oh

N
blue™ marble

The impact of COVID-19 on micr ,_

Q

S ORKY November 2021
WE ARk

CLosep §




Introduction and summary of key findings

Research objectives and methodology

Experiences of the pandemic

Microbusinesses’ broader experiences in the energy market: brokers,
credit balances and debt

Accessing third-party support

The future of energy

Conclusions

blue™> marble

4

))



Photo by Zach Rowlandson on Unsplash


https://unsplash.com/@zachr1992?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText

Infroduction to this research (1/2)

Background

« Microbusinesses (defined in this research as businesses with fewer than 10 full-time equivalent employees) play a central role in
the UK economy, providing a wide range of products and services. According to government data, there were over 5.6 million
microbusinesses in the UK in 2019 — accounting for 96% of all businesses, 33% of employment and 22% of business turnover. !

« The COVID-19 pandemic disrupted many facets of life in 2020 and 2021, with widespread effects on the economy, including
microbusinesses. Business trading conditions have been impacted and uncertain tfrading conditions may continue for some
time to come.

« The uncertain trading conditions in 2020 & 2021 have had great impact on some microbusinesses in particular — squeezing
cash flows or forcing owners and decision-makers to make difficult decisions about how to resource the business.

Who commissioned this research?

« Citizens Advice and Ofgem jointly commissioned this research to understand the impacts of the pandemic on microbusinesses
in general and on their engagement in the energy market. We focused on businesses in those sectors that were most exposed
to changes in tfrading conditions brought about by lockdowns and social distancing measures. In addition, we wanted to
understand their broader perceptions of the energy market. This includes their interactions with energy suppliers and energy
brokers, their experiences with credit balances and debt, and if they have accessed third party support.

« Citizens Advice, as the statutory consumer body for energy consumers in Great Britain, provides advice and advocacy
services to small businesses, including microbusinesses. Ofgem has a duty to protect the interests of current and future
domestic and hon-domestic energy consumers.
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https://researchbriefings.files.parliament.uk/documents/SN06152/SN06152.pdf

What research was commissioned?

* Qualitative research with microbusiness decision-makers was commissioned to understand how trading conditions and
business decisions have been impacted by the COVID-19 pandemic.

« Theresearch followed decision-makers over a 6-month period from January 2021 to June 2021. The research aimed to
understand the ongoing impact of the pandemic on these businesses, so participants were interviewed three times over this
time period. The research targeted businesses trading in hospitality, tourism, manufacturing, retail and entertainment as these
sectors have been adversely impacted by social distancing measures.

« Theresearch provides insights into the experiences of microbusinesses when managing their energy use, energy contracts, and
energy bills, as well as their interactions with energy suppliers and energy brokers.

« Theresearch has been used as an evidence stream to help Ofgem frack developments in the market and to provide input
into Citizens Advice advocacy work.2

« Thisreportis a summary of the findings from each of the three waves of interviewing.

2 Microbusiness Strategic Review: Policy Consultation | Ofgem
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A note on qualitative research

Qualitative research, including interviews such as those used in this longitudinal study, are used to provide a thorough
understanding of the current consumer perspective on complex issues. It also allows for a more in-depth exploration of consumers’
experiences and understanding of some topics. This provides insight into why participants have certain views.

It is important to note that this research is intended to be illustrative rather than statistically reliable. As such it does not permit
conclusions to be drawn about the extent to which something is happening in the wider population of microbusinesses.

Throughout the report, verbatim comments have been included to illustrate particular viewpoints. It is important to remember that
the views expressed do not always represent the views of all participants or all of the wider population of microbusinesses. In
general, verbatim comments have been included to illustrate where there was a particular strength of feeling on specific topics.

To ensure anonymity, all partficipant names within this report are pseudonyms.
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Headline findings

1.

Microbusiness consumers have been distracted by operational administration and the need to adapt to changing circumstances
during the pandemic. As aresult, they're less engaged than ever on energy which poses risks of bill shock.

While some microbusiness consumers have been thriving through the pandemic, and others are managing to survive, there is a
cohort which has been struggling. This latter group can be expected to have major issues with energy affordability and some in
the surviving but not thriving group may also tip over into struggling with further price rises.

There are risks associated with the incorrect assumption on the part of some that non-domestic consumers receive similar
protections to their domestic counterparts.

It would appear that energy suppliers haven’t been particularly proactive in communicating to microbusinesses during the
pandemic, whether this be about support they can provide to those struggling to pay, advice on ways to improve energy
efficiency/reducing bills, reminders about providing regular meter readings or considering smart meter installation in order to
ensure accurate bills.

A minority had contacted their supplier, mainly due to having problems paying bills, and they reported largely negative
experiences which left them feeling unsupported.



Summary by research objectives (1/2)

1 Objective: Explore microbusinesses’ experiences in relation to energy during the pandemic
Findings: The pandemic has been the major factor shaping microbusinesses’ fortunes over the last year, with
microbusinesses divided into those which thrived, those which survived and those which struggled. Against this backdrop,
energy was often a secondary concern.

2 Objective: Explore microbusinesses’ interactions with energy providers during the pandemic
Findings: Relatively few microbusinesses reported anything other than “business as usual” contact with energy suppliers.
However, many of those who had contacted their energy providers were left feeling unsupported.

Objective: Explore microbusinesses’ experiences with energy usage and management of energy bills

during the pandemic

Findings:

« A number of microbusiness customers reported finding pricing and billing complex and confusing (including meter
readings, unit prices and bill amounts).

« Some also reported not seeing any effect on their bills from their attempts to reduce their usage or improve their
energy efficiency.

« Paying by direct debit sometimes caused problems where a business had a credit balance and wanted access to

cash for urgent pandemic-related business challenges. These businesses told us their supplier did not return their credit
balances.
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Summary by research objectives (2/2)

4 Objective: Explore the support and assistance sought in relation to energy bills during the pandemic
Findings:

There was very little awareness of support offered by energy providers during the pandemic, such as bill holidays or bill
reductions and few had proactively sought support.

While the microbusinesses spoken to say they would seek external support in the event of problems and are confident
they could do so effectively, few actually do so when there is problem - although only a small number of companies had
experienced issues which they had been unable to resolve by themselves.

Aside from their experiences during the pandemic, we also sought to understand the microbusinesses’ wider expectations
and views about the energy sector.

5 Objective: Identify where there is room for improvement in microbusinesses’ experiences of the energy
market
Findings:

Microbusinesses generally consider the domestic energy market to be more customer-friendly than the non-domestic
energy market and many assume (incorrectly) that customer protections for microbusinesses are the same as for
domestic customers.

Many of the microbusinesses in our sample have had negative experiences of energy brokers, reporting large volumes
of “pushy” or aggressive” sales calls, lack of understanding of specific needs and lack of after care.

Underestimation of bills combined with a lack of meter readings is key driver of energy debt and new businesses are
particularly at risk of accruing debt in this way.
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Methodology: overview

Between January and June 2021, we followed the progress of 30 microbusinesses — conducting three waves of interviews.

Wave 1 Wave 2 Wave 3
18th January — 15" February 29" March - 9™ April 24" May - 215" June

In each wave of fieldwork, we asked participants to complete a short pre-task and conducted a 45-
60-minute depth interview via video or telephone call.

The overarching aim of the study was to understand the challenges that microbusinesses were facing as a result of
COVID-19. Specifically, Ofgem and Citizens Advice wanted to explore microbusiness consumers’ expectations of
both the future of the pandemic and of their business. Ofgem and Citizens Advice were also looking to identify
where microbusinesses felt they need more protection or support within the energy market. In addition, the

research explored the broader energy issues experienced by microbusinesses outside of the pandemic, as well as
their interactions with energy suppliers.

The results in this report reflect the views of those microbusinesses included in this study. Given the qualitative
nature of the research, the findings should not be consideed representative of the full population of
microbusinesses in Great Britain.



Thirty microbusinesses (i.e. businesses with fewer than 10 full-time equivalent employees) were recruited from across Britain.
The sample was weighted towards businesses from the sectors most negatively affected by the pandemic: hospitality,
tourism, manufacturing, retail and entertainment. Twenty-six businesses completed all three waves, with 2 dropping out in
Wave 2 and a further 2 in Wave 3, citing increq-"sed business pressures as pandemic-related restrictions had eased.

Wales

Jasmine, curtain maker

Anne, cycling and
walking tours

Andrew, wedding
venue

Leah, furniture maker
Emily, hairdresser

Bryan, card shop

000000

Kim, sweet shop

Sector key: . Manufacturing

Scoﬂqu

Charles, gift shop

‘ Mo, butcher

. Daniel, food retail

Mark, holiday park

Matt, microbrewer/ bar

Catherine, restaurant

Arthur, farmer

Missed Wave 3

Travel / tourism . Retail

England

Bella, café
Ali, music venue

Lauren, media agency

Vanessq,
holiday accommodation

Kate, funeral director

Chloe, tea room

Wilson, restaurant

*N.B. we have changed
respondents' names
throughout the report.

‘ Richard, microbrewer

Jay, theatre
ticket agency

. Deb, fudge shop

Oskar, pub

Sharon, children’s play centre

Gemma, events / music
venue

Sam, independent cinema

Simon, cycling holidays

Grant, coffee shop

Arts /
entertainment

Hospitality Other

Missed Wave 2 and 3

Outline colour denotes secondary sector




We recruited microbusinesses based on a range of criteria. The impact of the pandemic and the cost of energy to the

business were key recruitment criteria. Below we have plotted where each microbusiness sits.*
*N.B. Although recruitment was based on self-reported data from respondents, we have reclassified some businesses based on moderator

assessment after the first interview.

‘Business spend on energy’
refers to the level of spend
(</> £2.5k) and priority of
energy bill (high/low), the
latter was based on both
respondent self-reporting
and moderator assessment
of impact of spend.

High

Impact of the
pandemic on
the business

Lauren, media agency

‘ Jasmine, curtain maker

Low
O Arthur, farmer ‘ Leah, furniture manufacturer
Kate, funeral director . Mo, butcher
Low . High
Business spend on energy
Sector key: . Manufacturing Travel / tourism . Retail Arts / Hospitality Other

: entertainment .

N

Outline colour denotes secondary sector blu ::’\' marblc:







Experiences of the pandemic - overview

This section draws on findings from the three waves of interviews with the microbusinesses in this study and
summarises their journeys during the pandemic.

First, we look at the pressures they encountered as a result of the pandemic, and how they responded to these. We map out how
different microbusinesses faired at different stages of the pandemic and show how general mood and business confidence
swayed over time in different sectors.

We then zoom in on these businesses’ experiences with the energy market during the pandemic. This includes the communication
they have had with their energy suppliers about the impact of the pandemic on their business, and what happened when
support was requested. This section also highlights changes in some microbusinesses’ energy-using behaviours and in their
engagement levels in the market.,

Key findings

 The pandemic has undoubtedly been the major factor shaping microbusinesses’ fortunes over the last year and energy was a
lower order priority compared to dealing with the impacts of the pandemic on their business.

» Relatively few microbusinesses reported anything other than “business as usual” contact with energy suppliers.

+ There was very little awareness of support offered by energy providers during the pandemic, such as bill holidays or bill
reductions. Few had proactively sought support.
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Business pressures

In all but a small minority of cases, microbusinesses were unequivocal that it is the pandemic which has shaped
their businesses' fortunes over the last 10 months. For a small number, other factors (e.g. the death of the business
owner) had had the most significant impact on the business in this period.

e Inthe worst cases, the pandemic has pushed microbusinesses to the brink of collapse. The pandemic has also had a significant
emotional impact — often prompting deep-seated feelings of uncertainty and powerlessness.

e Evenwhere the impact has been relatively moderate, the pandemic context has set the agenda and often forced significant
changes to standard business practices.

Common ways in which the pandemic affected businesses include:

Forced inability to trade for
an extended period of time

"We've been closed since March
[2020]."

Sharon, children's play centre,
England

Challenges in adapting to
social distancing measures

“We've had to adapt our store and
install screens, one-way stickers on
the floor, signage and hand
sanitiser. "

Bryan, card shop, Wales

Loss of customer fooftfall even
when business is open

"[Footfall] was slow. People
lost confidence to be in the
high street."

Kim, sweet shop, Wales

Attempts to diversify the
business, positive & negative

“We've had to reinvent ourselves;
we've gone out and found different
markets."

Arthur, farmer, Scotland

Upsurge in demand after re-
opening

“Demand was enormous, but we
fook responsibility for avoiding
Covid coming in and let fewer
peoplein."

Mark, holiday park, Scotland

Benefitting from "buy local"
consumer mindset

“In the first lockdown, business went
mad. We were selling out of fillet
steak on a Monday!"

Mo, butcher, Scotfland

Many businesses were
forced to increase their
focus on operational
management and as a
result had less capacity
to think about everyday
admin tasks such as
managing their energy,
paying less attention to
bills, meter readings
and contracts. For
some, this led to
increased bills or debt.

"

N
blue™"marble



Business context: the fimeline of the pandemic

Individual business journeys diverged hugely from the start of the pandemic, but across the sample, experiences generally
fell into one of three categories: microbusinesses which thrived, those which survived and those which struggled.

1t national lockdown

H H 274 England 39 England  Nb, exact dates of Scotfland
234 Mar - 23 Jun 2020 Indicative map Of the fortunes of lockdown lockdown & Wales lockdowns differ
three businesses 315t Oct - 6 Jan - slightly from those in
2nd Dec 2020 12 April 2021  England, but follow same

THRIVED pattern.
Mo, butcher
(Scotland *)
SURVIVED
Jasmine,
curtain maker
(England)
STRUGGLED
Chloe, tearoom
(England)

Lockdown 1: March / April 2020
«  Common emotional experiences:
* high stress
+ financial worry
« concern about future of business

+ lack of headspace to think beyond

immediate future

* Aslockdown confinued, some turned to long-

overdue admin tasks to fill time.

*The map is indicative of business fortunes based on what respondents told us — the lines do not correspond to actual financial performance.

Since May 2020:

« Businesses in travel / tourism, hospitality, leisure, retail and
arts and entertainment have generally struggled for
significant portions of the last year.

« Some businesses reported very strong summer
trading in summer 2020 due to domestic tourism
and pent-up demand.

* Microbusinesses in manufacturing and other sectors have
returned to a near-normal / stable state

=

N
blue™"marble



Business sentiment: changes during the research

The longitudinal research design allowed us to understand how business sentiment and expectations have changed since

the start of 2021.
General .
mood

Most affected
sectors (e.g.
fravel &
fourism,
entertainment,
retail)

Least affected
sectors

(e.g. .
manufacturing)

January 2021
(Full lockdown)

Christmas a very difficult period both
personally and for business.

Feelings of uncertainty and
powerlessness (at the mercy of
Government rule changes).

“Treading water”: not making plans.
“Wait and see” approach.

Worry and concern for months ahead.

For minority of worst affected: next few
months seen as “make or break”.

Relief that business is “surviving” — no
major long-term planning for business
but no huge concern either.

Personal circumstances around the
pandemic (esp. the mental health
impact of lockdowns) often feel more
pressing than business-specific issues.

March-April 2021
(Lockdown easing, shops limited opening)

Daring to feel more hopeful for the
summer ahead.

Continued uncertainty about longer-
term business/economic environment.

Minority adapting to post-Brexit
transition period challenges.

Used lockdown to invest in upgrading
physical & digital infrastructure &
marketing activities.

Starting to plan for re-opening.

Hospitality and tourism feeling bullish
about summer with foreign holidays
looking unlikely.

Feeling relatively confident about
business prospects and planning for
medium- to long-term.

Expect some bumps along the road
(esp. in winter 2021-22) but operating
relatively normally for time being.

May-June 2021
(Most restrictions lifted)

Business fortunes generally improved
with re-opening.

Dynamic business environment (e.g.
business closures, changing footfall &
purchasing habits) creating
opportunities for some and risks for
others.

Short-term optimism, but longer-term
uncertainty remains.

Continuing challenges adapting to
ongoing/changing restrictions.

Mixed experiences of re-opening.

Staffing challenges particularly in
hospitality.

Experiencing supply chain issues
(uncertain whether pandemic or Brexit
related).

Enjoying “business as usual”
circumstances.

Continue to anticipate further
pandemic-related challenges in

i _ _ "
medium- to long-term. T\ ble
ouc — marple



Energy: interactions with suppliers during the pandemic

We asked microbusinesses about their experiences of the energy market over the course of the pandemic, including if
they had been contacted by their energy supplier, requested support, or changed their energy use.

Relatively few
microbusinesses
reported anything
other than
"business as usual”
contact with

their energy
suppliers during
the pandemic.

‘I haven't had any
contact from them
[energy supplier] during
the pandemic besides
the ‘we’re with you’
standardised company
email."

Ali, music venue,
England

Many microbusinesses reported having had no noteworthy contact with their energy
suppliers since the start of the pandemic - they might have received bills and "generic"
communications from the supplier, otherwise had not been in contact.

As a result, views of energy suppliers among these businesses were typically neutral — few had
expected any contact and described their relationship as continuing as normail.

When prompted, a minority said that they might have expected some form of pandemic-related
communication from their provider — for example, to outline any support that they were offering.
However, this was rarely a front-of-mind concern.

Few microbusinesses reported any interactions with suppliers specifically related to the
pandemic. Where conftact had occurred, it was often in relation to attempts at negofiating
bill amounts and experiences were largely negative. These included:

Asking for a bill reduction to reflect severely reduced frade and this being denied.

Requesting that standing charges be removed because premises weren't being used, but this not
being granted.

Contacting the supplier to switch to a different deal mid-contract and discovering that they are
unable to do so.

Seeking to renew their contract and being told this was not possible as their energy spend had been
too low.

Seeking to get a smart meter installed — some had had success, others had not.
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Energy: pandemic-related support during the pandemic

There was little
awareness or take-
up of support
offered by energy
providers.

Few businesses could recall being offered any pandemic-related financial or non-financial
support by their energy provider, such as a payment holiday or repayment plan.

« Some had a slight awareness of receiving letters or emails from their energy provider in relation to
the pandemic. However, none could point to specific examples of this, or could recall paying them

much attention.

In addition, few had proactively sought support from their energy provider.

« Forlow energy expenditure businesses, this related to the relatively low costs of energy bills in

comparison with other business costs.

« Some assumed that their energy provider would be willing to offer help but said that they did
not need it — or, in the case of payment holidays, did not want it.

« But even for high energy expenditure businesses, few had investigated any support that might be
offered by their energy providers; this is because they regarded their costs as non-negotiable and

did not expect suppliers to offer support.

As mentioned, a few did contact their supplier due to problems with bill paying but they
reported largely negative experiences which left them feeling unsupported.

"I was disappointed...my
broadband provider gave
me something off, but my
energy provider didn't."

Kim, sweet shop, Wales

"We contacted our energy company but
asking for support was impossible. They just
said we have to give regular meter
readings. They haven't helped at all."

Sharon, children's play centre, England

5
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Energy: changes in usage during the pandemic

- Behaviour changes to reduce energy expenditure * Proactive attempts to modify energy usage were
seemed relatively common. High usage businesses relatively rare. This is particularly tfrue where businesses
were more engaged, with some monitoring usage have been temporarily closed, as business leaders
closely and taking advantage of the lockdown lull to assume there is no more scope for reducing energy
review business practices and improve efficiency in order expenditure.

to save money and reduce environmental impact.

« These behaviour changes were still dependent on

individual business leaders' levels of knowledge, Wilson, restaurant *

however — with some unaware of what steps they could When his restaurant was shut, Wilson did not think there was

fake to reduce their energy usage. anything he could do to reduce his energy spend.

* Wilson's premises are very small and the restaurant only opens when there is
Oskar, pub guaranteed trade, so energy usage is efficient compared with other hospitality
; _Affi~i venues in the sample. The premises also include accommodation, so some

RedeSIQned menu fo be more gnergy efﬂaen’r. Remov.ed energy expenditure is allocated fo living expenses rather than a business cost. For
modular oven and replaced with wood-fired oven, which this reason, level of energy spend is ‘low’.

can be used for all dishes. Wood-fired products also

) : : . Charles, gift shop
considered premium, sO can increase prices.

Switched all in-shop lighting to LEDs before COVID. Now very

Richard, brewer disengaged in energy issues as he assumes his bills are very
Has changed brewing process to reduce energy cost; has |QW. Whep prompted, he was surprised by the cost of
been able to shut down half of premises through changes. his standing charge.

« Across the range of microbusinesses there was very limited consideration of switching suppliers or contract as a

way to reduce energy costs — most assume their energy contracts are inflexible and that contacting their supplier will
be pointless.

I oy
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Some high energy spend businesses reported
keeping a closer eye on bills since the pandemic
began.

«  Many now place greater importance on submitting a
meter reading every month for billing accuracy.

« Several businesses had requested smart meters with the
aim of monitoring energy usage more closely. Some of
these did have one installed. Others did not receive one,
either because they believe they were told their premises
are unsuitable or because the supplier did not arrange
installation even after they were asked several times.

But others lacked understanding of their energy
usage and costs, including the importance of
providing up-to-date meter readings in order to

receive accurate bills.

« Forexample, a hairdresser who moved to a cheaper
tariff did not see any benefit from this because she did
not submit any meter readings afterwards - she
complained to us that her bills remain high.

Some also felt that they were not able to see any
evidence of savings from reduced usage or cheaper
tariffs, at a time when they were struggling with
cashflow.

Energy: management of bills during the pandemic

Low energy spend microbusinesses

 We saw numerous examples of low engagement
with energy bills.

« Some low energy spend businesses were very

happy for suppliers to hold on to credit for now —
saying that knowing they were in credit provided one less
issue to worry about in the current context. Given the
larger sums involved, high energy spend microbusinesses
were more often unwilling to have the money tied up
elsewhere.

Vanessa, holiday accommodation

Vanessa installed solar panels several years ago and greatly
reduced her energy bills. She now doesn’t even look at
these and does not know how much energy she is using.

Arthur, farmer

Arthur put a chillroom on the back of his butcher shop in
order to reduce energy consumption and since then hasn't
paid attention to his bills. He pays a fixed direct debit each
month and would be happy to build up a credit balance of
up to £700. He currently has a credit balance of £165, but
was not aware of this until he checked the paperwork to
prepare for this research.

N
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Microbusinesses’ experiences in the energy market - overview

As well as understanding microbusinesses’ experiences during the pandemic, we wanted to understand their
perceptions of the energy market.

We begin by exploring their understanding of the differences between the domestic and business energy markets.

We then turn to theirimpressions of energy brokers. Here, we highlight some microbusinesses’ complaints about sales calls from
brokers, their experiences using a broker to find an energy deal, and whether their expectations around brokers’ aftercare services
were met.

Next, we present the microbusinesses’ views on credit balances, revealing tensions that have arisen for some businesses as a result
of using fixed direct debits.

Last, we look at how some microbusinesses unwittingly found themselves in debt to their energy supplier - generally as a result of
their agreed direct debit amounts falling short of their actual energy usage.

Key findings

* Microbusinesses generally consider the domestic energy market more customer-friendly than the microbusiness energy
market.

* Many microbusinesses assume (incorrectly) that customer protections for microbusinesses are the same as for domestic
customers.

* While some microbusinesses valued brokers, on balance a lot of these microbusinesses have had negative experiences of
energy brokers.

* Many microbusinesses pay energy bills by direct debit as a “default” payment rather than an active choice.
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Comparative experiences of the domestic and business energy markets

1 @ Finding an energy deal is easier in the domestic energy market
« Due to the prominence of widespread advice, tips and information on third party domestic consumer websites, information
for businesses was thought to be sparse in comparison.
« The availability of domestic Price Comparison Websites is said to make the process easier. Microbusinesses can find it difficult
to get a clear overview of the market and viable options without significant effort.

9 | The domestic energy market is more flexible
« Energy contracts for microbusinesses are typically seen as longer and more rigid, without the possibility of exiting early asin
domestic contracts.

3 | Customer service is better in the domestic energy market
« Customer-facing web portals and apps are thought to be generally better for domestic consumers than for businesses
(although there are some exceptions).
« Asaresult, itis thought easier to submit meter readings, check bills and contact suppliers as a domestic energy consumer.

4 @ The domestic energy market places greater emphasis on environmental considerations
« Particularly environmentally conscious businesses had struggled to find renewable energy contfracts — whereas they believed
renewable energy tariffs were now nearly standard in the domestic energy market.
« Some also felt that suppliers were more forthcoming in helping domestic customers to reduce their energy use — e.g. by
offering smart meters and by providing advice on how to be more energy efficient at home.

5 Customer protections are often assumed to be the same, even though this is not the case
« Almost all microbusinesses assume that there is a ‘cooling off period’ in which they could change their mind after signing up
for a contract, but this is only the case in the domestic market.
*  Many microbusinesses assumed that if they were to fall behind on their energy bill, they would have less protection from
disconnection than a domestic energy consumer, although some thought they could not be cut off.
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Sales calls from
brokers

Calls from energy brokers are said to

make up a very large proportion of all

inbound calls (for both high energy

expenditure and low energy expenditure

businesses).

+ Some say they receive 10-20 calls a
day at times; for others, 3-4 a day is a
normal volume.

Negative experiences

These energy sales calls are a “hassle”

and “a constant bombardment”.

+ The frequency of the calls — and the
“pushy” or “aggressive” tone of these
— has given many microbusinesses the
impression that microbusiness energy
brokers are fundamentally different
from brokers in other markets (such as
insurance).

Microbusinesses’ impressions of energy brokers

Using a broker to find a
deal

A common complaint was that the
brokers paid no attention to
microbusinesses’ needs and were very
pushy.
+ Limited attention was paid to specific
circumstances or niche requirements
—such as typical time of energy use or
seasonal variation across the year.

« There was a lack of transparency,
with very limited written
communication and conversations
exclusively conducted via telephone.

Others believed that they had got a
good deal via a broker, and had a high
degree of personal trust in the

broker they were dealing with — either
due to longstanding personal /
professional relationships or due to @
transparent manner.

Aftercare

Negative experiences

High expectations of what the broker
would do after finalising the deal — which
did not match reality. For example:

« Saying they received bills from two
suppliers after switching via a broker,
and broker unwilling / unable to help.

« Discovering that the contract was
more expensive than they had been
told (or imagined) — and being locked
into a contract for 3 years with no
opportunity to exit.

Other expectations of brokers’ aftercare

had not yet been tested:

+ That brokers would have better
access to suppliers to resolve
complaints or service issues, in
comparison to the microbusiness
trying to do this themselves.

« That brokers would remind the
microbusiness when their contract
was nearing expiry. 3
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Credit balances

Many microbusinesses could not remember making an active choice to pay by direct debit, assuming instead

that it was the ‘default’ payment option or a requirement of the contract. Even where it was not an explicit choice,
microbusinesses are usually comfortable with this payment method. Building a balance of credit on their energy account is seen

as minimising the risk of missing payments and also reduces admin.

All our microbusinesses had a basic awareness and understanding of credit balances in the energy sector.

The vast majority of our microbusinesses were neutral or positive towards credit balances. However, some smaller
microbusinesses (where bills are a proportionally larger cost) and struggling businesses were negative towards credit balances as
they wanted access to their cash for urgent business challenges. A lack of supplier proactivity was the biggest concern:

Tensions as a result of using fixed direct debits

Direct debit remains the same despite credit balance -
customer has to specifically ask for it to be adjusted

Supplier retains credit balance — customer has to
specifically ask for refund

Supplier refuses to return credit balance when asked -
insists on reduction of direct debit instead

Supplier is slow to return credit balance after refund
agreed

Supplier customer service is inefficient, with customer
passed to multiple departments

Impact on customer

Continues to accrue credit on account, tying up money
until they request an adjustment

May not realise they have large amounts tied up in
supplier's account, rather than available for own use

Less money accessible to pay other creditors, causing
cashflow issues

Cannot use money until in own account, causing
cashflow issues

Time spent addressing credit balance rather than

running microbusiness D
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Experiences with energy debt (1/2)

Under-estimation of bills combined with a lack of meter readings is a key driver of debbt amongst microbusinesses.

Avoiding being in debt to suppliers is a priority, with many
microbusinesses taking proactive steps to avoid this. Over half
the sample said they had never been in debt on their energy
account.

« Have smart meter so always pay correct amount
« Submit regular meter readings

« Immediate payment on receipt of bill

Some assume that they are never in debt because they pay by
direct debit - but risk accruing debt if they are not also entering
meter readings. Reliance on estimated bills is a key driver of
debt, but automated payment methods reduce engagement
with actual energy usage.

“I've never run up a debf on energy, |
wouldn't let that happen to be honest".”

Daniel, food retailer, Scotland

“... I pay everything on time. | can't
deal with debt, I'm very risk averse and
would never have a debt | wouldn't
know about".”

Leah, furniture maker, Wales
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Experiences with energy debt (2/2)

New businesses may be at risk of accruing debt due to a combination of inaccurate estimates as they have no usage
history and uncertain trade levels. This may be compounded if they don't read their meters due to distraction by business
matters.

A number of our microbusinesses had experienced some level of debt on their business energy account due to
suppliers underestimating their energy use at the start of a new contract. The typical customer journey is:

1 2 3

Debt accrues unchecked, until
it reaches large amount or

Microbusiness distracted by

Supplier underestimates usage, everyday operations and does

usually at start of new contract

not enter meter readings meter reading entered

This seems a particular risk for new businesses: they may lack experience with handling business admin, may be too
preoccupied with driving the microbusiness forward to enter meter readings and there are no previous readings to help inform
estimates.

While some who had experienced energy debt felt fairly treated by their supplier, others were frustrated by a perceived lack of
support in not accruing debt in the first place.

* Inaccurate estimates at start of contract.
« Failure to ‘checkin’ to ensure estimates match usage.
» Lack of prompts to enter meter readings.

« Debt accruing over a long period with no nofification from supplier.
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In this section we focus on how these microbusinesses would go about resolving a problem with their energy
supplier.

This includes:
*  how they seek to access help,

« the barriers that are for them to do this.

Key findings:

While the microbusiness decision-makers in this study say they would seek external support in the event of problems and are
confident they could do so effectively, few actually do so when there is problem — although only a small number of companies
had experienced issues which they had been unable to resolve by themselves.

4

blu c@marblc



Seeking third-party support for energy problems

While microbusinesses say that they would seek external support in the event of problems and are confident they could
do so effectively, few actually do so when there is a problem.

—

Many businesses found it difficult to imagine ever experiencing energy problems -

let alone any that would require third-party support.

* Energy supply is of paramount importance — and few recall experiencing major outages or
disruptions to this. While many have encountered retail-related issues, these are of
secondary importance for many microbusinesses and have generally been easily resolved.

If problems arise, businesses would usually seek to resolve these directly with their

supplier in the first instance.

« Self-confidence is often high — microbusiness owners deal with other companies regularly
and believe they could handle this themselves.

Many say they would seek external assistance if necessary after this, and are
confident that they would be able to find appropriate resources to help.

* Anonline web search was widely recognised as a first port-of-call.

* Beyond this, organisations named included the regulator (although some could not name
Ofgem specifically), an ombudsman (which is assumed to exist), Citizens Advice, solicitors,
the small business membership organisations, local MPs and banks, and energy brokers.

However, very few businesses had actually sought third-party assistance in relation
to a problem with an energy company.

+ Only one microbusiness had actually done this, securing help from a broker — only a few
companies had experienced issues which they had been unable to resolve by themselves.



Optimism bias, "tunnel vision", a sense of impotence and an unwillingness to waste others’ fime prevent microbusinesses
seeking external support at fimes of need.

Time poverty: Perception that issue is not important

Optimism bias:

Confidence in own abilities to handle issue

enough to spend time resolving

Many microbusinesses feel that they can handle any issues Some thought that their problem was not significant enough
themselves. This sense of confidence seems to prevent them to require external support, despite being unhappy with the
from considering support which may save them time and outcome.
stress.
"It never went external; | could do it all myself. It dragged "We didn't seek advice, we muddled through. | didn’t
on, but never got to the stage of legal disputes - it just fook think it was worth the extra time and hassle, we just want
along time to resolve and was a headache.” fo move on.”
Leah, furniture maker, Scotland Bella, café, England
Tunnel vision: Lack of awareness of existence of Sense of impotence: Perception that the balance of
available support ‘in the moment’ power lies with the large energy company
Most could name resources they would turn to in a crisis. Some felt powerless in dealing with a large company and
However, almost all who were dissatisfied with the outcome had a sense that they would never win, even with support.

of their issue did not think fo contact these at the time.

"I'm a newer company coming up against an older more

"I didn’t know who fo turn to — perhaps [a small business well-established company that may know things that |
membership organization] It's not on our radar, but | don't. | suppose it left me feeling that maybe | was a bit
assume there is an Ombudsman.” stupid for not knowing.”
Bella, café, England Lauren, media agency, England —_
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The future of energy: Overview

While the core objective of this study was to understand the impact of the pandemic on microbusinesses, it also
provided the opportunity to obtain feedback on issues relating to reducing greenhouse gas emissions by 2050.

We explored:

+ How prepared microbusinesses were to take on low carbon emission technologies that will support change to a low carbon
energy system,

* Views on the adoption of smart meters (which are a key enabler for adoption of low carbon emission technologies).

Key findings:

» Preparing for future changes in energy technologies is a low priority for most. There is low awareness of the
timescales of regulatory changes (e.g. for electric vehicles or low carbon heat) and few have made any preparations.

» Most of the microbusinesses we spoke to are aware of the smart meter rollout, but understanding of the

benefits is generally limited. While the main benefit of smart meters is perceived as not having to take manual meter
readings, fewer were aware of or interested in the ability to use smart meters to monitor usage.

* Many of those with smart meters were generally positive about them. Others wanted to have a smart meter

installed, but some microbusinesses felt the perceived hassle of installation outweighs any benefit. 3
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Future energy technologies

Preparing for future changes to energy technologies is low on the priority list for most of our microbusinesses.

Feedback about each type of technology

Themes explored:

Awareness of likely
future legislative
changes

Awareness of benefits
of new technology

Awareness of
fimescales of
regulatory change

Preparation for
legislative change

Perceived impact
on microbusiness

Electric vehicles

High

Transition visible in everyday life and
therefore familiar

High

Some can see environmental benefits —
but also major practical barriers to uptake

Low
Vague awareness of change — but often
considered voluntary

Low

Not relevant to many microbusinesses.
Where relevant, often low priority at the
moment

Low
Change not expected at all in short term

Low carbon heat

Very limited, apart from among most
environmentally aware

Low
Limited awareness of environmental
benefits

Low
Very little sense that this change is coming

Low
Lack of awareness means most have not
considered change

High
Once explained, significant concern
about upfront costs

Other energy efficiency
technologies

&

) %
Moderate

Mixed — depends on the technology

Moderate

While benefits of insulation (for example)
are understood, these are usually
considered minor

N/A

Low
Low perceived benefit means many have
not considered this

Low
Change not expected to be compulsory

5
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Most microbusinesses are aware of the smart meter rollout. However, understanding of the benefits of smart meters is
generally limited.

Many of our businesses were relatively positive about smart meters. A small number already have smart meters - others
said that they wanted them. However, feelings were rarely very strong.

The removal of the need for The ability fo monitor usage is Other benefits are largely

manual meter readings is the unknown - and not valued by
. . . . less well known and less valued. . .
main benefit for microbusinesses. microbusinesses.

« This saves microbusinesses time
and hassle, and frees them up to
spend time on other aspects of
their business. This also provides
reassurance that their bills are
correct.

"I know that there is an element of meter
readings being done remotely, or through Wi-
Fi.”

Jay, ticketing agency, England

While microbusinesses can see
how a better understanding of
usage might be beneficial at an
abstract level, it feels like a
marginal benefit and not worth
the effort required — particularly
for low energy usage businesses.

* Thisis also true of
microbusinesses with a smart
meter already fitted.

+ The wider benefits to the network
and in tackling climate change
are rarely understood by all but
the most environmentally
engaged business leaders.

"We are tiny and energy is not a massive proportion
of our total costs. If you are London Underground, you
want data coming out of your ears.”

Richard, microbrewer, England
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For many, the perceived hassle of smart meter installation outweighs any benefit.

Tried to get it installed but was told
that the shop location and difficulty
of accessing basement prevented
the supplier installing.

being far too busy." Jay, ticketing agency, England

Time and effort to arrange for Perceived cost of getting meter Perceived hassle of getting meter
smart meter installation installed installed (i.e. disruption)
[ =
2 . o ) Deb, fudge shop
O "The smart meter was supposed to be done " If | don’'t have to pay for the installation, it is
= but it never got done. Now [it's] just a case of better for us and should save us money."
.g
£

Gemma, events venue, England

Bad metering experiences in

Cynicism about providers’ use of Familiarity and ease of current
other sectors (e.g. water smart
data system
_ Wilson, restaurant Daniel, food retail
_a=> Had wat t ter installed but it maweebifeta cynic” Quite h doi thl t
- ad water smart meter installed but i : vite happy doing monthly meter
. Charles, gift shop, Scotland : ) : :
O did not work properly — caused cries, gt shep, Seetian readings by himself. Would consider if
incorrect bills and was eventually he wanted to reduce his own time in
removed by provider. shop.
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Microbusinesses were asked what an ideal energy company would look like. The main areas for improvement identified
were: fair and transparent prices, flexible account management and clear communication.

Contract details

Flexible: shorter contract terms, or contracts
which make it easier to switch before contract is
completed.

Simple: limited number of easy-to-understand
and distinct prices.

Green: often preferred if cost similar to
alternatives — particularly for businesses who
position themselves as environmentally friendly,
and for business owners with strong
environmental mindset (often in rural areas).

Fair: everyone offered same set of deals, with no
penalties for loyalty.

Competitive: some want lowest possible cost,
some would pay more for premium service —
such as individual account manager or branch-
based support.

Paying bills and submitting meter readings

Choice of channels: most want digital tools to
manage their accounts — with telephone
helpline for easy troubleshooting (short waiting
times are important).

Automated meter readings: freeing time for
other tasks.

Communications

Straightforward: clear communications which
outline where customers stand. Written contact
preferred as provides transparent record.

Informed communications (for high energy
usage businesses): strong record-keeping
meaning that staff are aware of business context
in interactions. Some want individual account
manager (esp. where have had problems).
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Conclusions (1/2)

1 The pandemic has undoubtedly been the major factor shaping microbusinesses’ fortunes over the last year.
Individual business journeys have been hugely divergent, however — with our microbusinesses’ experiences typically falling into
one of three categories: microbusinesses which thrived, those which survived and those which struggled. Against this backdrop,
energy was often a secondary concern — even more so than it usually is.

2  Relatively few microbusinesses reported anything other than “business as usual” contact with energy suppliers.
However, the few who had contacted their energy providers (mainly in relation to negotiating bill amounts) were left feeling
unsupported.

3 There was very little awareness of support offered by energy providers during the pandemic, such as bill
holidays or bill reductions. Few had proactively sought support.
« High energy usage microbusiness typically managed their energy spend during this period through changing their behaviour
to save energy, or by keeping a closer eye on bills, rather than switching suppliers or tariffs.
« There is confusion and a lack of understanding about the link between meter readings, unit prices and bill amounts. This
means that microbusinesses often did not see savings from reduced usage or prices at a time when they were struggling with
cashflow.

4 Microbusinesses generally consider the domestic energy market more customer-friendly than the microbusiness

energy market — believing that the domestic market is characterised by better customer service, greater flexibility and it
being easier to find good deals.

Many microbusinesses assume (incorrectly) that customer protections for microbusinesses are the same as for
domestic customers.
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Conclusions (2/2)

5 We also explored several specific areas in relatfion fo the energy market during the pandemic:

 On balance, microbusinesses have had negative experiences of energy brokers. The main problems include:
large volume of “pushy” or *aggressive” sales calls; lack of understanding of specific needs of their individual businesses, and
lack of after care.
 Many microbusinesses pay energy bills by direct debit as a “default” payment rather than active choice.
« For the majority, this is not problematic, but a lack of supplier proactivity in returning credit balances caused problems
for struggling businesses who needed cash for urgent pandemic-related challenges.
» Underestimation of bills combined with a lack of meter readings is a key driver of energy debt.
* New businesses are particularly at risk of accruing debt. This is driven by inaccurate estimates due to an absence of
usage history and uncertainty about trade levels, combined with a lack of meter readings due to being distracted by
business matters when setting up a business.

6 While microbusiness say they would seek external support in the event of problems and are confident they
could do so effectively, few actually do so when there is problem - although only a few companies had
experienced issues which they had been unable to resolve by themselves.

« Barriers to seeking support include: confidence in own abilities to handle the issues; a perception that the issue is not
important enough to seek external help; a lack of awareness of available support “in the moment”; and a sense of
intimidation by large energy companies.

7 Interms of future developments in the energy sector:
* Most microbusinesses are aware of the smart meter rollout, but understanding is generally limited. The
perceived hassle of installation is generally thought to outweigh any benefit.
« Preparing for future changes to energy is a low priority for most. There is low awareness of the timescales of
regulatory changes (e.g. for electric vehicles or low carbon heat) and few have made any preparations.
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