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Gas and electricity competition — who benefits? 

PREFACE 

This study was made possible by the financial support of the Eaga Charitable Trust. 
Eaga Ltd established the Trust in February 1993 and is the Trust's sole funder. The 
objectives of the Trust are "the relief of fuel poverty and preservation and protection of 
health by the promotion of the efficient use of energy." 

The study has also received generous funding from the following sources: 

Transco 
Centrica 
Scottish Power 
Ofgem 
Electricity Association 

This study is the first of two reports produced as part of a three year longitudinal study into 
the impact of fuel competition on low income households, called "Competition Monitor". 
The second report is due in Autumn 2000. The research is a collaborative project between 
two organisations: the National Right to Fuel Campaign and Centre for Sustainable 
Energy. 

The National Right to Fuel Campaign is a company limited by guarantee with a 
membership comprised of voluntary organisations, local authorities, trade unions, 
academics and professionals in housing, welfare benefits and environmental health. The 
organisation campaigns on behalf of the fuel poor with the aim of obtaining affordable 
energy services for all. 

The Centre for Sustainable Energy is a charity and company limited by guarantee. CSE 
provides a range of services designed to provide sustainable solutions to fuel poverty. 
These include: 

• Research and consultancy on fuel poverty, utility regulation, energy efficiency and 
renewable energy. 

• An energy efficiency advice centre for the West of England. 
• Advice and training on energy efficiency and awareness, particularly for community 

groups and local authorities. 
• The delivery of community-based energy efficiency and renewable energy projects. 
• An energy in education programme that provides teaching resources, linked to the 

national curriculum, for local authorities on energy efficiency. 
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EXECUTIVE SUMMARY 
• Competition Monitor is a joint research project of the National Right to Fuel Campaign 

and Centre for Sustainable Energy. It aims to assess the impact of fuel competition on 
low income households, monitor any changes as markets develop and to put the case 
for reform to fuel companies, regulators and Government. 

• The research builds on the findings of the NRFC/CSE reports 'Better the devil you 
know' and 'Gas Competition — a better deal for all?', published in 1997 and 1998 
respectively. Competition is monitored through a national Panel of nearly 400 low 
income households. These are interviewed every quarter by 11 interviewers to 
establish their experience of competition and related issues. 

• This report is the first of two for Competition Monitor and outlines the findings of the 
research to date. It reveals that trends established at the opening of the gas market in 
the South West are continuing at a national level. 

• Direct Debit payers on Competition Monitor's household panel are taking advantage of 
gas competition while most prepayment meter consumers and frequent cash payers 
are not. This suggests that new entrants to the market are showing little interest in 
attracting prepayment meter and frequent cash payers. 

• Fewer Panel members have switched electricity supplier than have gas. This is not 
surprising given the smaller discounts on offer from the new electricity suppliers. Those 
that have switched electricity supplier have generally taken advantage of dual fuel 
offers and are able to pay by Direct Debit. 

• The evidence of Competition Monitor suggests that many people on low incomes are 
benefiting from competition. However, it is important to recognize that people on low 
incomes are not a homogenous group. Many do have bank accounts, particularly if 
they are employed, and use Direct Debit facilities. They can therefore benefit from the 
considerable discounts on offer to Direct Debit payers. 

• Many people on low incomes, however, pay by prepayment meter or frequent cash 
payments. The payment methods represent a useful means for people on low incomes 
to manage very tight budgets. Competition Monitor found that the lack of a bank 
account might also explain why people use these methods. 

• Over a quarter of Panel members changed payment method upon changing gas 
supplier. Panel members who paid by prepayment meter or quarterly bill by cash were 
particularly likely to change payment method. For Panel members who changed 
payment method upon changing supplier, most changed to Direct Debit (61%). This is 
not surprising given that the biggest discounts apply to this payment method. 

• The evidence of Competition Monitor therefore suggests that competition is having a 
significant impact on consumers' payment methods by encouraging people to change 
method. Some prepayment meter consumers are changing supplier but changing 
payment method at the same time. Competition Monitor will continue to monitor this 
factor, for example whether people find their new payment method suits them. 

• Only 4 out of 10 Panel members who switched gas supplier, or were considering 
switching, shopped around for the most suitable tariff for their circumstances. This 
suggests that the competitive energy market is not working effectively for low income 
consumers. A fully competitive market requires well informed consumers who can 
compare a wide variety of suppliers and find the 'best deal' for their circumstances. 
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• Panel members who pay by gas prepayment meter were particularly likely to live on a 
very low income. Three quarters of this group also paid by electric payment meter and 
three quarters lived in housing that was difficult to heat. 

• While most Panel members were satisfied with their payment method, about 1 out of 5 
gas and electricity prepayment consumers wanted to change their payment method. 
The most preferred method was Direct Debit. 

• Doorstep selling was a particularly effective method of persuading Panel members to 
switch supplier, although a significant minority reported problems with sales staff. Later 
research will investigate whether doorstep sales activity is tailing off and, if so, whether 
this affects the level of switching. 

• Competition Monitor found that levels of switching among Panel members varied by 
region, with the North East accounting for the highest level of switching and the North 
West the lowest. 

• Competition Monitor found that some of the original `switchers' on the Panel have 
subsequently moved back to British Gas. 

• Only 1 out of 5 retired and disabled Panel members knew that they were eligible for 
special services from their gas company. The proportion of people aware of their 
eligibility was similar for both switchers and non-switchers. However, a much smaller 
proportion of eligible Panel members were registered for special services with new 
suppliers than was the case for British Gas consumers. 

• Only a half of Panel members wanted advice on energy savings in their home, despite 
the fact that this could save money on their fuel bills. Of people wanting advice, only 
12% would approach their gas or electricity company. Most preferred to go to an 
independent advice centre. However the method of recruiting Panel members may 
have influenced this finding. 

• Only about 1 out of 5 Panel members reported receiving information on energy savings 
from their gas or electricity company. Of these, 4 out of 10 said that they found the 
advice 'very helpful' or 'of some use'. 

• Only 15% of gas consumers and 8% of electricity consumers on the Panel said they 
had had arrears over the past 2 years, although under-reporting might have been a 
problem. 18% of British Gas consumers reported arrears, compared to 8% of 
consumers of new suppliers. 

• Nearly a half of gas prepayment consumers and nearly a third of frequent cash payers 
(gas) on the Panel said they had arrears. 

• 4 out of 5 of Panel members living in homes that were difficult to heat had gas arrears, 
compared to 1 out of 5 people in homes that were easy to heat. However, only 7% of 
people with arrears said they had received energy efficiency advice from their company 
as a possible means of dealing with their arrears. 

• Nearly three quarters of Panel members in gas arrears and nearly a half in electricity 
arrears said they were offered a prepayment meter as a means of dealing with their 
arrears — the most popular option offered by companies. 

• The report concludes with a series of recommendations for improving the situation of 
low income households in competitive markets. 
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Chapter 1 — Background to the study 

1.1 Context 

In April 1996 the domestic gas market was opened up to competition in the South West as 
a pilot for introducing full competition throughout the UK. The first stage of competition in 
the electricity market started in September 1998. Full competition within the gas market 
was completed by May 1998 and within the electricity market by May 1999. 

This report presents the preliminary findings of a national research project into the impact 
of fuel competition on low income households. Called 'Competition Monitor', the research 
follows earlier research by the National Right to Fuel Campaign and Centre for 
Sustainable Energy. This investigated the impact of the pilot phase of gas competition in 
the South West on low income households. 

The findings of the research were presented in two reports, 'Better the devil you know?' 
and 'Gas Competition — a better deal for all?'. These showed that gas competition was a 
'mixed blessing' for certain groups of low income consumers. The research found that 
users of prepayment meters, households without bank accounts, households wanting to 
pay by cash and households with special needs were disadvantaged in the competitive 
gas market. 

As competition develops in both gas and electricity markets and lessons are learnt by fuel 
suppliers and Government, 'Competition Monitor' aims to monitor the current situation for 
low income groups. Gas and electricity competition — who benefits? is the interim report of 
Competition Monitor. The report focuses on issues first raised by NRFC/CSE's earlier 
research. It aims to track whether lessons have been learnt and whether low income 
consumers are faring any better within competitive gas and electricity markets. It also 
makes a number of suggestions to the Government, fuel suppliers and the energy 
regulator on how matters might be improved. 

The final report will consider possible explanations for the problems faced by low income 
consumers. It will consider, for example, such related issues as fuel arrears, energy 
efficiency and social exclusion. It will also examine in greater depth problems first 
identified during the first stage of the research. 

1.2 Research scrutiny and development 

Competition Monitor is advised by an Advisory Group of senior representatives from 
EAGACT/ DTI, regulators, Gas Forum, Electricity Association, UNISON, consumer bodies, 
Age Concern and local government. Membership of the Advisory Group is given in 
Appendix 1. Drafts of all questionnaires, bulletins and research reports are first scrutinised 
by the Advisory Group for comment and amendment. Final editorial control is held by 
NRFC/CSE. The final recommendations are solely those of NRFC/CSE and do not 
necessarily reflect those of individual members of the Advisory Group. 

The study follows the CSE's principle of 'research into action' in three ways: 

1. Advisory Groups meetings take place on a regular basis. Any problems that emerge 
from the development of competitive markets, as revealed by the research, can be 
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raised with the Group and possible solutions identified. 

2. Articles on the research have been published in The Advisor, Trading Standards 
Review, Energy Action and Anti-Poverty Matters. These publications are targeted at 
people who advise and work with people on low incomes. Readers were invited to 
contact the researchers with their experiences of advising people about competitive 
energy markets. They were also invited to make suggestions for future questions for 
the research, based on their experience. A number of advice centres are now sending 
case studies that illustrate problems they encounter with competitive markets. 

3. The questionnaires include a number of open-ended questions which allow Panel 
members (see para 1.3 below for explanation of Panel) to suggest possible 
improvements, for example on fuel payment methods. Active involvement of Panel 
members in the research will become a more central feature in later questionnaires. 

1.3 The study and methods 

`Competition Monitor' has recruited a national panel of nearly 400 low income households. 
Panel members are interviewed regularly by a team of 11 interviewers based in 7 regions. 
Three interviewers cover Scotland and one interviewer specialises in interviewing people 
whose first language is not English. These are predominantly from the Bengali community 
in London. 

Panel members are interviewed 5 times at approximately quarterly intervals. The first 4 
interviews are conducted over the telephone with most Panel members (except for people 
without telephones). The final interview will be in-depth and take place in Panel members' 
homes. The fieldwork is first piloted in the South East and then followed through on a 
phased basis in the remaining 6 regions. To date, about two thirds of Panel members 
have been interviewed for the first questionnaire (250 people) and just over a third (150 
people) for the second questionnaire. A third questionnaire was recently piloted in the 
South East. Questionnaires 1 and 2 are attached as Appendix 2 to this report. 

At the time of writing this report, fieldwork was completed for the first questionnaire in the 
South East and for most of Scotland, the North West, Midlands, the North East and East 
Anglia. Returns are still awaited from London (including the specialist interviewer). For 
the second questionnaire, fieldwork was completed in the South East, most of the North 
West and Midlands and for half the Scottish Panel members. 

The latest findings from the fieldwork are reported in a quarterly 'Competition Monitor 
Bulletin'. Three editions of the Bulletin have been produced to date. Three more are 
planned. Bulletins also include news on developments within competitive markets of 
relevance to low income households. 

This report gives a more detailed analysis of the research findings from the first and 
second questionnaires. A small amount of analysis is also included from the third 
questionnaire pilot in the South East. The final report, due September 2000, will present 
the findings of the full five interviews, plus recommendations for policy. 

The interviewers collect the following information from Panel members: 
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• their family and household circumstances; 
• the standards of service with their current energy suppliers (energy efficiency advice, 

special services for older and disabled consumers, payment and arrears policies); 
• any marketing directed at them from other energy suppliers; 
• their reaction to marketing and the opportunity to change supplier; 
• their experience of changing supplier (should they decide to change); and 
• their reasons for staying with their incumbent suppliers (should they decide not to 

change). 

The interviewers are also looking at the householders' fuel bills and related issues, such 
as type of heating, energy efficiency measures and social exclusion. All Panel members 
are asked to retain any marketing literature or consumer advice information sent to them. 
The completed questionnaires were analysed using Snap Professional Version 5. 

1.4 The recruitment of Panel members 

Local Energy Advice Centres recruited most Panel members from their data bases of low 
income users (defined as those in the lowest 20% income bracket). Welfare rights.and 
fuel rights advice centres recruited the remaining Panel members. Particular efforts were 
made to recruit older, disabled and lone parent households to ensure an approximate 
representation of the national profile of households in the lowest 20% income group. 

Recruitment of Panel members was initially slow. Extra efforts were required to increase 
recruitment, for example by involving welfare rights and fuel rights advisors. This delayed 
roll out of the research programme. However 380 people were eventually recruited onto 
the Panel. 

Because Panel members were to some extent self-selecting, they were not necessarily 
representative of the experiences of people on low incomes as a whole. The results 
should therefore be treated as only indicative. They present the experiences of one group 
of low income consumers and are not statistically representative. Nevertheless, as later 
chapters will show, there is considerable similarity between the findings of 'Competition 
Monitor' and those of similar pieces of research, for example MORI's research for Ofgas. 

All Panel members were paid a £10 fee for taking part in the research. They will receive a 
further £10 at the end of the research for staying the course. Inevitably there will be a 
certain slippage of Panel members due to people moving home or losing interest. 
However, a solid base of Panel members should continue to take part in the study. Indeed 
they could potentially play a more active role in the future direction of the research. 

Panel members were deliberately not informed of the main purpose of the research in the 
early stages to avoid possible influences on their behaviour. They were originally invited to 
take part in a 'fuel supply study'. However the very nature of the questions asked 
inevitably reveals the research aims to Panel members. This in itself could be positive. 
The increasing knowledge and awareness of Panel members could prove valuable for 
suggesting improvements to competitive markets. They could be used as a 'sounding 
board' for reactions to potential developments in competitive markets. Alternatively other 
researchers may wish to use the Panel for future studies. 
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1.5 Structure of the report 

This chapter sets out the purpose of the study and its methodology. Subsequent chapters 
address the following: 

Chapter 2 — gives an overview of energy competition and recent policy initiatives of 
relevance to low income households. 

Chapter 3 — gives a brief description of the general circumstances of the Panel members, 
for example tenure, household type, employment status and form of heating. 

Chapter 4 — gives a brief description of the fuel payment characteristics of the Panel 
members. 

Chapter 5 — assesses the initial impact of competition on Panel members, for example 
visits by doorstep sales staff, sources of information and impact of suppliers' advertising. 

Chapter 6 — compares the characteristics of `switchers' and 'non switchers' and the 
reasons for changing supplier or staying with the incumbent supplier. 

Chapter 7 — investigates standards of service, namely special services to older and 
disabled consumers, energy advice and treatment of people in arrears. 

Chapter 8 — makes some initial suggestions for making competitive markets work more 
effectively for low income households, based on the findings of Competition Monitor. 
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Chapter 2 - Competitive energy markets: an overview 

2.1 introduction 

The NRFC(CSE report 'Gas Competition — a better deal for all?', found that certain groups 
of low income households were disadvantaged in the competitive gas market. These 
included users of prepayment meters, households without bank accounts, households 
wanting to pay by cash and households with special needs. 

The study found that the differential between Direct Debit and prepayment meter tariffs 
was considerable — 25% at the time of the study. The study also found that door step 
selling was the most influential form of marketing. However many people reported 
problems in the accuracy of information provided by sales staff. The regulators later 
attempted to address this by introducing a new licence condition. Many low income 
households had very little detailed information about the full range of choices available to 
them. A considerable number experienced problems in switching supplier. 

The study also found that special services provided to older and disabled consumers, the 
quality of energy efficiency advice and the payment and arrears policies varied 
considerably between different suppliers. This was despite the licence conditions on 
standards of service. 

2.2 Subsequent developm ents 

The research was pioneering in its identification of the problems some people on low 
incomes faced in competitive markets. The new Government has subsequently made it 
clear that it expects competition to be more beneficial to people on low incomes. John 
Battle, former Minister of State for Science, Energy and Industry, stated in a speech on 4th  
June 1997: 

"If competition does not deliver a better deal for those who need a better deal the most, 
then it will not have delivered at all" 

In its Green Paper on Utility Regulation, the Government stated that a central theme of its 
proposals was to 'bring the benefits of competition to everybody'. It declared its intention 
to put the consumer at the heart of regulation and charged the then two regulators with 
producing a 'Social Dimension Action Plan'. This would put forward practical proposals for 
addressing the needs of people on low incomes. 

Ofgas also commissioned MORI to carry out detailed research into the impact of 
competition on different income groups (1). Similarly the Gas Consumers Council (GCC) 
commissioned the Personal Finance Research Centre at Bristol University to research the 
experiences of frequent cash payers in the competitive gas market (2). Comparisons 
between the findings of these research reports and those of Competition Monitor will be 
reported in later chapters. 

The GCC has paid particular attention to the differential between prepayment and Direct 
Debit tariffs. It was successful in persuading Ofgas to put pressure on British Gas to 
reduce the differential. British Gas now applies the same tariff to prepayment and 
standard credit payers (who pay later than 10 days after receiving a bill). Their differential 
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is now 13%, one of the lowest in the gas market. However current proposals for 
introducing competition to metering and to further unbundle services could cause 
prepayment charges to rise again. 

Similarly the Electricity Consumers Committees raised a number of concerns about the 
experiences of low income electricity consumers, including their initial experience of 
competition. A detailed policy report was produced in April 1999 suggesting wide ranging 
improvements (3). 

The original Social Dimension Action Plan disappointed many concerned with the 
problems faced by low income consumers. The new regulator, Callum McCarthy, 
therefore decided to revise the Plan as part of a wide ranging review of the role of the 
regulator in combating fuel poverty. The revised draft plan was released in May 1999 and 
contains a detailed analysis of the impact of competitive energy markets on low income 
households, as well as suggestions for improvements (4). 

2.3 A new resolve to tackle fuel poverty? 

In parallel to its planned reform of utility regulation, the Government announced a major 
review of its programme to tackle fuel poverty at the NRFC annual conference in May 
1998. The outcome of this review was announced at the following NRFC conference in 
May 1999. The original review calculated the extent of fuel poverty in this country and 
produced a categorisation of severity of fuel poverty, from moderate to extreme. It also 
examined the main Government programme for helping people on low incomes, the Home 
Energy Efficiency Scheme, and suggested themes for how this might be improved. 

Consultation on a revised HEES programme, called 'New HEES', was formally launched at 
the May 1999 NRFC conference (5). The proposals represent a considerable 
improvement on the original HEES programme. It increases the maximum grant for 
energy efficiency measures and introduces New HEES plus. This provides grants to 
pensioners for central heating systems. Inevitably, at a planned rate of 200,000 property 
improvements a year, it will take considerable time for everybody among the estimated 4.4 
million in fuel poverty to benefit. 

The new HEES programme makes some links with the forthcoming legislation on utility 
regulation. The new regulator has made it clear, however, that he will apply a 'light touch' 
to competitive fuel markets. He fears that too much 'interference' with emerging markets 
will distort competition, deter potential market entrants and might ultimately disadvantage 
low income consumers. 

He believes that the main role of the regulator is to create the right environment for 
competition to flourish and thereby bring prices down for everybody. He suggests this is 
the most effective contribution he can make towards combating fuel poverty. He accepts 
that companies should meet a certain amount of social and environmental obligations. 
However setting obligations is a role for Government. The Government does in fact intend 
to introduce ministerial guidance for regulators on meeting obligations in its forthcoming 
legislation on regulating the utilities (6). 

Inevitably tensions will arise between fuel poverty lobbyists and the Government on the 
need to introduce strong, interventionist guidance and the regulator's desire to encourage 
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a flourishing competitive energy market. Many lobbyists are concerned at the priority the 
Government appears to place on competition in situations when it conflicts with social 
priorities. This is illustrated by the Government's response to calls for a ban on fuel 
disconnections (as is now the case for water): 

"... a ban (on disconnections) might cause distortions in the fledgling competitive markets 
for gas and electricity. Disconnection is a legitimate last resort for gas and electricity 
supply companies." (DTI, A fair deal for consumers) 

The Government's work on social exclusion could also play a role in improving the access 
of low income households to utility services. The Government identified 'access to 
services' as a key theme in its 'New Deal for Communities'. It mainly referred to financial, 
retail and public sector services under this heading. However lack of access to utility 
services is inextricably tied up with lack of access to services in general within deprived 
areas (7). 

Lack of, or limited, access to a bank account restricts people's access to competitive fuel 
tariffs or payment facilities. Fuel debt prevents many people on low incomes from 
benefiting from competition in that companies can refuse people with arrears the option of 
switching supplier or payment method (80% of people who pay for gas by prepayment 
meter are in debt (8)). Poor and expensive local retail services reduce people's ability to 
pay their fuel bills conveniently or afford fuel at all. 'Competition Monitor' will attempt to 
• show the inter-relationship between some of these issues in later stages of the research. 

2.4 Innovative developments in competitive energy markets 

Several energy companies have developed initiatives specifically aimed at addressing the 
needs of low income consumers in competitive fuel markets. The regulator believes such 
initiatives illustrate the ability of competition to identify solutions for all sectors of the 
market. A brief description of such initiatives is given below. The list is not meant to be 
exhaustive. 

Scottish Power/Energy Action Grants Agency, 'Power for low income households' -
this pilot initiative for prepayment consumers includes three elements: preferential rates for 
gas/electricity, energy efficiency measures and debt management advice/benefits 'health 
check'. Consumers are given the option of making a fixed weekly payment through their 
meter, allowing fuel costs to be spread evenly throughout the year. 

Transco/National Energy Action - gas central heating and energy efficiency measures 
for Council tenants in Leeds. 

Transco/Combined Heat and Power Association - grants to promote CHP in social 
housing. 

MEB/NEA — funding (over and above Standards of Performance money} to assist 
disadvantaged consumers with energy efficiency measures 

British Gas/Help the Aged partnership — a package of measures for older people that 
include a home insulation programme, funding to heat day centres and lunch clubs, extra 
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funding for Help the Aged's Senior Line and promotion of Help the Aged through British 
Gas contacts with consumers. 

Ebico's Equigas — an ethical tariff that provides a single tariff regardless of how people 
pay their bills. There is no standing charge. Southern Electric Gas supplies the gas for 
the Equigas tariff. 

St Pancras housing association — sells both heat and electricity to tenants, following 
installation of a new CHP unit. Heat is included with rent but electricity is billed separately. 
Most electricity is supplied from the CHP unit, with London Electricity meeting extra 
demand through a single supply to the association. 

2.5 Conclusion: competition - the jury's still out 

The experience of people on low incomes with respect to competition is therefore mixed. 
Many people on low incomes have bank accounts and can therefore make considerable 
savings by 'shopping around' for Direct Debit discounts. Competition has brought 
considerable benefits to this group. However there is much less competition in the 
markets for prepayment and frequent cash payers. These payment methods are 
particularly important for people on low incomes. 

The Government recently expressed concern at the uneven development of competition in 
a recent press release (DTI, 2 June, 1999). This found that 'overall new suppliers are 
charging (prepayment meter consumers) on average £17 more than the incumbent'. 
Similarly Bristol University's Personal Finance Research Centre found that only two 
companies provided clear and comprehensive information about the frequent payment 
facilities on offer (Whyley & Kempson). 

Gas competition has also led to a 'harsher operating environment for the gas customer, 
especially the most vulnerable' (9). Both disconnections and installations of prepayment 
meters increased immediately after the opening of the gas market. British Gas 
disconnected 29,475 people in 1998, roughly the same as 1997 but a big increase on 
1996. The Gas Consumers Council has expressed concern that disconnections remain 
significantly higher than their historical level of around 1500 per year. Installations of 
prepayment meters by gas companies have also increased - by 25% over 1998. The 
majority of these were installed by British Gas. The total figure is now 1.4 million (10). 

The opening up of the electricity market mainly appears to have encouraged the 
development of a 'dual fuel' market, rather than a separate, 'stand alone' electricity market. 
Again the biggest discounts are only on offer to Direct Debit payers. It is also difficult for 
consumers to compare prices easily. 

Competition has encouraged some companies to develop innovative measures to help 'the 
fuel poor', as described in Section 2.4 above. However these examples still operate on a 
very small scale and are only voluntary. They represent a useful supplement to regulatory 
action, rather than the main solution to problems faced by some low income households 
within competitive markets. Furthermore no company has yet announced plans to extend 
their pilot projects to benefit low income groups on the sort of scale required, with the 
possible exception of the British Gas/Help the Aged partnership. 
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In conclusion, fuel competition is still in its early days and it is difficult to predict how it 
might develop in the near future. Developments at a European level, for example the 
liberalisation of electricity markets in EU member states, will encourage further 
restructuring and mergers within the British market. This will have implications for fuel 
consumers in Britain, for example the possible development of new payment methods or 
convergence of prices across Europe. 

A key issue for both the British government and the European Union is their willingness to 
influence the future development of fuel markets. Will they rely on an 'unfettered market' 
alone to identify solutions to the problems faced by the 'fuel poor'? Or, will they attempt to 
encourage local and sustainable alternatives to multi-national, oligopolistic suppliers? 

NRFC/CSE believe that intervention within fuel markets is necessary to ensure that people 
on low incomes benefit equally from competition. Much could be achieved through more 
effective use of existing regulatory powers. Some suggestions for improvement, based on 
the findings of Competition Monitor, will be included in the final chapter of this report. 

11 
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Chapter 3 — General characteristics of the household panel 

3.1 Introduction 

At the time of writing this report, 242 Panel members had been interviewed for the first 
questionnaire and 146 for the second. The number of Panel members by region is given 
in Table 1 below. They reflect the number of people willing to take part in the research, 
rather than relative population sizes for each region. 

Table 1 — number of Panel members by region 

Region Number on Panel 
(June 99) 

Total number on 
Panel 

South East 30 30 
Scotland (3 interviewers) 56 90 
North West (2 interviewers) 82 90 
Midlands 29 35 
North East 19 35 
East Anglia 26 50 
London 50 
Total 242 380 

This chapter describes the general household and housing circumstances of Panel 
members. It considers, for example, their employment status, their benefit status, their 
tenure, the type of housing they live in and the form of heating they use. Their 
circumstances are typical of households on low incomes. This is not surprising given the 
method of recruiting Panel members. Nevertheless, significant differences do occur 
between the circumstances of Panel members from different regions. 

3.2 Household circumstan ces 

Table 2 below gives the employment status of Panel members. The third column 
describes the circumstances of Panel members not working. 

Table 2 — household circumstances 

Employment status % Not working* 'Y 
Working full time 7 Caring for a relative 2 
Working part time 14 Retired 52 
Self employed 2 Looking after children 19 
Unemployed (registered) 23 Disabled/long term sick 23 
Unemployed (not registered) 27 Other 6 
Other 28 
Total 100 
* This column does not add up to 100% because a number of Panel members fall into 
several categories eg retired and disabled. 

Table 2 shows that only 21% of Panel members work. Many 'non-working' Panel 
members are retired and/or disabled. It is not possible to identify lone parents or single 
elderly people from the first questionnaire. However Table 4 below shows that 10% of 
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Panel members claimed one parent benefit, suggesting that the actual number of lone 
parents on the Panel is higher. This is because some lone parents do not claim one 
parent benefit. 

The original recruitment of Panel members deliberately targeted lone parents, single 
elderly people and disabled people to reflect the national profile of people on low incomes. 
Later questionnaires will establish the precise number of Panel members from these 
groups. 

3.3 Income and Benefits 

Table 3 below shows the proportion of Panel members in 4 broad income bands. 

Table 3 - Income 

Weekly household income % 
Under £85 27 
£85-£126 26 
£127 - £175 23 
Over £175 20 
Not willing to say 4 

The figures include child benefit. The figures have not been adjusted for size of family and 
do not necessarily reflect adequacy of income. Benefit levels do take into account family 
size, although many argue that means-tested benefits are inadequate for maintaining a 
reasonable standard of living. Households in higher income brackets with large families 
may therefore face more financial hardship than small households in lower income 
brackets. It is important, therefore, to consider which Benefits Panel members claim. 

Table 4 below shows the proportion of Panel members who claim Benefits. 
Table 4 — Benefit claimants 
Benefit )̀/0 Benefit ok 
Income Support 36 One parent benefit 10 
Housing and/or Council Tax Benefit 56 Family credit 10 
Disability benefit* 30 State Pension 40 
Contributory Job Seekers 
Allowance 

6 Pension (state, disability 
occupational or war) 

44 

Means-tested benefit 71 No Benefits 6 
* Includes Disability working allowance, Disability living allowance, Attendance allowance, 
Invalidity benefit, Incapacity benefit 

Table 4 shows that only 6% of Panel members do not claim benefits. It also illustrates the 
dependence of many people on low incomes on means-tested benefits. 71% of Panel 
members claim a means-tested benefit of one form or another. The figure would be even 
lower if all the pensioner members of the Panel claimed the benefits to which they are 
entitled. (An estimated 30% of pensioners eligible for Income Support do not claim it.) 

A commonly used definition of poverty equates eligibility for Income Support as 'living in 
poverty'. Eligibility for Council Tax and/or Housing Tax Benefit is equivalent to 'living in, or 
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on the margins, of poverty' (11). Table 4 therefore suggests that over a third of Panel 
members live in poverty and over a half live in, or on the margins of, poverty. The actual 
number is likely to be higher due to people who are eligible for the benefits not claiming 
them. 
3.4 Housing circumstances 
Table 5 below shows the mix of tenure, house type and heating type for Panel members. 
This mix varies considerably according to region (see section 3.6 below). Table 5 shows 
that approximately one half of Panel members own their home, that terraced houses are 
the most common housing types and that 75% have some form of gas central heating. 
Table 5 — housing circumstances 
Tenure % House type % Heating type ok 
Owned 51 Flat 20 Gas central heating 75 
Council 28 Terrace 35 Single point gas fires 8 
Housing Assn 14 Semi-detached 25 Electric central heating 9 
Private Landlord 7 Detached/bungalow 20 Single point elec fires 3 

Open fires 1 
Bottled gas heaters 1 
Other 3 

The question on 'heating type' refers to the main form of heating used by Panel members. 
It is striking that 3% still rely on single point electric fires, 1`)/0 on open fires and 1c1/0 on 
bottled gas heaters. While the figures are low, it is of some concern that even this 
proportion of people live in conditions that could be described as extreme. 
3.5 Housing problems 
Table 6 compares the difficulty of heating for different types of Panel members. 
Table 6 — difficulty of heating homes 

Characteristic Difficult to 
heat % 

Characteristic Difficult to 
heat % 

Pay. Method (gas) Heating type * 
Prepayment 72 Gas central heating 37 
Frequent cash payment 58 Single point gas fires 85 
Quarterly by cheque 43 Electric central heating 47 
Quarterly by cash 35 Single point elec fires 100 
Direct Debit 28 Tenure 
Pay. Method (electric) Owned 43 
Prepayment 54 Council 43 
Frequent cash payment 52 Housing Assn 42 
Quarterly by cheque 46 Private Tenants 65 
Quarterly by cash 46 House type 
Direct Debit 38 Flat 36 

Terrace 54 
Semi-detached 50 

All 45 Detached/Bungalow 32 
* Analysis not carried out for other types of heating due to the small numbers involved. 
The figure for single point electric heaters should be treated with caution because only a 
relatively small number of people fell into this category. 
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Table 6 shows that a greater proportion of private tenants than other tenure groups have 
problems heating their home. Similarly prepayment meter users (particularly gas), people 
with single point heaters (gas and electricity) and people in terraced houses are most likely 
to have problems heating their homes. 

With respect to other fuel poverty problems, 50% of Panel members reported problems of 
damp or condensation and 51% said they left one or more room unheated during cold 
weather. 16% said they left four or more rooms unheated. 

3.6 Regional variations 

Panel members from the six regions surveyed to date were compared on a range of 
characteristics, summarised in Table 7 below. The table reflects variations among Panel 
members and should not be regarded as typical of regional populations. 

Table 7 — regional variations 

Characteristic South 
East 

% 

Scot- 
land 
% 

North 
West 

% 

Mid- 
lands 

% 

North 
East 
% 

East 
Anglia 

% 

Nat- 
ional 

yo 
Tenure Owned 53 28 53 62 63 69 51 

Council 13 50 23 31 26 12 28 
Housing Assn 20 20 15 3.5 0 12 14 
Private tenants 14 2 9 3.5 11 7 7 

House Flat 26 38 7 14 21 15 20 
Type Terrace 20 25 40 31 47 54 35 

Semi 27 21 28 38 21 12 25 
Detached 27 16 25 17 11 19 20 

Emp. Working 20 16 21 14 32 87 20 
Status Unemp. (reg) 24 13 39 35 16 13 24 
Not Retired 36 71 47 59 25 58 52 
Working Disabled 21 17 28 14 42 26 23 
Fuel Ppm — gas 8 6 28 12 0 0 14 
Payment DD — gas 20 29 28 32 35 68 32 
Method Ppm — elec 30 42 34 17 5 19 29 

DD — elec 30 18 23 31 37 46 28 
Claiming IS 40 30 49 14 38 29 36 
Benefits HB and/or CTB 93 35 66 21 63 58 56 
% with bank account 93 73 77 93 90 100 83 

Table 7 shows that there are significant variations between the circumstances of Panel 
members in different regions. They are not necessarily representative of the fuel-poor in 
that region. However they might explain why the impact of competition on Panel members 
in different regions varies. 

A few trends do stand out. Scotland, for example, has high proportions of people living in 
Council flats, retired people, people paying by electric prepayment meter and a low 
proportion of people without bank accounts (compared to Panel members as a whole). 
The North West has high proportions of people paying by gas prepayment meter, 
unemployed people and people claiming Income Support. East Anglia has high 
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proportions of people working, people possessing bank accounts, owner occupiers and 
people paying for gas or electricity by Direct Debit. 

Later analysis for Competition Monitor will consider in more detail regional variations in 
competition, as revealed by the regional composition of Panel members. This will be 
reported in future Bulletins for Competition Monitor and in the final report. 

3.7 Summary of Chapter 3 

• Only one out of five Panel members work. Many are retired and/or disabled. 
• Over one third of Panel members live in poverty and over a half live in, or on the 

margins of, poverty. Over a half of Panel members receive a weekly household income 
of less than £126 per week. 

• Nearly three quarters of Panel member claim a means-tested Benefit. Only 6% do not 
claim a Benefit at all (including non means-tested Benefits) 

• Three quarters of Panel members have gas central heating. HoWeyer a small minority 
are dependent on very expensive, inefficient forms of heating ie single point electric 
fires, open fires and bottled gas heaters. 

• Nearly a half of Panel members reported difficulties heating their homes. The problem 
was even more severe for prepayment meter consumers and people who rely on single 
point fires for heating. 

• One half of Panel members had problems of damp or condensation and a half said 
they left one or more room unheated during cold weather. 16% of Panel members said 
they left four or more rooms unheated. 

• Characteristics, such as tenure, house type, bank account ownership, employment 
status, varied considerably between the different regions involved in Competition 
Monitor. 
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Chapter 4 — Payment characteristics of the household panel 

4.1 Introduction 

One of the main consequences of introducing competition to fuel markets is the 
differentiation of groups of consumers by their payment method. As stated earlier Direct 
Debit payers have benefited most from competition. Direct Debit payers prepared to 'shop 
around' for their gas or electricity supply can obtain considerable discounts on their fuel 
bills. However, discounts are much smaller for prepayment meter payers and frequent 
cash payers. Furthermore a number of companies levy extra charges for prepayment 
meter and frequent cash payers to cover administration costs. 

The discounts are greatest for Direct Debit gas payers. Discounts for Direct Debit 
electricity payers are more modest. Some companies have attempted to encourage 
electricity payers to switch by offering 'dual fuel' deals. This means consumers can obtain 
a greater discount by buying both gas and electricity from the same company than those 
buying one fuel alone. 

Because payment methods are so central to competition this chapter looks at the 
characteristics of Panel members according to their payment method. Chapter 6 will 
compare the experiences of competition by people who use different payment methods. 

4.2 Comparisons with national statistics 

Table 8 below shows that higher proportions of Panel members than fuel consumers 
nationally are prepayment meter or frequent cash payers. This is not surprising given that 
these two payment methods are commonly associated with people on low incomes. 
Similarly fewer Panel members pay by Direct Debit when compared with the national 
figures. 

Table 8 — payment method 

Payment method Gas 
Panel % 

National * 
% 

Electricity 
Panel % 

National * 
% 

Prepayment meter 14 7 29 25 
Fuel Direct 1 ** ** 
Frequent cash payment 17 12 12 9*. 
Quarterly bill by cheque 13 ) 34 11 ) 29 
Quarterly bill by cash 23 ) 20 ) 
Direct Debit 32 43 28 33 
* Source: Offer/Ofgas (1999), Social Action Plan: Discussion Document 
** Not given 
***Sum of 'regular cash scheme' and 'budget plan' 

It is noticeable that only 1% of Panel members pay by Fuel Direct. This reflects the 
national trend of decline in use of this payment method. In 1997 the DSS proposed a 
policy of 'gradual disengagement' from Fuel Direct, with its use limited to a scheme of last 
resort 'for claimants who are not capable of managing their financial affairs' (12). The DSS 
subsequently formally abandoned this policy but monitoring returns to the Gas Consumers 
Council suggest otherwise. During 1998 the number of people on Fuel Direct declined 
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from 118,100 to 76,700 (GCC, Gas and Disconnection Newsletter. Issue 8). Certainly the 
Government, in advising people on how to deal with arrears, regards Fuel Direct as 'only 
available if there is no other suitable method of dealing with the debt' (13). 

76% of Panel members with gas prepayment meters also paid for their electricity through a 
prepayment meter. These are likely to represent people on a very low income. Dual 
prepayment raises a number of concerns eg people with two prepayment meters pay, on 
average, £65 more for their fuel than people who pay for both fuels by Direct Debit 
(Offer/Ofgas, Social Action Plan). There is also double the risk of 'self disconnection' from 
a fuel supply. This issue will be considered in greater detail in the third questionnaire. 

4.3 Characteristics of Pan el members by payment method 

Table 9 and 10 below compare different groups of Panel members by their fuel payment 
methods. 

Table 9 — comparison of Panel members by gas payment method 

Characteristic Prepay 
% 

Freq. 
Cash % 

Quart. 
cheque % 

Quart. 
cash )̀/0 

Direct 
Debit % 

Owned 9 12 18 13 48 
Council 23 21 7 29 20 
Hsg Assn* 8 34 8 23 23 
Private rented 30 30 10 30 0 
Full time 0 9 27 0 64 
Part time 21 8 13 21 37 
Unemp — registered 28 25 8 17 22 
Unemp not registered 10 22 10 32 27 
Retired 3 11 16 33 37 
Disabled 17 28 11 22 22 
Income Support* 23 24 9 26 17 
All* 14 17 13 23 32 
* Does not include Fuel Direct 

Table 10 — comparison of Panel members by electricity payment method 

Characteristic Prepay 
% 

Freq. 
Cash % 

Quart. 
cheque % 

Quart. 
cash % 

Direct 
Debit '% 

Owned 15 7 19 18 41 
Council 48 14 3 24 11 
Hsg Assn 47 15.5 3 19 15.5 
Private rented 24 29 0 29 18 
Full time 25 0 17 8 50 
Part time 32 4 8 20 36 
Unemp reg. 43 19 5 14 19 
Unemp not reg. 27 12 4 28.5 28.5 
Retired 7 9 15 33 36 
Disabled 30 18 7 20 25 
Income Support 42 17 5 22 14 
All 29 12 11 20  28 
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Table 9 shows that Panel members in the private rented sector are particularly likely to pay 
for gas by prepayment meter or cash. It suggests they are on a very low income. A large 
proportion of registered unemployed people on the Panel also pay by prepayment meter. 
Conversely owner occupiers and full time employees on the Panel are particularly likely to 
pay for gas by Direct Debit. They are likely to be on higher incomes than other income 
groups. 

Table 10 shows that a large proportion of Council and housing association tenants on the 
Panel pay for their electricity by prepayment meter. Unlike gas, electricity prepayment 
meters are not particularly associated with the private rented sector. Again owner 
occupiers and full time employees are more likely to pay by Direct Debit. 

Few retired people on the Panel pay by prepayment meter for gas or electricity. This is 
similar to the findings of other research in this field and is in part due to the fact that many 
older people are unwilling to go into debt. However a significant proportion of disabled 
people pay by this method (ie around the same proportion as Panel members as a whole). 
This finding is to some extent surprising because for many disabled people recharging 
prepayment cards/buying tokens etc can be very inconvenient. 

The profile of Panel members' payment methods is very similar to the findings of MORI's 
research for Ofgas (Gas competition review). 

4.4 Bank account owners hip 

Table 11 shows the proportion of Panel members who do not possess a bank account 
according to their payment method. 

Table 11 — payment method by lack of bank account 

Gas payment method % without bank 
account 

Dec payment method  I % without bank 
account 

Prepayment meter 28% Prepayment meter 31% 
Frequent cash payment 38% Frequent cash payment 41% 
Quarterly bill by cheque 0% Quarterly bill by cheque 0% 
Quarterly bill by cash 12% Quarterly bill by cash 11% 
Direct Debit* 9% Direct Debit* 5% 
All consumers 17% 
* These people may be using Direct Debit through a credit card facility. A further 
questionnaire for Competition Monitor will attempt to establish whether this is the case. 

Around 3 out of 10 prepayment consumers and 4 out of 10 frequent cash payers (gas and 
electricity) on the Panel do not possess a bank account. This figure is much higher than 
Panel members as a whole (17%). It is possible that there is a degree of correlation 
between the two factors (non-possession of bank account and paying by prepayment or 
frequent cash payment) ie the lack of a bank account may partly explain why some Panel 
members prefer to pay by prepayment meter or frequent cash payment. 

Among Panel members who do possess a bank account, 37% pay for their gas and 33% 
pay for their electricity by Direct Debit. These figures rise to 44% and 39% respectively for 
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people who have a Direct Debit facility with their bank account (see Tables 9 and 10 for 
figures on the proportion of Panel members as a whole who pay by Direct Debit). 

4.5 Satisfaction with payment method 

Table 12 below shows that the great majority of Panel members are happy with their 
payment method. 

Table 12 — satisfaction with payment method* 

Gas % Want 
to 

change 
method 

Electricity % Want 
to 

change 
method 

Satis- 
fled` 

Neut- 
ral 

Dissat 
isfied 

Satis- 
fled 

Neut- 
ral 

Dissat 
isfied 

Prepayment 
Frequent cash 
Quart. 
Cheque 
Quart. Cash 
Direct Debit 
All 

82 
95 
78 

93 
95 
91 

11 
0 
9 

7 
3 
5 

7 
5 

13 

0 
2 
4 

19 
11 
12 

23 
3 

12 

91 
96 
88 

89 
95 
92 

4 
0 
8 

9 
3 
5 

5 
4 
4 

2 
2 
3 

18 
8 

13 

0 
2 
8 

*The 'satisfied' and 'very satisfied' categories were grouped together as were the 
`dissatisfied' and 'very dissatisfied' categories. 

Table 12 shows that the greatest levels of dissatisfaction appear to occur with people who 
pay for gas by prepayment meter or quarterly cheque. There is no obvious explanation for 
the latter. The former might be attributed to the technical complexities of using a gas 
prepayment meter or the fact that gas is more expensive for people who pay by this 
method. However these are only tentative suggestions. It is significant that over 80% of 
gas prepayment meter payers still said that they were either satisfied or very satisfied with 
this payment method. 

Panel members were also asked whether they would like to change their fuel payment 
method. Only 12% of gas consumers said they would. This figure rose to 19% for 
prepayment meter consumers and 23% for people who paid by quarterly cash. The 
options most preferred by prepayment consumers who wanted to change were budget 
plan, Fuel Direct and Direct Debit in equal numbers. The most preferred option for 
quarterly cash payers was Direct Debit. These findings should be treated with caution due 
to the small numbers involved. 

Only 8% of electricity consumers on the Panel said they would like to change payment 
method. This figure rose to 18% for prepayment meter users and 13% for people who 
paid by quarterly cheque. 

The options most preferred by prepayment meter consumers who wanted to change were 
'budget plan' and 'Direct Debit'. The option preferred by quarterly cheque payers was 
Direct Debit. These findings should also be treated with caution due to the small numbers 
involved. 
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Almost all gas and electricity Direct Debit payers said they would like to continue paying by 
this method. 

4.6 Summary of Chapter 4 

• The proportion of Panel members who pay by prepayment meter for gas or electricity is 
higher than the national average. A higher proportion also pay by frequent cash 
payments. This is not surprising given that the Panel is made of up of people on low 
incomes and both payment methods are common among this group. 

• By contrast, the proportion of Panel members paying by Direct Debit for gas or 
electricity is lower than the national average. 

• Over three quarters of Panel members with a gas prepayment meter also paid for their 
electricity through a prepayment meter. 

• About 3 out of 10 prepayment meter consumers and 4 out of 10 frequent cash payers 
on the Panel do not possess a bank account. This compares to 17% of Panel 
members as a whole. 

• Most Panel members are satisfied with their payment method, although prepayment 
meter users (gas and electricity) are more likely to want to change their payment 
method than Panel members as a whole. 
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Chapter 5 — The impact of competition 

5.1 Introduction 

This chapter assesses the initial impact of fuel competition on Panel members. Fieldwork 
for Competition Monitor started in April 1998. Every Panel member could therefore 
choose his or her gas supplier at this time, although markets were more developed in 
some regions than others. Electricity competition started in September 1998 and was not 
completed until May 1999. It was therefore 'rolled out' during the early stages of fieldwork 
for Competition Monitor. 

This chapter will consider the extent of marketing activity by gas and electricity companies, 
the impressions of Panel members of such marketing, the most common sources of 
information for Panel members and the impact of company advertising. Chapter 6 will 
consider in more detail the characteristics of Panel members who have or have not 
changed suppliers (the `switchers' and 'non switchers'). 

5.2 Doorstep sales staff 

52% of Panel members were visited by sales representatives of gas supply companies. 
This figure rose to 60% in the South East. The lowest was the North East with 37%. The 
average number of visits to Panel members (visited by sales staff) was 2.2. Table 13 
below shows the extent of doorstep selling to Panel members by different gas company 
representatives. The percentages represent the number of visits by each company as a 
proportion of the total number of visits by all companies. 

Table 13 — gas company sales representatives 

Company No. % Company No. % 
Eastern 37 22 British Gas 6 4 
Calortex 29 17 Norweb 5 3 
Northern 21 12 Amaco 4 2 
Manweb 18 11 Amerada 3 2 
MEB 18 7 Southern 3 2 
Scottish Power 10 6 East Midlands 2 1 
SWALEC 8 5 Yorkshire 1 1 
Beacon 7 4 Scottish Hydro 1 1 

Table 13 shows that Eastern Gas accounted for the most doorstep sales activity, followed 
by Calortex and Northern. 

Only one Panel member reported a visit by a doorstep seller representing an electricity 
company, although fewer Panel members were asked this question (second 
questionnaire). This suggests there has been little doorstep sales activity among Panel 
members by electricity companies following the opening up of the electricity market. 
However it is possible that some gas company sales representatives may also have 
marketed electricity as part of a dual fuel package. 

The experience of Panel members with respect to doorstep sales staff was mixed. 43% 
said that they found them 'informative, persuasive or of some interest'. However, 15% said 
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they found representatives 'of little interest', 28% found them 'pushy' or 'off putting' and 
19% said they would not talk to them. The quotes below illustrate some Panel members' 
experiences: 

"The saleslady answered all my questions" 
"All were fine. They answered all my questions" 
`X Company were very helpful" 
"The new company tried to get me to sign up immediately without any details or 
information" 
'X company were horrible and would not take no for an answer" 
"I did not like X Company. I felt threatened by them. The guy wouldn't leave until he made 
a sale". 
"I was told that my bill would become much cheaper — but it wasn't" 

"I felt vulnerable because of my age" 
"Once all the companies found out about the quantum meter, they showed no interest—
they couldn't answer my questions" 

There is therefore a significant minority of Panel members who report negative 
experiences with doorstep sales staff, despite the new licence condition introduced in early 
1998. Nevertheless doorstep selling represents an important source of information about 
competition for people on low incomes. The following section considers information in 
more detail. 

5.3 Sources of information on gas competition 

Panel members who had switched gas supplier or were considering switching supplier 
were asked where they would (or did) get information about new suppliers. Table 14 
below illustrates the sources of information for Panel members. 

Table 14 - sources of information on gas competition 

Information sources % Information sources % 
Doorstep sales staff 60 Friends or relatives 10 
Adverts in newspaper/magazine 18 Exhibition in shopping centre 11 
Adverts on television 16 Advertising material through post 24 
Adverts on radio 6 Newspaper articles 13 

Other sources of information reported by Panel members included consumer programmes 
on the television or radio, Which? Magazine and company showrooms/offices. Table 14 
suggests that doorstep selling is a particularly effective method of encouraging people to 
switch suppliers. This reinforces the findings of similar research eg MORI's Gas 
competition review states that doorstep selling appears to be particularly effective with 
people on low incomes. 
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5.4 Sources of information on electricity competition 

The second questionnaire asked PES consumers and consumers of new electricity 
suppliers on the Panel whether they had seen advertising from their own company. 15% 
of PES consumers said that they had seen advertising. Of these, 82% said they had seen 
television adverts; 27%, newspaper adverts and 27%, leaflets. 

27% of consumers of the new electricity suppliers had seen advertising by non-PES 
companies. However only 13 Panel members have switched electricity company, although 
this is likely to increase once all Panel members are interviewed. 

5.5 Comparing companies 

Panel members do not appear to shop around to find the best deal for their circumstances. 
Panel members who had changed supplier, or were considering changing supplier, were 
asked how many companies they compared for tariff information. This is illustrated in 
Figure 1 below. It is striking that 60% of Panel members who had switched companies or 
were considering switching companies, made either no comparisons or only a comparison 
with one other supplier. 

Although Panel members did not compare tariffs, the main motivation for changing either 
gas or electricity supplier was 'cheaper prices'. 84% of Panel members who have 
changed supplier or are considering changing supplier referred to this factor (see Table 15 
below). This suggests that the competitive energy market is not working effectively for low 
income consumers (based on the evidence of Competition Monitor). A fully competitive 
market requires well informed consumers who can compare a wide variety of suppliers 
and find the 'best deal' for their circumstances. Competition Monitor will further research 
the information 'barriers' faced by Panel members, for example whether Panel members 
find it difficult to compare prices or do not have the time and resources to make 
comparisons. 
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Table 15 — reasons for changing supplier 

Why did you/would you change supplier? Gas % Electricity °A)* 
Cheaper prices 84 82 
Take advantage of 'dual fuel' offer 5 27 
Looking for better service from new supplier 7 18 
Poor service from current supplier 7 5 
Bad experience with current supplier 10 5 
Other people I know have switched 3 0 

These figures should be treated with caution since only about 1/3 of Panel members 
have been interviewed, to date, about electricity competition (2nd  questionnaire). Of these, 
only 13% said they were interested in changing supplier. 

Service quality does not appear to be a significant factor when people consider from whom 
to buy their gas or electricity. It is notable that some Panel members refer to the 
convenience of buying their gas and electricity from one supplier. 

Two Panel members reported more alarming reasons for switching: 

"I didn't realise signing the form meant I changed company" 
"I signed up just to get rid of them" (doorstep sales staff) 

5.6 Summary of Chapter 5 

• About a half of Panel member were visited by sales representatives of gas supply 
companies. Eastern, Calortex and Northern were the most active companies. 

• There is little evidence of doorstep selling following the opening of the electricity 
market. 

• Doorstep selling appears to be a particularly effective method of persuading consumers 
to switch companies. 

• However, there is still evidence of poor practice by some sales staff, despite the new 
licence condition on marketing. 

• 6 out 10 Panel members who had switched supplier, or were considering switching 
supplier, made either no comparisons of tariffs on offer or only a comparison with one 
other supplier. This suggests many Panel members do not fully understand how 
competition works. 

• The main motivation of Panel members to switch suppliers was 'cheaper prices'. 
Quality of service was not a significant factor. However the convenience of buying gas 
and electricity from one supplier does appear to be a significant factor. 
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Chapter 6 — Changing fuel suppliers 

6.1 Introduction 

This chapter compares the characteristics of Panel members who have changed gas 
suppliers with those who have not: the `switchers' and 'non switchers'. Where possible, 
comparisons are made with the findings of other research. It then investigates the reasons 
why some Panel members have changed gas supplier while others have stayed with 
British Gas. It then considers the experiences of Panel members with respect to the 
`switching process' and concludes with some preliminary findings of the impact of 
electricity competition on Panel members. 

6.2 Payment methods of `switchers' and 'non-switchers' 

Figure 2 below compares the payment methods used by British Gas consumers on the 
Panel and consumers of new suppliers. 
Figure 2 — payment methods 
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Figure 2 shows that Direct Debit payers account for a half of consumers of new suppliers, 
compared to 28% for British Gas. By contrast prepayment meter consumers account for 
only 4% of consumers of new suppliers, compared to 17% for British Gas. 

Alternatively, considering all Panel members who pay by prepayment meter, only 7% are 
consumers of new suppliers, compared to 38% for Direct Debit payers. This difference is 
statistically significant (99% confidence level). The finding is comparable with MORI's 
findings (Gas Competition Review). This found that only 5% of prepayment meter were 
consumers of new suppliers, compared to 51% of Direct Debit payers. 

This finding is not surprising given that Direct Debit payers can make far greater savings 
by changing supplier than prepayment consumers. For the latter British Gas remains one 
of the cheapest suppliers. This may be because British Gas prices are regulated across 
all payment methods, unlike the new gas companies. British Gas's prepayment meter 
prices are generally cheaper than those of competing suppliers. Furthermore many 
prepayment meter consumers have arrears and are therefore prevented from changing 
supplier. 

The evidence of Competition Monitor therefore suggests that new companies are not 
particularly interested in competing for prepayment meter consumers. Little appears to 
have changed since NRFC/CSE's earlier study of the opening of the gas market in the 
South West. Future research for Competition Monitor will continue to monitor whether this 
situation changes. 

Figure 2 also shows that a higher proportion (17%) of British Gas consumers on the Panel 
are frequent cash payers than consumers of new suppliers (12%). Again this suggests 
that new gas suppliers are less interested in competing for this section of the market. 
Bristol University's Personal Finance Research Centre, for example, found that only two 
companies provided clear and comprehensive information about the frequent payment 
facilities on offer (Whyley & Kempson). 

Competition Monitor found that 28% of Panel members changed payment method upon 
changing gas supplier. Panel members who paid by prepayment meter or quarterly bill by 
cash were particularly likely to change payment method. This finding needs to be treated 
with caution because of the small numbers involved. For Panel members who changed 
payment method upon changing supplier, most changed to Direct Debit (61°/0). This is not 
surprising given that the biggest discounts apply to this payment method. 

From the evidence of the household Panel it therefore appears that competition is having a 
significant impact on consumers' payment methods in that it encourages people to change 
method. Competition Monitor will continue to monitor this factor, for example whether 
people find their new payment method suits them. 

The third questionnaire includes questions on the awareness of consumers of price 
differentials according to the payment method they use. Preliminary findings from the 
South East suggest that most Direct Debit consumers are aware that this is the cheapest 
payment method. By contrast, one third of prepayment consumers believe, erroneously, 
that prepayment is the cheapest payment method. 

27 



Gas and electricity competition — who benefits? 

6.3 Other characteristics of `switchers' and 'non-switchers' 

Table 16 below shows the proportion of `switchers.  within each region. 

Table 16 — `switchers' by region 

Region Non-switchers Switchers 

South East 62 38 
Scotland 76 24 
North West 84 16 
Midlands 77 23 
North East 35 65 
East Anglia 74 26 
All 73 27 

Table 16 shows that the North East has the highest proportion of switchers amongst Panel 
members and the North West, the lowest. This might reflect the relative maturity of 
markets within the different regions, although it is difficult to generalise given the relatively 
small number of Panel members in some regions. 

Table 17 — characteristics of `switchers' 

Characteristic Switchers % Characteristic Switchers % 
Owned 25 Full time 40 
Council 34 Part time 33 
Hsg Assn 15 Unemp — registered 32 
Private rented * Unemp not registered 30 
Retired 21 Claiming Income Support 26 
Disabled 15 All 27 
* Analysis not carried out due to the small numbers involved. 

Table 17 suggests that the profile of `switchers' is very mixed. A high proportion of full time 
employees has switched. By contrast, relatively low proportions of retired, disabled people 
and. housing association tenants have switched. 

6.4 Changes between first and second questionnaire 

At the time of writing this report, 146 people had been interviewed for the second 
questionnaire. Of these, 127 had a gas supply. Competition Monitor found that a further 
7% of Panel members (9 people) had switched gas supplier in the period between 
conducting the first and second questionnaires. The proportion of `switchers' now stands 
at 31% - 4% more than the first questionnaire_ However, since only about a third of Panel 
members had been interviewed for the second questionnaire, they may not have been 
representative of Panel members as a whole. 

Four of the Panel members who switched between the first and second questionnaires 
actually changed back to British Gas. They represent 9% of the total number of 
`switchers', including people who had already switched at the time of carrying out the first 
questionnaire. This figure should be treated with caution given the small numbers 
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involved. It will be interesting to see whether the findings are similar once the full number 
of Panel members is interviewed. 

Again the new `switchers' reported that door step sales staff were the biggest influence on 
changing supplier. Similarly the main reason cited for changing supplier was 'cheaper 
prices'. 

6.5 The experience of changing gas supplier 

73% of Panel members who had changed gas supplier said that the changeover process 
was smooth and did not cause any problems. This represents a considerable 
improvement on NRFC/CSE's earlier study of gas competition in the South West (Better 
the devil you know). 16% said that they experienced difficulties with British Gas and 19% 
said that they experienced difficulties with the new supplier (some Panel members had 
problems with both). 

There were four main types of problems: billing, meter reading, delays and 'second 
thoughts'. The quotes below illustrate these problems (it should be emphasised that they 
represent the experience of only a small minority of Panel members): 

"British Gas continued to send me bills long after I changed company" 
"Confusion over billing between British Gas and Northern Electric" 
"British Gas didn't read my meter as promised" 
"Changeover reading and billing uncoordinated" 
`Took a long time to switch. Had to do a lot of pushing" 
`Took about 6 months to get everything sorted out" 
"Lack of contact with Northern Electric. In hindsight I regret leaving British Gas." 
"I regret changing now" 

Table 18 below shows the satisfaction levels of consumers of British Gas and new 
suppliers on the household Panel. 

Table 18 — satisfaction with gas company services 

British Gas % new suppliers % 
Satisfied 80 59 
Neutral 13 28 
Dissatisfied 7 13 

Table 18 suggests that British Gas Panel members are more satisfied with the services 
provided by the company than consumers of new suppliers, although it may be a little early 
to assess accurately satisfaction levels with new suppliers. It is not possible to compare 
satisfaction levels with individual companies among the new suppliers due to the small 
numbers involved. 
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6.6 Impact of electricity co m petition 

Table 19 below gives information on people who have changed electricity company. 

Table 19 — electricity `switchers' 

New supplier Old supplier Number 
British Gas Manweb 7 

MEB 3 
Norweb 1 

Independent Energy Manweb 1 
Energi Manweb 1 
Total `switchers' 13 
`Switchers' as a % of all electricity consumers: 11% 

Table 19 shows that fewer Panel members have changed electricity supplier than gas. 
The second questionnaire found that 11% of Panel members had 'switched' electricity 
supplier, compared to 27% of gas consumers. These proportions are only indicative, given 
the small numbers involved. However Offer has found that fewer electricity consumers are 
switching than gas. At a national level 5% have switched supplier. The smaller numbers 
are to be expected given that savings are much smaller than with gas. 

It is striking that most electricity `switchers' on the Panel have moved to British Gas. All of 
these consumers also buy their gas from British Gas. It therefore appears that the main 
impact of electricity competition is the development of the 'dual fuel' market. It will be 
interesting to see whether this trend is confirmed once all Panel members are interviewed 
for the second questionnaire. 

6.7 Payment methods of electricity `switchers' 

Eleven (85%) of the electricity `switchers' paid by Direct Debit. Nine of these also paid for 
their gas by Direct Debit. Of the four electricity switchers who did not pay for gas by Direct 
Debit, one did not have a gas supply, two were frequent cash payers and one paid by 
prepayment meter. However, the information on payment methods was taken from the 
first questionnaire. It is possible that these consumers had changed payment method in 
the interim period. However, the second questionnaire did not ask about payment 
methods. 

The third questionnaire will ask Panel members about payment methods. It will therefore 
establish conclusively the payment methods used by electricity `switchers'. Certainly the 
second questionnaire suggests that Direct Debit payers form the bulk of electricity 
`switchers'. 

6.8 Summary of Chapter 6 

• Panel members who pay by Direct Debit account for a much higher proportion of 
consumers of new gas suppliers than British Gas consumers. Conversely, prepayment 
and frequent cash payers account for a much smaller proportion of new suppliers. This 
suggests competition is a lot more advanced within the Direct Debit market than the 
prepayment or frequent cash markets. It also reflects the fact that British Gas tariffs 
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are regulated across all payment methods and that their prices for prepayment 
consumers tend to be lower than new suppliers. 

• The evidence for Competition Monitor suggests that little has changed from earlier 
research into the impact of competition in the South West. 

• Over a quarter of gas consumers on the Panel changed payment method when they 
switched supplier. Most changed to paying by Direct Debit. 

• The North East accounted for the highest proportion of switchers on the Panel and the 
North West, the lowest. 

• Some `switchers' on the Panel have moved back to British Gas. 
• The proportion of electricity switchers on the Panel is lower than gas. Most are Direct 

Debit payers. 

• Most electricity switchers now buy their electricity from British Gas. They are primarily 
`dual fuel' consumers. 

• Nearly three quarters of gas switchers said that the process of switching was smooth -
a considerable improvement on NRFC/CSE's earlier research on gas competition in the 
South West. For people who did have problems, there were four main types: billing, 
meter reading, delays and 'second thoughts'. 
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Chapter 7 — Competition and sta ndards of service 

7.1 Introduction 

This chapter considers the standards of service provided by fuel companies, as specified 
by licence conditions. These include special services to older and disabled consumers, 
energy advice and treatment of people in arrears. They are summarised below: 

• Provide a range of special services to pensioners, disabled people and people who are 
chronically sick (the latter only applies to gas). Services include information 
appropriate to blind, partially sighted, deaf or hearing impaired consumers; 
repositioning of meters; provision of special controls and adapters; and for gas a free 
safety check. Suppliers have to keep a register of people who qualify and pass this 
onto Transco who are responsible for emergency services. 

• Offer energy efficiency advice upon request and provide 'general information on 
reducing future gas bills by using gas more efficiently' where gas charges remain 
unpaid. 

• Treat consumers with payment difficulties sympathetically eg: 
- accept payments by instalments, taking into account the consumer's ability to pay; 

-  

offer a prepayment meter where practicable, calibrated to recover debt that takes into 
account ability to pay, including information provided by other persons or organisations; 
follow agreed procedures before disconnecting for non-payment. 

7.2 Special services to older and disabled consumers 

Table 20 — special services to older and disabled consumers 

Are you eligible for 
Special services? 

Yes No Don't know 
BG Other BG Other BG Other 

Retired 18 55 27 
Disabled 35 * 17 * 48 * 
Retired & disabled 23 17 43 46 34 37 
Are you registered for 
special services? **  
Retired 21 * 55 * 24 
Disabled 17 * 41 * 41 * 
Retired & disabled 19 4 51 83 32 13 
* Not given because of small numbers involved 
** British Gas refers to this as the 'Gas Care' register 

Table 20 shows that slightly more British Gas consumers on the Panel know they are 
eligible for special services than consumers of new suppliers. However, the most striking 
fact for consumers of both British Gas and other gas companies is that most Panel 
members eligible for special services do not realise they are eligible. 

In terms of people actually registered with their gas companies there appears to be a 
significant difference between British Gas and other gas companies. Only 4% of eligible 
Panel members who are consumers of new suppliers are registered for special services, 
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compared to 19% for British Gas. This may be because new suppliers are not publicising 
special services well or that the information they do provide is of poor quality. 

7.3 Energy Advice 

Panel members were asked in the second questionnaire whether they would find it useful 
to have information or advice on energy savings in the home. 58% replied yes, 38% 
replied no and 4% were 'don't knows'. It suggests that many people on low incomes are 
not interested in energy efficiency, despite the fact that it can save money on their fuel 
bills. (These findings are slightly different to those reported in the 3rd  bulletin since the 
latter only reported the findings of the South East Panel members.) 

Of Panel members wanting energy advice, 77% said they would go to an independent 
energy efficiency advice centre, 11% to their gas company and 13% to their electricity 
company. A small number said they would seek advice from the local authority, library or 
Citizens Advice Bureau. These figures should be treated with caution, however, since 
local energy advice centres recruited many of the Panel members. They are therefore 
likely to be better disposed towards energy advice centres than other sources of advice. 

Only 21 )̀/0 of Panel members said that they had received information or advice on how to 
save energy from their gas or electricity company. Of these, 67% reported receiving a 
leaflet or booklet, 41°/0 information with the bill and 4% advice over the telephone. Figure 
3 below gives Panel members' assessment of the advice provided. 
Figure 3 — value of advice provided 

Figure 3 shows that about a fifth of Panel members found the advice they received from 
their gas or electricity company 'very helpful' and a further fifth found the advice 'of some 
use'. 

3 3 



Gas and electricity competition — who benefits? 

Competition Monitor also found that of those who received advice from their supplier, only 
42% said that they acted upon it. Measures adopted by Panel members receiving advice 
from their gas or electricity company included buying low energy light bulbs, installing loft 
insulation and draught proofing and using 'the guide to make calculations'. However, only 
a small number of people answered this question. 

Only 15% of Panel members correctly identified, even in broad terms, the main purpose of 
the Home Energy Efficiency Scheme. A slightly higher proportion (19%) recognised that it 
related to energy efficiency but thought its main purpose was to provide advice. 

Paradoxically 46% of Panel members said they had received a grant for energy efficiency 
measures, mainly in the form of loft insulation, draught proofing and low energy light bulbs. 
This figure is likely to be high given that many Panel members were recruited from Energy 
Efficiency Advice Centre mailing lists. This suggests that many beneficiaries of HEES are 
not aware of the Scheme's actual name. 

7.4 Dealing with arrears 

Table 21 below shows the proportion of Panel members who have had arrears with their 
fuel supplier over the past two years, according to their payment method. 

Table 21 — arrears by payment method 

Payment method In gas arrears % In electricity arrears* % 
Prepayment meter 48 12 
Frequent cash payment 29 11 
Quarterly bill by cheque 7 8 
Quarterly bill by cash 9 0 
Direct Debit 0 1 
All 15 6 
*These figures should be treated with caution due to the small numbers involved. 

Table 21 is likely to under-estimate the true picture, for example 80% of people with gas 
prepayment meters at a national level are in debt (NAO, Giving customers a choice). 
Some people might be reluctant to report arrears and others might genuinely believe they 
do not have arrears. For example, a prepayment meter user may be currently paying off 
arrears through the meter but will consider the arrears as a historical debt that was settled 
when the meter was installed. The final in-depth interview will try to establish a more 
accurate picture of arrears. 

Table 21 shows that the average proportion of Panel members in gas arrears was 15%. 
This figure rose to 18% for British Gas consumers. For consumers of new suppliers, the 
figure was 8%. This difference is not surprising for a number of reasons: 

• New suppliers may not have had customers long enough for them to build up arrears. 
• people with arrears are rarely allowed to switch supplier. 
• There is a higher proportion of Direct Debit payers among new suppliers than British 

Gas consumers. These are very unlikely to have had arrears. 
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The contrast between the proportion of gas and electricity prepayment meter consumers in 
arrears may reflect the greater willingness of electricity companies to install prepayment 
meters in the homes of people who do not have arrears. As stated earlier, use of a gas 
prepayment meter is closely correlated with low income, although many low income 
households do not pay by this method. 

89% of gas consumers with arrears and 92% of electricity consumers in arrears said that 
they contacted their supplier to discuss the problem of arrears. Again this figure seems 
high compared to the findings of other research (12). 

Only around 10% of gas and electricity Panel members in arrears said that their company 
was unhelpful in dealing with their arrears problems. Table 22 below shows the measures 
people in arrears were offered. 

Table 22 — measures offered for dealing with arrears 

Measure Gas % Electricity %* 
Extra time to pay 21 14 
Budget arrangement 17 43 
Prepayment meter 69 43 
Direct deductions from Income Support 10 14 
Energy Efficiency advice 7 7 
None of these 7 14 
*These figures should be treated with caution due to the small numbers involved. 

Table 22 shows that gas companies (predominantly British Gas) mainly offer prepayment 
meters to Panel members in arrears. From the evidence of Competition Monitor it appears 
that British Gas has changed its policy with respect to options offered to people with 
arrears problems. In the past British Gas favoured budget arrangements eg regular 
weekly or fortnightly payments. The finding confirms the national trend of increased 
installation of prepayment meters (see Section 2.5). 

It is disappointing that only 7% of gas and electricity consumers in arrears on the Panel 
said that they were offered energy efficiency advice. Advice, or ideally help with installing 
energy efficiency measures, could help prevent arrears build up in the future. Suppliers' 
licence conditions stipulate that suppliers should provide general advice on reducing future 
bills by using fuel more efficiently where fuel bills remain unpaid. 

In fact Competition Monitor found that 80% of Panel members whose homes were difficult 
to heat had gas arrears, compared to 20% of people whose homes were easy to heat. 
The difference is statistically significant (99% confidence level). Difficulty of heating the 
home may therefore be an important contributory factor in causing arrears. It suggests 
that the installation of energy efficiency measures in 'difficult to heat' homes could have a 
major impact on reducing arrears. 

7.5 Summary of Chapter 7 

• Only around a quarter of retired and disabled consumers on the Panel who were 
eligible for special services from their gas company actually knew that they were 
eligible. 
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• About a fifth of retired and disabled British Gas consumers on the Panel were on the 
`Gas Care register'. However, less than 5% of retired and disabled consumers of new 
suppliers were registered for special services with their company. 

• Only about a half of Panel members were interested in receiving energy savings 
advice. 

• Of people wanting advice, most Panel members said they would go to an independent 
advice centre. Few said they would go to their gas or electricity company. However, 
this finding may be distorted by the fact that Energy Efficiency Advice Centres recruited 
many Panel members. 

• Only about a fifth of Panel members said they had received advice or information on 
saving energy from their gas or electricity company. This was mostly in the form of a 
leaflet or booklet. About 4 out of 10 of these said they found the advice 'very helpful' or 
`of some use'. 

• Only 15% of Panel members identified, even in broad terms, the main purpose of the 
Home Energy Efficiency Scheme. However, nearly a half said that they had received a 
grant for an energy efficiency measure. 

• Only 15% of gas consumers and 6% of electricity consumers on the Panel claimed to 
have had arrears over the last 2 years. 

• However, nearly a half of gas prepayment consumers and nearly a third of frequent 
cash payers (gas) on the Panel said they had had arrears. 

• The most common measure offered by gas companies to Panel members with arrears 
was the option of paying by prepayment meter. The most common measures offered 
by electricity companies were 'budget arrangement' or 'prepayment meter'. 

• Only 7% of gas and electricity consumers in arrears on the Panel said that their 
company offered energy efficiency advice. Yet 4 out of 5 Panel members living in 
homes that were difficult to heat also had gas arrears, compared to 1 out of 5 people 
whose homes were easy to heat. 

• Difficulty of heating the home could be an important contributory factor in causing 
arrears. It suggests that the installation of energy efficiency measures in 'difficult to 
heat' homes could have a major impact on reducing arrears. 
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Chapter 8 - Recommendations 

Summary 

NRFC/CSE believes that low income households should benefit as much from competition 
as higher income households. Low income households require protection to help make 
this a reality. CSE/NRFC would in the long term like to see sustainable solutions to the 
problems faced by the fuel poor in which energy efficiency, renewable energy and local 
ownership of resources play a significant part. 

This interim report for Competition Monitor has focused on issues first raised by 
NRFC/CSE's earlier research into the opening of the gas market in the South West. The 
research aimed to track whether lessons have been learnt and whether low income 
consumers are faring any better within competitive gas and electricity markets. The final 
report will consider possible explanations for the problems faced by low income 
consumers. It will consider, for example, such related issues as fuel arrears, energy 
efficiency and social exclusion. It will also consider in greater depth problems first 
identified during the first stage of the research. 

The evidence of Competition Monitor, to date, suggests that the experience of low income 
households of competitive fuel markets varies considerably. Undoubtedly many low 
income households are exercising choice by switching their supply company. Over a 
quarter of Panel members, for example, have now changed their gas company. However, 
only 4 out of 10 Panel members who changed company, or were considering changing 
company, compared the tariffs on offer from more than one company. This suggests that 
many Panel members do not fully understand how competition works. 

Competition appears to have a significant impact on people's payment methods. Over a 
quarter of Panel members who switched supplier also changed their payment method, 
most often to Direct Debit. A significant proportion of these were people who formerly paid 
by prepayment meter or quarterly bill by cash. This suggests that competition, over time, 
may increase the overall proportion of gas consumers who pay by Direct Debit. 
Competition Monitor will monitor whether this is the case for its household panel. 

A half of Panel members who have switched gas supplier pay by Direct Debit, compared 
to 28% of British Gas consumers. This is not surprising given the fact that the biggest 
discounts apply to Direct Debit. Few consumers of new gas suppliers pay by prepayment 
meter or frequent cash payment. This suggests that competition is a lot more advanced 
within the Direct Debit market than the prepayment or frequent cash markets. Little 
appears to have changed since NRFC/CSE's earlier research. 

The initial opening of the electricity market does not appear to have attracted much 
interest from Panel members, other than people switching to dual fuel offers. These 
switchers are predominantly Direct Debit payers. 

The standards of service offered by companies require improvement. There is some 
evidence that new gas suppliers are not offering the same level of service as the 
incumbent suppliers eg encouraging retired and disabled people to register for special 
services. 
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There appears to be a strong correlation between Panel members living in difficult to heat 
homes and the likelihood of gas arrears. However only a small proportion of Panel 
members in arrears reported receiving energy saving advice. 

The following section makes some initial suggestions for improvements to competitive 
markets, based on the findings of Competition Monitor. They are solely the views of NRFC 
and CSE. They do not necessarily reflect the views of the Competition Monitor's Advisory 
Group. 

Recommendation 1 

Prepayment meter consumers who do not want to change payment method upon 
changing supplier should be able to benefit more from competition in fuel markets. The 
following steps may help facilitate this: 

1. The regulator should introduce an obligation on all suppliers to provide prepayment 
meters at no extra cost. Such an obligation would provide an incentive on suppliers to 
innovate and reduce the costs of servicing prepayment meter consumers. 

2. Suppliers should make it easier for prepayment meter consumers with arrears to switch 
suppliers eg by allowing them to transfer arrears to the new supplier. 

3. Suppliers should develop tailored energy efficiency programmes for gas prepayment 
consumers, given the strong correlation between gas arrears and difficult to heat 
homes. 

Recommendation 2 

Frequent cash payers who do not want to change payment method upon changing 
supplier should be able to benefit more from competition. This could be encouraged by 
the regulator introducing an obligation on suppliers to offer all consumers, including those 
not in arrears, locally available payment facilities that accept weekly, fortnightly and 
monthly cash payments at no extra cost. 

Recommendation 3 

The regulator and fuel suppliers should continue to liaise with the Social Exclusion Unit 
and finance companies in exploring methods for increasing the access of people on low 
inocmes to banking facilities. In particular, fuel suppliers could help support the growth of 
credit unions by establishing bill payment facilities with credit unions and providing grants 
to credit union development agencies or workers. 

Fuel suppliers should also closely monitor their consumer records and run targeted 
campaigns to inform consumers of alternative payment methods that may be more 
convenient to their circumstances. 

Recommendation 4 

The regulator and suppliers should make debt prevention a high priority and consider 
adopting the following measures: 
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1. The regulator should encourage suppliers to form partnerships with the Government 
and energy efficiency agencies to facilitate the delivery of measures to those most in 
need. The installation of energy efficiency measures should become central to debt 
management and debt prevention programmes. 

2. Suppliers should make sure people in arrears always receive high quality advice on 
welfare rights, debt counselling and energy efficiency and should take the energy 
efficiency standard of the property into account when negotiating debt repayments. 

3. Suppliers should always make sure consumers are offered a payment method most 
suitable to their needs, for example frequent (weekly) cash payment, Fuel Direct, 
prepayment meter or even Direct Debit. Suppliers should not steer consumers towards 
payment methods that are cheap for the company (due to administration costs) but not 
necessarily suitable for the consumer. 

4. The Fuel Direct scheme should be reviewed and modernised to allow more low income 
consumers access to the scheme. The DSS should also extend its availability to 
people not in arrears and not in debt. Suppliers should actively promote the revised 
scheme and give it equal weight to other payment methods. 

Recommendation 5 

Consumers must have full and easily understood information on how competition works 
and the importance of 'shopping around'. Suppliers should provide information, 
particularly on tariffs, in standardised, accessible formats to help this. The regulator 
should also explore the potential for establishing 'not for profit' fuel brokerage services that 
can help consumers choose suppliers most appropriate to their circumstances. 

Recommendation 6 

The regulator should take steps to improve the monitoring of suppliers' performance in the 
provision of 'special services'. The regulator and suppliers should also explore ways of 
increasing take up of special services eg by liaising with front line workers such as health 
visitors or home helps. 

Recommendation 7 

The responsibility of fuel suppliers to provide energy savings advice/information should be 
reviewed. The review should cover: 

1. best practice and variations between companies; 

2. how advice is provided and in what format; 

3. whether advice is best provided by the supplier itself or the function transferred to 
independent advice centres (funded by suppliers); and 

4. how to integrate different sources of advice eg energy advice centres, advice provided 
as part of new HEES and supplier advice. 
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Appendix 2: Competition Monitor - 1st Questionnaire 
Introduce yourself as a researcher from the Centre for 

Sustainable Energy conducting a Fuel Supply Study. The 
questionnaire will take about 25 minutes to complete. 

INFORMATION ABOUT THE HOUSEHOLD 

Note that several of these questions repeat questions on the 
return form. Explain that you are checking this information. 

Q1 Respondent code number  

Q6 If you are not working are you....? 
Caring for a relative   

LI 
Retired   
Housewife/ looking after children   
Long term sick/permanently ill   
Physically disabled   
Impaired hearing, blind, partially sighted..D 
Non working student   
Other   

Q7 How many other people live in your household? 
Record number of people of different ages. 

Q2 Respondents post code  1  2  3  4 0-4 years of 
age Li D Li Li 
5-9 D D Li Li 

Q3 Sex of the respondent  10-14  D  D  0  LI  
Male   Li  15-24 D LI Li D 
Female   D 25-34 D Li D ID 

35-44 D Li Li Li 
D Li ❑ Li Q4 Age of the respondent  45-54  Li  

15-24   Li  55-64 D LI D Li 
24-34   121  65-74 D D LI Li 
35-44   D 75+ Li D D D 
45-54   Li  

No other people 

55-64   D 
65-74   D Q8 What is your weekly household income? 
75+   D 

(including child benefit) 
Under £52   Li 

Q5 Are you working?  £53-£84  Li 
Working full time (30 hours+)   D 

£85-£126   D 
Working part time (8-29 hours)   D 

£127-£174   D 
Self employed   Li  

£175-£238   D 
Waiting to start a job   D  

Over £238   D 
Unemployed (registered)   D 

Not willing to say   D 
Unemployed (not registered)   LI 
Working student   D 
Working on government training   D 
Other   D 



Q9 Do receive any of the following?  Q14 Have you moved house in the last 12 months? 
An occupational pension   
State pension   
War disability pension   
Income support   
One parent benefit   
Unemployment benefit   
Jobs seekers allowance   
Family credit   
Disability working allowance   
Disability living allowance   
Disability pension   
Attendance allowance   
Invalidity benefit   
Incapacity benefit   
Statutory sick pay   
Council tax benefit   
Housing benefit   
Any other benefit   
Not willing to say   

Q10 Do you have a bank or building society account? 
Yes   
No   

Q11 Does that account enable you to set up direct 
debit payments? 

Yes   
No   
Don't know   

Q12 Is your home...? 
Being bought on a mortgage   
Owned outright by household   
Rented from a Local Authority   
Rented from a Housing Assoc/Trust   
Rented from a private landlord   
Other   

Q13 Is your home...? 
Top floor flat or maisonette   
Middle floor flat or maisonette   
Ground floor flat or maisonette   
End of terrace house   
Mid-terraced house   
Bungalow   
Semidetached house   
Detached house   
Other   

Yes   
No   

Q15 Do you plan to move house in the next 12 
months? 

Yes   
No   

Q16 What is the main form of space heating in your 
home? (enter a number in one or more boxes) 

Gas central heating with radiators (how 
many radiators)   
Gas fire with back boiler and radiators 
(how many radiators)   
Gas fire (ask how many)   
Old style electric storage heaters (how 
many)   
New slim line electric storage heaters 
(how many)   
Electric warm air system   
Direct electric heaters (e.g. bar fires, 
convector heaters, oil filled radiators) 
How many   
Solid fuel boiler and radiators (how many 
radiators)   
Solid fuel stove (how many)   
Open fires (how many)   
Oil fired boiler and radiators (how many 
radiators)   
Bottled gas room heaters (how many) 
Other - please 
specify 

Q17 Which fuel do you use to heat water? 
Gas   
Electric   
Solid fuel   
Oil   
Other   

Q18 Which fuel do you use for cooking? 
Gas   
Electric   
Solid fuel   
Oil   
Other   

❑ 

Q19 Does your home have any of the following? 
Loft insulation   
Wall insulation (cavity, external or 
internal)   
Part double glazing   
Full double glazing   
Draught proofing   

LI
D

D
LI

D
LI

D
LI

D
LI

LI
D

LI
D

LI
DI

LI
D

LI 



Question for all householders 

Q26 Have you been visited in your home by sales 
representatives of gas supply companies (other 
than Scottish Gas)? 

Yes   
No   

Only ask the following questions if the householder has been 
visited by sales representatives otherwise go to question 31 

Q27 How many times have you been visited by sales 
representatives of gas companies (record 
number) 

Q28 The sales representatives were from which 
companies? (record the names as the 
respondent describes them and number them for 
the next question) 

Q20 Would you say your home is.... 
Very cold and hard to heat   
Fairly difficult to heat   
Fairly easy to heat   
Very warm and easy to heat   

Q21 During cold weather, how many rooms in your 
home are unheated? 

None - whole home is heated   
One room only   
Two rooms   
Three rooms   
Four or more rooms   

Q22 Does your home suffer from condensation or 
damp? 

Yes   
No   

INFORMATION ABOUT GAS SUPPLY 

Q23 Who is your current gas supplier? 

Q24 Your current payment method for gas is (take 
from return form - check if it is a cash payment 
method) 

Prepayment meter 
Fuel Direct   
Monthly or weekly budget plan (cash)   
Quarterly bill by cheque   
Quarterly bill by cash   
Direct Debit   
Other please 
specify 

The next question is for British Gas customers only 

Q25 Are you considering changing to a different gas 
supply company? 

Yes   
No   
Didn't know this was possible   

Q29 How would you describe the visit/s? ( identify 
which company they are describing) 

Company 1 Company 2  Company 3 

Q30 Do you have any other comments about these 
visits? (identify the company they are describing) 

Only ask the following questions if the householder has 
considered changing supplier or has changed supplier. Go to 

question 47 if British Gas is the supplier and they have not 
considered changing. 

Informative 
persuasive 
Of some 
interest 
Of little 
interest 
Pushy off 
putting 
Wouldn't 
talk to them 



Q40 How many bills or statements have you received 
from your new supply company since joining 
them? 

None   
One   
Two   
Three or more   

Q31 How would/did you get information about new gas 
suppliers? (Do not prompt). 

Door step sales representatives  • 
Adverts in a newspaper or magazine   
Adverts on the television   
Adverts on the radio   
From friends or relatives   
Exhibition in shopping centre or other   
Advertising material through the post   
Go to showroom/offices   
Which? Magazine   
Consumer programmes on the TV or 
radio   
Newspaper articles   
Other - please 
specify 

Q32 Is there any other organisation you would consult 
for information or advice about changing gas 
supplier? (Do not prompt.) 

None   
Gas Consumers Council   
Ofgas   
Electricity Consumers Committee   
Offer   
Energy Efficiency Advice Centre   
Citizens Advice Bureau   
Local Authority Trading Standards   
British Gas   
Other please 
specify 

033 How many new gas companies do/did you have 
detailed information about? i.e. tariff information 

None   
Only one company   
Two companies   
Three companies   
Four companies   
Five or more other companies   

Q34 Why did you change gas supplier / consider 
changing gas supplier? 

Cheaper prices   
Looking for better service from the new 
supplier   
Poor service from British Gas   
Bad experience with British Gas   
Other people I know have switched   
Other - please 
specify 

Only ask the following question if the householder is a 
customer of British Gas and is actively considering changing 

to a new supply company 

Q35 Why have you not changed supplier already? 
Unable to obtain sufficient information  

❑ 

Been put off by the hassle   
British Gas has reduced its prices   
Unable to change with the desired 
payment method   
Any other 
comments 

Only ask the following questions if the householder is a 
customer of a new supply company 

Q36 When did they leave British Gas? (Month and 
year) 

Q37 What was your experience of the process of 
changing from British Gas to your new supply 
company? 

Smooth changeover - no problems   
Difficulties with British Gas   
Difficulties with new supplier   
Please describe 
any problems you 
experienced 

Q38 Did you change payment method when you 
changed supplier? 

Yes   
No   

Monthly or weekly budget payment   
Quarterly bill by cheque   
Quarterly bill by cash   
Direct Debit   
Other - please 
specify 

Q39 If yes, what was your previous payment method? 
Prepayment meter 
Fuel direct   



Q41 Kave you received bills or statements from your  Q47 How would you describe the attitude of the staff 
new supplier at the times you expected?  of British Gas in dealing with you? 

Yes   D Friendly and helpful   D 
No   D Business like   D 
Don't know   D Cold and off putting   Li 

Unfriendly and offensive   D 

 

Q42 Are you are eligible for special services for the  Had no direct contact   D elderly, disabled or chronically sick?  Any other 
Yes   D comments 
No   D 
Don't know   El Q48 Are you are eligible for special services for the 

elderly, disabled or.chronically sick? 
Q43 Were you on the 'Gas Care' register with British 

Gas? 
Yes   
No   
Don't know   

Q44 Did your new supplier provide any information 
about services they offer to the elderly, disabled 
or chronically sick? 

Yes  ❑ 

No  ❑ 

Don't know  ❑ 

Describe the 
information 
provided 

Q45 Are you registered for any special services with 
your new gas supplier? 

Yes   
No   
Don't know   

Yes   
No   
Don't know   

Q49 Are you on the 'Gas Care' register 
Yes   
No   
Don't know   

Q50 Overall, how satisfied are you with the service 
you receive from British Gas? 

Very Satisfied   
Satisfied   
Neutral   
Dissatisfied   
Very Dissatisfied   

Questions for all households 

a 
a 

Q51 How do feel about your current method of paying 
Q46 Overall, how satisfied are you with the service  for your gas? 

you have received from your new supplier?  Very Satisfied   El 
Very Satisfied   D Satisfied   D 
Satisfied   D Neutral   D 
Neutral   D Dissatisfied   D 
Dissatisfied   D Very Dissatisfied   [21 
Very Dissatisfied   El 

Only ask the following questions if the householder is a 
customer of British Gas otherwise go to question 51 

Q52 Do you have any other comments about your 
payment method? (prompt - why are they 
satisfied or dissatisfied) 

Q53 Would you like to change to a different payment 
method? 

Yes   
No.   

The next three questions are only for those who would like to 
change payment method 



INFORMATION ABOUT ELECTRICITY SUPPLY 

Q61 Name you electricity supplier 

Q62 Your current payment method for electricity is: 
(take from return form - check if it is a cash 
payment method) 

Prepayment meter   
Fuel Direct   
Monthly or weekly budget plan (cash)   
Quarterly bill by cheque   
Quarterly bill by cash   
Direct Debit   
Other - please 
specify 

❑ 

Q63 How would you describe the attitude of the staff 
of your electricity supplier in dealing with you? 

Friendly and helpful 
Business like   
Cold and off putting   
Unfriendly and offensive   
Had no direct contact   
Any other 
comments 

Q54 Which payment method would you like to use? 
(do not prompt) 

Prepayment meter 
Fuel Direct   
Monthly or weekly budget plan   
Quarterly bill by cheque   
Quarterly bill by cash   
Direct Debit   
Other - please 
specify 

Q55 Why would you like to change payment method? 

Q56 What is preventing you from changing payment 
method? 

Question for all households 

Q57 In the last two years, have you had any arrears 
problems with your current gas supplier? (ensure 
that it is their current gas supplier if they have 
switched from British Gas) 

Yes   
No 

If no go on to question 61 

Q58 Did you contact your gas supplier to discuss the 
problem of your arrears? 

Yes   
No   

Q59 What was the response from your gas supplier to 
your arrears? Were they: 

Flexible and understanding   
Businesslike   
Unhelpful   
Any other comment 

Q60 Were you offered any of the following: 
Extra time to pay   
A budget arrangement   
A prepayment meter   
Direct deductions from your Income 
Support   
Energy efficiency advice   
None of these   

Q64 How do you feel about your current method of 
paying for your electricity? 

Very satisfied   
Satisfied   
Neutral   
Dissatisfied   
Very dissatisfied   

Q65 Do you have any other comments about your 
payment method? (prompt - why are they 
satisfied or dissatisfied) 

066 Would you like to change to a different payment 
method? 

Yes 
No   

The next three questions are only for those who would like to 
change payment method. 



Q67 Which payment method would you like to use? 
(do not prompt) 

Prepayment meter 
Fuel Direct   
Monthly or weekly budget plan   
Quarterly bill by cheque   
Quarterly bill by cash   
Direct Debit   
Other - please 
specify 

Q68 Why would you like to change payment method? 

Q69 What is preventing you from changing payment 
method? 

Q72 What was the response from your electricity 
supplier to your arrears? Were they: 

Flexible and understanding   
Businesslike   
Unhelpful   
Any other comment 

Q73 Were you offered any of the following: 
Extra time to pay   
A budget arrangement   
A prepayment meter   
Direct deductions from your Income 
Support   
Energy efficiency advice   
None of these   

Questions for all households 

Question for all households 

Q70 In the last two year, have you had any arrears 
problems with your electricity supplier? 

Yes   
No   

Q74 Overall, how satisfied are you with the service 
you receive from your electricity supplier? 

Very satisfied   
Satisfied   
Neutral   

❑ Dissatisfied   

❑ Very dissatisfied   

❑ 

a 

If no go to question 74 

Q71 Did you contact your electricity supplier to 
discuss the problem of your arrears? 

Yes   
No   

END OF QUESTIONS ABOUT GAS AND ELECTRICITY SUPPLY 

Q75 Will it be OK if I contact you in about 3 months 
time to ask you some more questions? 

Yes   
No   

REMINDER TO HOUSEHOLDERS 
Please remember to keep in your folder any material sent to 
you by any gas or electricity supply company. Also keep a 

record on the sheet provided of any contacts with electricity or 
gas supply companies. Please retain any gas or electricity 
bills/statements. Thank you for your help with this project. 



This Questionnaire should take 

Q1 Respondent code number 

Q2 Respondents post code 

Q3 Date of interview 

INFORMATION ABOUT GAS SUPPLY 

Q4 Who is your gas supplier? 

Q5 Is this the same company as when we last interviewed 
you? 

Yes  D Go to q11 

No  D  Go to q6 

Questions 6 to 10 are only for people who have changed 
supplier 

Q6 Who was your old supplier? (please check from first 
questionnaire) 

Q7 When did you change supplier? 

Competition Monitor - 2nd Questionnaire 

about 20 minutes to complete 

Q9 How many new gas companies did you have detailed 
information about? i.e. tariff information 

None   
Only one company   
Two companies   
Three companies   
Four companies   
Five or more companies   

Q10 Why did you change gas supplier? 
Cheaper prices   
Looking for better service from the new 
supplier   
Poor service from previous supplier   

❑ 
Other people I know have switched   
Other - please 
specify 

Ask respondent to refer to their folder, record sheet and gas 
bill 

Q11 How much was your last gas bill? 

Q12 How many months did it cover? 

Q13 How many units did you consume? kWh 

a 
❑ 

Q8 What influenced you to change supplier? (do not 
prompt) 

Door step sales representative   

Adverts in a newspaper or magazine   

Adverts on the television   
Adverts on the radio   
Recommendation by friend or relative   
Exhibition in shopping centre or other   
Advertising material through the post   
Telesales   
Consumer programme on TV or radio   
Article in magazine or newspaper   
Other please specify  

Q14 Was it an estimated bill? 
Yes   

No   

Q15 Have you had any contacts with any gas company 
since the last interview? 

Yes  D  Go to q16 

No  ❑ Go to q17 

Q16 Please describe the type of contact's and the purpose 
(name companies) 



Q17 Have you seen any advertising by British Gas in the  Can't remember   
last few weeks? 

Yes  D Go to q18 

No  D  Go to q19 

Q18 Describe the advertisement (e.g. TV , newspaper, 
leaflet, bill board and main message) 

Q27 Describe the advertisement (e.g. TV. newspaper, bill 
board and main message) 

Q19 Have you seen any advertisements from other 
suppliers of gas 

Yes  D Go to q20 

No  D  Go to q22 

Q20 Can you name the companies? (record names as 
described by the respondent) 

Q28 Have you been visited by sales representatives from 
any other electricity supplier? 

Yes  Li Go to q29 

No  D  Go to q32 

Q29 Can you name the companies? (record names as 
described by the respondent) 

Questions 30 and 31 are for REC consumers only (please give 
name of local REC) 

Q21 Describe the advertisement (e.g. W. newspaper, bill 
board and main message) 

INFORMATION ABOUT ELECTRICITY SUPPLY 

Q22 Who is your electricity supplier? 

Q23 Is this the same company as when we last interviewed 
you? 

Yes  D  Go to q30 

No  D  Go to q24 

Questions 24 to 29 are only for people who have changed 
supplier 

Q24 Who was your old supplier? (please check from first 
questionnaire) 

Q25 Have you seen any advertising by other companies 
offering you electricity supply? 

Yes  D  Go to q26 

No  D  Go to q30 

Q26 Can you name the companies? (record names as 
described by the respondent) 

Q30 Have you seen any advertising by (name of local 
company) in the last few weeks? 

Yes  ❑ Go to q31 

No  D  Go to q32 

Q31 Describe the advertisement (TV, newspaper, leaflet 
and main message) 

All respondents 

Q32 Are you attracted to the idea of changing electricity 
supplier? 

Yes  LI, Go to q33 

No  D  Go to q35 

Not sure  D  Go to q35 

Q33 Why would you change supplier? 
Cheaper prices   
Take advantage of 'dual fuel' offer   
Looking for better service from new 
supplier   
Poor service from current supplier   
Bad experience with current supplier   
Friends or relatives are changing 
supplier   
Other -please specify 



Q46 Have you ever received a grant for energy efficiency 
measures for your home e.g. Loft insulation or draught 
proofing 

Yes  D  Go to q47 

No  D Go to q48 

Q47 What work was carried out 
Loft insulation   
Draught proofing   
Low energy light bulbs   
Cavity wall insulation   
Heating controls   
Other - please 
specify 

Q34 What would put you off changing electricity 
supplier?(read out options) 

Too much hassle   
Don't trust new supplier   
Happy with current supplier   
Might have to change payment method ...D 
Might have to clear arrears   
Other - please 
specify 

Ask respondent to refer to their folder, record sheet and 
electricity bill 

Q35 How much was your last electricity bill? 

Q36 How many months did it cover? 

Q37 How many units did you consume? (kWH) 

Q38 Was it an estimated bill? 
Yes   
No   

LI 

Q39 Have you had any contacts with any electricity 
company since the last interview? 

Yes  D Go to q40 

No  Di Go to q41 

Q40 Please describe the type of contact/s and the purpose 
(name companies) 

Q42 Where would you seek energy savings advice? (Do 
not prompt) 

Gas supply company   
Electricity supply company   
Energy Efficiency Advice Centre   
Local Authority   
Friends or relatives   
Other - please 
specify 

Q43 What energy advice or information would you like? 
(read out list) 

Information on grants for energy saving 
measures   
Information about low or no cost energy 
saving measures   
Information on the most cost effective 
energy saving measures   
None needed   
Other please specify 

Q44 Which of the following do you think would provide you 
with the most useful advice? (read list out; one answer 
only) 

Gas supply company  
 
❑ 

Electricity supply company   
Independent Energy Efficiency Advice 
Centre   
Local authority   

All respondents 

Q45 What is the Home Energy Efficiency Scheme or 
HEES? (record exact response) 

Don't know   
Information on Energy Saving Advice 

Q41 Would you find it useful to have advice on energy 
savings in your home? 

Yes  D  Go to q42 

No  D  Go to q45 

Don't know  D Go to q45 



Q48 Have you received any energy saving advice 
information from your gas or electricity supplier? 

Yes  ❑ Go to q49 

No  D Go to q55 

Can't remember  D Go to q55 

Only ask questions 49 to 54 if the respondent answered yes to 
q48 - otherwise go to question 55 

Q52 Describe what you did 

Q53 Do you think it saved you any money? 
Yes   

No   

Not sure   

Q49 What form did the advice take? 
Advice over the phone   Q54 Did it help you keep warmer? 
Information with bill  ❑  Yes   

Leaflet/booklet  ❑  No   
Other - please  Not sure   
specify 

All respondents 

Q50 Was the advice: 
Very helpful  ❑  Q55 Will is be OK if I contact you again in a few months 

Of some use  
time to ask you some more questions? 

Yes   
Of little interest  ❑  No   
Not at all helpful  

❑ 

REMINDER TO HOUSEHOLDERS 
Q51 Did you act on this advice? 

Yes  D Go to q52 
Please remember to keep in your folder any material sent to 

No  D  Go to q55  you by any gas or electricity supply company. Also to keep a 
record on the sheet provided of any contacts with electricity or 

gas supply companies. Please retain any gas and electricity 
bills/statements. Thank you for your help with this project 
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