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Overview

This paper first provides a literature review ofpgncal studies which try to identify various facsd(i.e. households
and suppliers characteristics) both price-related @aon-price related that affect the consumer’dchivig of the
electricity supplier. Secondly, it investigates @himarket characteristics could have an impactighen switching
rates. The developed UK’s market with a high leskkwitching, is analysed and compared with a dgiab
Slovene market, where a consumer switching has seem only recently. A comparison between thesentarkets
demonstrates differences in the development, orgdaon and supply of the respective markets. Thedart of the
paper deals with the analysis of consumers’ chariatics, who decided to switch to a new eleclyisitpplier.

Methods

The paper is first based orcatical literature review in order to identify decisive factors for a congumawitching.
Based on the literature review of empirical studibg® most significant barriers to consumer switghare also
identified. The literature review is followed bybanchmarking analysisof the developed retail power market (the
UK) and developing Slovenian market where compuetisitarted relatively late with newcomers entethregmarket.
The last part of the research focuses on the fiEiton of the characteristics of consumers whoidied to change
the existing suppliers (i.e. incumbent distribut@mmpanies) with a new electricity supplier whiadppens to be the
largest petroleum distribution and sales comparfylavenia.The statistical analysisis used on a sample of 35,000
consumers who have switched to the aforementionpglier. To identify typical characteristics of feeconsumers,
the consumers' data are merged with the databasaimiog consumers’ information included in theratdoyalty
program.

Results

The main factor stimulating switching in empiricstudies is found to be thegrice of electricity and related
savings Furthermore, there are several other non-prilzgae factorsSupplier’s loyalty is one of the main barrier
to switching. The users are accustomed to thailittomal suppliers and do not have the will or néada change
(Wieringa & Verhoef, 2007YYang 2014; Garling et al., 2008; Ward & Dagger, 2007; Ek & 8dwblm, 2008;
OFGEM, 2008). Consequently, it can be deducedsht@dfied consumersare those consumers, who perceive their
supplier as the one possessing the best offeh&ir inoney, and this perceived happiness influetmedty (Walsh

et al.,, 2005; Yang, 2014nnala et al., 2013; Ek & Soderholm, 2008; Gamhklele 2009; Walsh et al., 2005;
European Commission, 2009; Interstat, 2012)gdod collaboration between a consumer and a supplier also
negatively impacts switching. An offer of eleciyctogether withancillary services differentiates suppliers,
creating a competitive advantage (Watson et aD32§ang, 2014; McDaniel & Groothuis, 2012; Rowlaret al.,
2004; Borta et. al., 2011; Walsh et al., 2005; Wilson & Pri2@05; OFGEM, 2008; Interstat, 2012; Peng & Wang,
2006). Aninteresting offer and active market communicationon the supplier's side has also a positive impact.
(Wieringa & Verhoef, 2007; Gamble et al., 2009; ¥¥akt al., 2005). Theompany's imageis also important since

a good reputation encourages switching (Peng & \Wang6). Therefore, new suppliers should providelity
information on potential savings and ancillary services giveirtdecisive influence on switching (Garling et al
2008; Pollitt & Haney, 2014; Olsen et al., 2006;nata et al., 2013; Ek & Soderholm, 2008; Wilson &cE, 2009.

An offer of several energy sources (fuelspr services in one package (bundling) also engmaaswitching
(Wieringa & Verhoef, 2007; Wilson & Price, 2005. & bffer ofgreen electricity is important for environmentally
aware consumers.

The power market development in different states difierent characteristics, which also resultglififerent levels
of competition. The UK's and the Slovenian markbtier in various aspects. The British market relmt higher
switching rates in the first two years followingédiralization than Slovenian, the latter with thghteist switching rate
in 2012. The UK's suppliers are mostly private, dstit and foreign firms, while Slovenian only dotiesnd



majority state-owned firms. A one tariff systemni®re common in the UK than in Slovenia where a trewif
system is preferred Average consumption in the §JKlightly lower than in Slovenia, while suppliesffers in both
countries are similar, except for the on-line affevhich do not exist in Slovenia. The supplierthia UK, however
offer a wider range of ancillary services, suchttees protection of water boilers, central heatingtems, repair
services etc., which seems reasonable due toltimgjrtime experience in the market. Savings frortching gained
by the UK's consumers are considerably higher. OK&s suppliers have been recently creating a quatiid long
term client relationship through advisory serviqeackages and electronic devices aiming at loweswmption.

The research of the switching behaviour of Sloveransumers is based on a sample of 35,374 consumieo

switched to a new supplier, the incumbent petroleompany, between January 2010 and March 2014 eTdets
were merged with consumers' information, such aslgle age, place of living, loyalty and status,vided by the

brand loyalty program dataset. The typical consumieo switched to the new supplier is found to benale,

between 45 and 55 years old, earning a higher dvarage income, living in a house in the counteysidth the

family. His electricity bill is above average, whigmplies that the economic advantages from swiglsieem to be
important. The typical user has long-term contradgts the supplier and is receptive for speciakdfassociated
with the supplier’s loyalty program.

Conclusions

Our research on consumers switching identifieslamdrivers as most of the empirical studies. Thieepof the
electricity and associated savings appear to beobrike most decisive factors impacting switchiregidions. In
addition, some non-price related factors (suctogalty, information, the company's image, offerottier services)
also affect switching. This finding deserves a sgeattention in the current situation of a sevpriee competition
that squeezes the suppliers’ profits. In the futsmepliers should build their marketing strategies non-price
factors to a larger extent in order to maintaiingrease their market shares.
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