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Inform Me When It Matters:
Cost Salience, Energy Consumption, and Efficiency Investments

PAPER CONTRIBUTION
ABSTRACT

This paper investigates whether and why the timing of utility bills leads to Test of salience bias in residential heat energy demand.

salience bias in heat energy demand. In Germany, the 12-month billing period * Long-term estimates (not a response to one-shot treatment).

varies across buildings with a significant share of buildings receiving bills during

the summer months, when the salience of heating costs is absent or low. Using * Spillover effect on energy-efficiency investments by building

owners.
DATA & SETTING

calendar year billing as the control, I exploit this large-scale natural experiment in
utility billing cycles at the building level to identify the salience effect of costs on

energy consumption. Results point to new evidence for consumer inattention to ) ) ) o ) .
* Annual heating bills for multi-apartment buildings in 7700+ zip codes,

2008 to 2018, from leading energy metering company (via DIW
Berlin*) in Germany.

energy costs for heating: buildings that are billed during off-winter months
demand significantly more heat energy annually. Results suggest that households
are paying attention to their heating costs in the first three months of the 12-

month billing period. As a result, bills immediately before the winter heating « Households receive bills once a year. 12-month billing period varies

across buildings. Significant share of buildings receive heating bills
during off-winter months. Billing cycles not decided by tenants.

season are most effective, allowing ample opportunity to adjust consumption.
This paper further examines whether enduring differences in consumer
inattention to energy costs had a long-run impact on thermal efficiency

investments by building owners — with implications for the energy-efficiency gap. + If consumers are attentive (more so after learning and adaptation),

then timing of information should not matter.

Table 1: Heating Needs During the Year EMPIRICAL STRATEGY Fig. 1 Bill Timing = Salience of Energy Costs**
Heating Degree Days (HDD)
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RESULTS Fig. 2 Consumer response via Water heating**
PERVASIVE SALIENCE BIAS
. . . February jpp—c e—— © Water Heating
» Temporal gap between bill and winter heating March e —— @ Space Heating . . - .
- are re— * All main fuel types (oil, gas, district heating)
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30% of total heating bill.

LONG-TERM SPILLOVERS

« Does consumer inattention have a long

Effect on Heat Demand (kWh per sqm)

Table 2: Differences in Energy Efficiency Investments

DISCUSSION

Oil Buildings Built Before 1978

term impact on technology choices

Timing of bills matters significantly for heat demand

Bill Start Dependent variable: WSVO 1995 Standard
(energy-efﬁciency gap)? Overall  Heater  Roof Loft Outer Wall Windows Basement . e . .
May to July 0.231%% 000262 0.0596*** 0.0192  0.0546*** 00917 0.00560 *  Effectiveness of billing hinges on cost salience.
decisi deb (0.0435) (0.0123) (0.0151)  (0.0120) (0.0150)  (0.0144)  (0.00789)
. . . .
In men isions m
b YledSt ent decisio tst A i y Year Built -0.0010  -0.0001  -0.0007* 0.0001 -0.0006* 0.0004 -0.0001 * EV]anCC that dlﬁerences m energy
ullding owners, not tenants 0.0009, 0.0002 0.0003, 0.0003, 0.0003, 0.0003 0.0002, 11:
g > O0m) G0z @0z (ON6) (G0W5) 0005 (0.002) performance scores between buildings reflect
Year of EPC FE Yes Yes Yes Yes Yes Yes Yes 1, t d tt t. / b h . b.
. o , imited attention/ consumer behaviour biases.
* Restrict sample to buildings before # of Apts FE Yes Yes  Yes Yes  Yes Yes Yes
PLZ FE Yes Yes Yes Yes Yes Yes Yes . L . .
energy standards. v cos o 7o rocs 7968 Tots 790s * Financial incentives for energy-efficiency —
Adj R? 0189 0070 0135 0099 0124 0173 0.079 owners invest in insulation to close these

« Use data on energy performance
certificates to learn about investments

Notes: ‘The omitted billing month is January (calendar year billing), the control group. Standard errors clustered
at the zip code level. Data is limited to energy performance certificates issued 2014 to 2019. Inclusion of controls such

perceived gaps in energy performance.

as heating costs (total bill) and total living space does not change the results in the table. * p < 0.05, ** p < 0.01, ***

in building heat insulation/efficiency.  » <0001
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* DIW Berlin = German Institute for Economic Research
** 95% confidence intervals shown.
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