimension of competitive activity. It is good to see the RAG paper 

ask for retailer feedback on this (Questions 4 to 6) however, there are 

obvious reasons why retailers might be reluctant to provide this 

information, so any responses need to be interpreted carefully. By way of 

specific example, suppose a retailer had prices that were 10% higher than 

average, but provided information and energy management tools that 

allowed the consumer to use 20% less energy. A simple price comparison 

will clearly not capture the value of the retailer‟s offering.  

 What is the counterfactual? We note that the paper, at para 4.2.2, 

characterises “other” goods and services as being ones where consumers 

“regularly compare and switch” suppliers. We do not agree with this as 

being a reasonable counterfactual to the electricity retail market. We 

observe a range of consumer behaviours in other markets, and in 

particular we notice that many are brand driven.  Brand is just one 

                                            

1 Some might see the appearance of Jaquie Brown as evidence that this has already happened. 
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example of the ways that suppliers seek to maintain consumers and 

reduce their propensity to compare and switch.  We observe at least some 

electricity retailers devoting significant resource to establishing their 

brands and their points of difference. This is competitive activity. 

 Demand-side initiatives such as Grey Power and Kiwi Energy Trust 

attempts to procure discounts for groupings of domestic customers. 

Concluding remarks 

5 Thank you for the opportunity to make this submission.  Orion does not consider 

that any part of this submission is confidential.  If you have any questions please 

contact Bruce Rogers (Pricing Manager), DDI 03 363 9870, email 

bruce.rogers@oriongroup.co.nz.  

Yours sincerely 

 

 

Bruce Rogers 

Pricing Manager 
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Appendix: Responses to specific questions 
 

 Question  Response 

1 Do you agree with the theoretical 

outcomes that would be expected 

from a competitive retail market? If 

not why not? 

Care needs to be taken that we do not set an unreasonably high standard for the retail electricity market. The 

applicable standard is workable competition, and the retail electricity market does not need to display all of the 

features of all other „competitive‟ retail markets. 

2 Do you agree that the suggested 

measures of the 'propensity' of 

consumers to compare and switch 

retailers are useful for assessing 

the performance of the WMN 

campaign and related initiatives? If 

not why not? 

Yes.  

In this and other areas it would be useful to set some targets so that we do not continue to apply resource to this 

aspect at the expense of others.  

3 Are there any other measures that 

you think would better indicate the 

extent the issues that existed in 

2009 exist today? 

We cannot suggest any. 

4 Do you agree that these other 

indicators are less useful for 

measuring propensity to compare 

and switch retailers? If not, why 

not? 

We agree with the paper‟s suggested caution around using price convergence as the main measure of success. 

We believe the current retail offerings reflect considerable averaging with wide variations in margins across 

consumers on the same pricing plans.  Competitive activity, particularly from new entrants, could well focus on 

the higher margin end of the distribution, and over time we could see greater divergence in consumer prices via 

segmentation.   

5 Do have any views on how the Inevitably this is an area where retailers may be reluctant to share information. We recommend that the Authority 
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 Question  Response 

Authority could measure product 

innovation and proliferation? If so, 

please provide details. 

take a broad view of innovation, so that, for example, it includes such things as bundled service offerings and 

consumption information provision. 

6 If you are a retailer, please provide 

information on the number of 

products that you offer and the 

proportion of your customers who 

receive your standard product. 

We are not a retailer.  

We observe that, at least as regards electricity price offerings, retail product differentiation usually reflects 

distributor price signals.  The Authority may wish to consider how this innovation occurs given the regulatory 

environment within which distributors operate.  

We note that Orion‟s particular „wholesale‟ approach to pricing enables retailers to rebundle our pricing to create 

innovative offerings without us being involved. 

7 On the basis of the evidence 

analysed above, do you consider 

the RAG's assessment of the 

effectiveness of the WMN 

campaign is reasonable? 

Yes. 

8 Is there other evidence the RAG 

could analyse to improve the 

accuracy and strength of its 

assessment? If the RAG does not 

have access to this information, 

can you please provide it to the 

RAG? 

In our view it would be useful to better understand why some consumers remain unaware of the ability to switch, 

and why those who are aware of the ability, and potential savings, do not switch. 

We note that WMN identifies potential savings from switching retailer, whereas the potential benefits from 

changing pricing plan are probably much less obvious to consumers. 

9 Do you agree with the options 

identified? If not, why not? What 

Yes. In our own day-to-day interaction with consumers we still come across those who are not aware that they 

have choices, that switching is possible and, usually, very straightforward. It would be good to understand why 
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 Question  Response 

other options could the Authority 

consider? 

this is the case. (In fact, some consumers clearly do not understand the difference between a distributor and a 

retailer.) 

10 If the Authority is to continue its 

programme but in a modified form, 

do you think the modifications 

listed will result in a more efficient 

(cost effective) policy? Do you 

think it will lead to improved 

outcomes and, ultimately, enhance 

competition in the retail electricity 

market? 

The WMN campaign is relatively high cost, and we suspect has got to everyone it is going to get to. We suspect 

virtually any alternative now will be more cost effective. 

11 Are there any issues (practical or 

other) for the RAG to consider 

when considering implementation 

of some of the above suggestions? 

We cannot think of any. 

12 Do you agree with the RAG‟s 

approach to the requirement for a 

cost benefit analysis? 

Yes. 

13 If you think a cost benefit analysis 

is required, please provide your 

reasoning. Also, please provide 

details of the assumptions you 

think the RAG could employ in 

developing the cost benefit 

No comment. 
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 Question  Response 

analysis. 

 


