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Household electricity prices can vary considerably depending on a number of economic, political and natural

factors. However, households generally have limited influence on the price of electricity due to a tightly regulated

market in many countries. The energy mix, the combination of energy sources used to produce electricity, can have

a significant impact on energy prices. The composition of the energy mix varies from region to region and can

affect the cost, reliability and sustainability of electricity. 
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1. Introduction

Energy markets, including electricity, are among the most important and growing markets in modern economies .

In general, the GDP of most countries is dominated by manufacturing, industrial processing, trade and services ,

although economies based on intangible information services are increasingly recognised as modern . However,

the profitability of all businesses is highly dependent on energy prices. This was vividly demonstrated in 2022,

when global energy prices rose sharply and energy companies began to make unprecedented profits, while global

economic growth clearly lost momentum. The implication is that the importance of energy companies, and of

energy itself, is much greater than the share of energy production in the GDP would suggest. This is because the

economy’s dependence on energy is now greater than at any time in history .

The links between economic growth and the energy market are obvious, there is a bi-directional causality between

economic growth and carbon emissions, between energy consumption and economic growth, between economic

growth and population growth, between energy consumption and urbanisation and between economic growth and

urbanisation, and there is a causality from urbanisation to carbon emissions . The carbonisation of the economy

is unprecedented in history, which is why the focus is on developing renewable energy . Furthermore, economies

are becoming dependent on them. This relationship grows as the share of renewables in the energy mix increases,

but this relationship is seen as positive because it enables the decarbonisation of the economy , and, moreover,

the development of renewables promotes economic growth .

Macroeconomic policies, especially in highly developed countries, try to protect households from high energy price

increases. On the one hand, decarbonisation is beneficial for the natural environment and thus for the population,

but on the other hand, it requires large financial outlays. It is therefore necessary to find a source to cover these

costs. In practice, they are not sought after in households, so they should not be particularly vulnerable to energy

price increases.
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It should be noted that the energy mix may change over time due to technological advances, changes in public

policy and market forces. Consumers and policymakers should take these factors into account when making

decisions on energy pro

2. Household Electricity Prices and Energy Mix

The links between the electricity market and the wider economy are complex and varied. Much attention is

currently being paid to the importance of renewable energy . The considerations include technological, social,

macroeconomic and microeconomic aspects. Studies look at energy prices , production volumes  or the

direction of the relationship between the energy market and the economy, with some studies suggesting that the

economy is dependent on energy  and others showing that there is no relationship . The advantage lies

in research suggesting that technologically advanced countries use renewable energy more effectively to stimulate

economic growth  but are also more sensitive to recession .

Environmental issues are an important aspect of research and energy policymaking . Although the costs of

implementing renewable energy solutions are high, the low variable costs can compensate for the initial investment

expenditure . However, renewable energy seems to be an unstable energy source  and cause serious

disruption to the operation of transmission networks . It is therefore difficult to become completely independent

of conventional energy from coal or oil, which is becoming a fact. The pressure to use renewable energy sources is

not only coming from governments and NGOs but also from business, which are deliberately choosing locations

with access to cheap renewable energy. This is often determined by economic considerations related to the penalty

for using conventional energy and predictions about the future .

One of the arguments for the superiority of renewable energy is related to criticisms of conventional energy. It is

commonly argued that disturbances in conventional energy markets affect the course of the economic cycle,

including changes in gross domestic product and inflation, through the volatility of prices for conventional

commodities such as coal and oil , but countries are becoming rich from renewable energy production .

Meanwhile, the variable costs and prices of renewable energy appear to be more stable, although renewable

energy production itself is less stable . In general, the situation varies from country to country, and it is difficult to

generalise, as each country has different access to raw materials, is at a different stage of development and has

different natural conditions. The factors shaping the energy market and the linkages with the economy can be on

the demand or supply side . Therefore, the impact of changes in commodity prices on the economy may vary 

.

Another way of looking at the link between the energy market and the economy is the impact of the economy’s

needs on the energy market. There is no doubt that as society’s standard of living improves, the demand for

energy increases , and this has been the case for decades . However, recent studies suggest that

households may be reducing their demand for electricity  by up to 50% without a significant loss of quality of life

, but at the same time, they need to improve their energy resistance . Similarly, industry is using more and

more energy . However, it should be noted that the situation may differ between developing and developed
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countries. Typically, developing countries require more energy as industry grows, while developed countries can

grow industry with little or no increase in energy demand if they invest more in energy-efficient solutions 

. However, notwithstanding the recognition of the importance of changes in economic activity for electricity

demand, economic activity is one of the most important determinants of electricity consumption projections. On the

other hand, there are differences regarding the horizon of analyses . In the short term, it is difficult to transform

the economy to cleaner energy sources and more energy efficient technologies, but in the long term, many

countries are already making efforts and commitments to reduce energy consumption, and the most energy

intensive sectors are in the process of implementing energy-saving solutions .

When looking at household behaviour in relation to the electricity market and electricity prices, it is important to

bear in mind the importance of electricity to modern society. Recent decades have seen fundamental changes in

the way people live, work and interact ; unfortunately, there are still significant disparities in access to energy

around the world . Households in the modern world, especially in developed countries, value comfort and

convenience; appliances powered by electricity (refrigerators, heaters, lighting and others) improve the quality of

life and have become an integral part of everyday life . Electricity is used to power computers, smart phones and

the internet; much of the working life of societies is linked to internet communication . Electricity powers

entertainment devices such as televisions, games consoles and audio systems, providing relaxation and leisure for

individuals and families . Many medical devices such as life-support systems, nebulisers and other machines

use electricity, allowing some medical treatment to be provided at home . There are many more examples of

household uses of electrical energy. In summary, electricity is the backbone of the modern household and affects

almost every aspect of daily life. Its importance lies in the comfort, convenience and opportunities it provides to

households in today’s world. Sometimes, an overly rigid approach to energy transformation, without taking into

account regional specificities, can lead to energy poverty .

Household electricity prices can vary considerably depending on a number of economic, political and natural

factors. However, households generally have limited influence on the price of electricity due to a tightly regulated

market in many countries . Prices can vary from country to country due to the availability of specific energy

sources, market structures, supply and demand, transmission costs, government policies and regulations and other

factors beyond the control of households , although energy market liberalisation is leading to greater price

integration in some countries. This is particularly visible on day-ahead electricity exchanges, where prices between

countries are interdependent . However, in addition to the prices themselves, it is the behaviour of households

with regard to electricity consumption that is important. Electricity is an important part of a household’s total

expenditure, so behaviours that encourage energy savings are encouraged . Household energy consumption

habits and the use of energy-efficient appliances and technologies can have an impact on electricity bills. More-

energy-efficient households tend to have lower electricity bills . However, there can sometimes be significant

barriers to implementing energy-efficient solutions .

The energy mix, the combination of energy sources used to produce electricity, can have a significant impact on

energy prices. The composition of the energy mix varies from region to region and can affect the cost, reliability

and sustainability of electricity. This is because different energy sources have different costs associated with their
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extraction, processing and transport. Coal, natural gas and oil are often subject to fluctuations influenced by global

markets . Renewable energy sources such as wind and solar have lower ongoing fuel costs but may require

significant up-front investment in infrastructure . Nuclear fuel costs are relatively stable but can be expensive

to manage and safely dispose of .

duction, consumption and pricing . A diverse and balanced energy mix can contribute to more stable and

affordable energy prices in the long term while reducing environmental impacts.
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