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This report was authored by Andrew Poole, Deputy Head of Policy, with support from Allen Creedy, FSB 

member and Infrastructure and Energy Chair. Special thanks to all colleagues within FSB who provided input 

and support, particularly Matt Dickinson and Anna Slater for proof reading and managing the publication 

process and associated media engagement, and David Hale for providing a political steer. 

The research underpinning this report was carried out by Verve – the market research agency responsible for 

administering the survey. The report was designed by Lynda Loves. 

Who We Are 
The Federation of Small Businesses (FSB) is the UK’s leading business organisation. Established over 45 

years ago to help our members succeed in business, we are a non-profit making and non-party political 

organisation that’s led by our members, for our members. Our mission is to help smaller businesses achieve 

their ambitions. As experts in business, we offer our members a wide range of vital business services, including 

advice, financial expertise, support and a powerful voice in government. FSB is also the UK’s leading business 

campaigner, focused on delivering change which supports smaller businesses to grow and succeed. Our 

lobbying arm starts with the work of our team in Westminster which focuses on UK and English policy issues. 

Further to this, our expert teams in Glasgow, Cardiff and Belfast work with governments, elected members 

and decision-makers in Scotland, Wales and Northern Ireland.

Methodology
This data was gathered via an FSB survey of small business members across the whole of the United Kingdom, 

which was administered by the research agency Verve. Individuals were invited to participate in the survey 

via email and social media channels. The survey was in the field in April 2019, and was completed by 1,136 

small businesses.

The dataset has been subsequently refined to remove businesses that:

 •  Have 10 or more employees (i.e. are not microbusinesses)

 •  Have no control over their energy tariff (e.g. it is provided as part of a lease)

 •  Are home-based (who are likely on a domestic energy tariff)

 •  Are described as mobile

 •  Do not use metered electricity

As such, the following results are based on a refined dataset of 709 microbusinesses on metered, non-

domestic energy tariffs.

The findings and recommendations in this report are for England, Scotland and Wales. The Northern Ireland 

electricity market is separate from the market in Great Britain, and has a separate regulator, the Northern 

Ireland Authority for Utility Regulation. FSB in Northern Ireland will be working separately with the Utility 

Regulator and the Department for the Economy to represent small businesses during the transition to a low 

carbon, sustainable economy.
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say energy is a significant 
cost to their business

used a TPI to identify their 
current tariff

would consider generating 
their own energy in future

have not yet been offered 
a smart meter

say a renewable tariff offer 
would encourage them to 
switch

say better customer service 
would encourage them to switch

expect to switch suppliers 
when their current contract 
expires

Top three factors for choosing 
current tariff: 

Price Stability 75%
Cheapest Possible Cost 65%
Minimal Effort/Time 47%

62%

30%

47% 48%

47% 51%

54%
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Smaller businesses, particularly microbusinesses, 

need to be protected in the same way individual 

consumers are when it comes to navigating complex 

markets – including that of energy provision. With 

limited resources and time, small businesses face 

inherent barriers to identifying the best deal for 

them. FSB welcomes Ofgem’s recent review of the 

microbusiness retail energy market, but wants to see 

an ongoing commitment to review this market every 

three years, identifying barriers and opportunities 

for small firms.

Many small businesses are struggling with the ever-

increasing cost of doing business. Therefore, whether 

business models are heavily energy intensive or less 

so, even marginal savings by negotiating a slightly 

cheaper tariff can make an important difference 

to the overall costs of small businesses. Small 

businesses are far from a homogeneous group when 

it comes to energy provision. FSB wants Ofgem to 

require energy suppliers to demonstrate their 

understanding and segmentation of their diverse 

small business customer base so that the energy 

needs of these customers can be targeted in a 

focused, bespoke way.

Currently, too many smaller businesses think they 

will experience the thin edge of the wedge when 

engaging with energy providers. That is why we 

believe third party intermediaries (TPIs) have an 

important role to play in helping small businesses 

to navigate their way through the complexities of 

the energy market. However, too many small firms 

distrust what is essentially an unregulated industry. 

FSB is calling for proportionate regulation in this area 

– to shine a light on the good and call out the bad. 

The UK as a whole is moving towards a distributed 

energy system which requires an expensive overhaul 

of the UK’s energy infrastructure, the cost of which 

is already falling on tax and bill payers – including 

small businesses. Let’s be clear: small businesses 

want to play their part in reducing carbon emissions. 

The ability of customers to access their usage data, 

via smart meters and smart services, will be critical 

in helping small firms identify energy saving 

opportunities as well as other investments that may 

benefit them. It is incumbent upon UK Government, 

Ofgem, Smart Energy GB and energy suppliers to 

work together to set out a clear vision for how a 

future smart market will work for small firms. This is 

essential to help small businesses play their part in 

driving forward energy efficiency and contribute to 

the target of net zero carbon emissions by 2050.

It is abundantly clear that small businesses, 

especially microbusinesses, should benefit from the 

same support and protections as consumers when 

engaging with energy providers instead of being 

treated like a poor relation.  Now is the time for both 

Ofgem and the Government to act to make this state 

of play a reality.

Allen Creedy
FSB Infrastructure & Energy Policy Chair

FOREWORD
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Ofgem should commit to a three-year review 
cycle for the microbusiness energy retail 
market, setting out clear targets and timescales 
for improvement, evaluating progress, and 
identifying barriers and opportunities for small 
firms. Three years on from the publication of the 
CMA’s Energy Market Investigation report, and 
following Ofgem’s review of the microbusiness 
energy market, policymakers must act quickly 
to address problems and ensure smaller firms 
are treated fairly in the non-domestic market, 
with an ongoing commitment to review this at 
regular intervals. More broadly, there should be 
a particular focus on the experience of vulnerable 
microbusiness customers, including those 
struggling with debt and those whose supplier 
has failed or exited the market.

Ofgem should, as part of the Electricity Suppliers 
Licence conditions, specifically require energy 
suppliers to demonstrate their understanding 
and segmentation of their diverse small business 
customer base. Without this, the energy needs 
of these customers cannot be targeted in a 
focused, bespoke way and should be considered 
‘unfair’. This is particularly important for vulnerable 
businesses and all those from whom Government 
is seeking market behaviour change (e.g. around 
uptake of energy efficiency and renewable tariffs). 

UK Government, Ofgem, Smart Energy GB and 
energy suppliers should work together to set 
out a clear vision for how a future smart market 
will work for small firms. Not enough work has 
been done with smaller business customers to set 
out the direction of travel for the energy market, 
the longer-term benefits of smart meters and the 
potential for investment in energy efficiency and 
management technology.

Ofgem should re-establish its previous 
commitment to explore proposals for a 
regulated TPI sector, publicly seeking evidence 
from suppliers, consumer groups and TPIs 
themselves to understand the most effective 
solution. A market-wide Code of Practice, 
underpinned by proportionate regulation, should 
be a priority.

UK Government and Ofgem should set ambitious 
expectations for products and services related 
to smart meters and a smarter market, so that 
smaller businesses can understand how they 
might take advantage of energy efficiency, 
microgeneration, demand management and 
time-of-use tariffs. In this context, Government 
should promote the benefits of Open Data and 
develop solid plans for:

a) Standardising tariffs and other relevant market 
information in machine-readable formats to allow 
automated comparisons of energy tariff offerings. 

b) Making smart meter data available through a 
secure standardised Application Programming 
Interface (API) to approved third parties.

c) Allowing energy customers to delegate contract 
switching powers to third party intermediaries 
(TPIs).

RECOMMENDATIONS
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UK Government and Ofgem should work with 
energy suppliers, landlords and business groups 
to explore how small business customers in 
rented premises can be empowered to reduce and 
manage their energy use. More broadly, suppliers 
must do more to understand their diverse business 
customer base in order to recognise the barriers 
and opportunities they face in more granular detail 
– a one size fits all approach will not work. In doing 
so, policymakers must recognise ‘opportunity costs’ 
of market engagement, particularly when making 
assumptions about the potential for financial savings 
by smaller firms.

UK Government should formally review the role of 
subsidies and other incentives (including access 
to finance) related to low carbon generation and 
energy efficiency. In this regard, more work is 
needed to understand the various motivations of 
a diverse community of smaller businesses facing 
myriad opportunities and barriers related to their 
own individual circumstances.
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CURRENT DEALS
62% say energy is a significant cost to their business

FACTORS WHEN CHOOSING CURRENT TARIFFS 
75% Price Stability

65% Cheapest Possible Cost 

47% Minimal Effort/Time

30% used a TPI to identify their current tariff

12% used a PCW to identify their current tariff

SWITCHING
54% expect to switch suppliers when their current contract expires

47% say a renewable tariff offer would encourage them to switch

51% say better customer service would encourage them to switch 

KEY FINDINGS
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ENERGY GENERATION AND MANAGEMENT
47% would consider generating their own energy in future

40% would consider battery storage in future

40% believe they will own an electric vehicle within the next 5 years

SMART ENERGY
48% have not yet been offered a smart meter

24% believe a time-of-use tariff would benefit their business

43% would currently prefer to avoid half-hourly settlement

fsb.org.uk
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In May 2019, Ofgem launched a strategic review of the microbusiness energy market, stating that it 
was ‘concerned some businesses are struggling to engage with the market and paying more than they 
should’.

FSB has long-believed that small and microbusinesses should be given an enhanced level of consumer 
protection in utility markets, more akin to domestic customers. Previous research by FSB identified 
a number of areas where smaller businesses are disadvantaged compared to larger businesses and 
domestic consumers. These disadvantages include the following:

Lack of expertise in purchasing energy
Most small businesses have a similar level of expertise to domestic customers when purchasing 
most products and services and are far less likely than large businesses to have staff with a specific 
procurement role.

High opportunity cost of time spent making purchasing decisions
Running a small business generally takes up the majority of the owner’s time during the working 
week, and often the weekend. This leaves limited time to concentrate on non-core activities such as 
renegotiating contracts. Therefore, the ‘opportunity cost’ associated with searching for a new energy 
supplier can be high.

Low benefits (actual or perceived) of time spent making purchasing decisions
A small business will typically have relatively low requirements for products and services that are 
not directly linked to its core trade: they simply want their heating to work and lights to be on. Small 
businesses often do not think they will benefit significantly by spending time choosing their ideal energy 
supplier.

Poor bargaining power
Smaller businesses have far less bargaining power, especially compared to large companies such as 
major utility service providers.

The Ofgem microbusiness review is the latest in a long line of energy market inquiries by regulators 
and Government, most notably the investigation by the Competition and Markets Authority (CMA) that 
took place between 2014 and 2016, which contained a number of remedies specifically focussed on 
the microbusiness retail market. Over time, there have clearly been a number of improvements made 
to the market for smaller firms, which should be acknowledged. However, Ofgem’s most recent inquiry 
– backed-up by FSB’s latest empirical evidence – suggests there is still further progress to be made. 
Citizens Advice recently identified key areas of detriment to microbusiness energy customers in its 2019 
report, Closing the Protection Gap.

1  Note that Ofgem’s jurisdiction does not cover Northern Ireland, the market for which is regulated independently by Utility Regulator. 
2 Ofgem, Strategic review of the microbusiness retail market (2019), available at: https://www.ofgem.gov.uk/publications-and-updates/
 opening-statement-strategic-review-microbusiness-retail-market 
3 FSB/CCP, Small Businesses as Consumers: Are They Sufficiently Well Protected? (2014)

INTRODUCTION
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On the back of new data collected from over 1000 small businesses, FSB has provided substantial input 
into the debate, via both Ofgem’s formal consultation and direct engagement with government officials. 
This report contains much of that data and is designed to be a helpful source of information for all those 
engaged in the debate around market improvements.

In this context, it is important to acknowledge that Ofgem’s concerns relate primarily to the microbusiness 
energy retail market as it is today, not as it will be in the near future. Previous FSB reports – The Price 
of Power (2017) and Open Energy (2018) – both looked at the risks and opportunities for smaller firms 
as the UK moves towards a smart, low carbon and distributed energy system, particularly as the UK 
seeks to become carbon neutral by 2050. In this scenario, microgeneration, storage and management 
technologies, dynamic pricing and – most importantly – access to customer usage data will have the 
potential to drive the market in a very different direction in the coming years. As it does so, it is likely 
that the role of third party intermediaries (TPIs) will also change as decisions around tariffs become 
less about price and more about overall service. Rather than simplifying consumer choice, this could 
potentially add a level of complexity, highlighting the importance of access to good usage data for 
customers.

The data contained within this report focusses on microbusinesses on non-domestic tariffs. And although 
the report identifies a number of broad trends in the data, FSB firmly believes that a ‘one size fits all’ 
approach to policy development will not work. As a general principle, we are keen to remind those 
working within Government and industry – across myriad policy areas – that smaller firms represent a 
diverse and eclectic mix of different models, all with their own individual circumstances and structures. 
Therefore, a granular understanding of their individual requirements, parameters and motivations is 
essential. Yet, time and time again, the tactics of Government and suppliers for engaging with the 
small business community across a range of energy issues – efficiency, switching, smart meters etc. – 
rarely involve any meaningful segmentation or sub-division of this audience into more homogeneous 
groups. Such segmentation might take account of factors like type and location of premises, number of 
employees, energy intensity, growth ambitions or available capital. The decision-making processes are 
entirely different for, say, a processing plant, a hair salon, an accountancy firm and a car repair workshop. 

A small, but significant proportion of microbusiness customers may be considered to be vulnerable, or 
genuinely struggling with their bills. Solutions for these businesses may differ greatly from those that 
are disengaged because they do not consider energy to be a significant cost worthy of the additional 
hassle of extensive market engagement. As the results below show, price is important, but far from the 
only factor in microbusiness decision making. 

4 Citizens Advice, Closing the Protection Gap: Problems in the microbusiness energy market and how to fix them, available at: https://
 www.citizensadvice.org.uk/about-us/policy/policy-research-topics/energy-policy-research-and-consultation-responses/energy-
 policy-research/closing-the-protection-gap/ 
5 FSB, The Price of Power - Energising small business in the next UK carbon plan (2017), available at: https://www.fsb.org.uk/resources-
 page/the-price-of-power-report-pdf.html 
6 FSB/Fingleton, Open Energy: Using data to create a smarter, cheaper and fairer energy market (2018), available at: https://www.fsb.
 org.uk/resources-page/open-energy-using-data-to-create-a-smarter--cheaper-and-fairer-energy-market-pdf.html 
7 For the purposes of this report, the term ‘microbusiness’ refers to any business with fewer than ten employees, including sole 
 traders.
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More broadly, smaller firms need certainty. In the short term, this requires confidence that the benefits of 
engaging in the retail energy market will be worth the time and effort of doing so – the opportunity cost 
– and that their experience will be a positive one. Longer term, this requires confidence in the direction 
of travel for UK energy policy, so that businesses know how the market is expected to evolve and have 
time to adapt and invest in the right areas. The legally binding targets within the Climate Change Act 
provided a baseline in this regard, with the long awaited 2017 Clean Growth Strategy providing much 
needed detail. More recently, the UK Government’s commitment to net-zero carbon emissions by 2050 
reaffirmed and enhanced these commitments, while preparations and policy announcements in the run 
up to COP26 are likely to further clarify the UK’s ambition in this area.

Going forward, FSB wants to see a new energy market that acknowledges a diverse customer base 
and enables smaller businesses to make holistic decisions. Business customers must be empowered to 
understand and choose what services they pay for, where they can find the best deal, where they can 
save energy, and where and how their energy is generated.

8 Ofgem, Strategic Review of the microbusiness retail market (2019), available at: https://assets.publishing.service.gov.uk/government/
   uploads/system/uploads/attachment_data/file/700496/clean-growth-strategy-correction-april-2018.pdf
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Figure 1 shows that most microbusinesses have separate electricity and gas tariffs, with most businesses 
relying completely on electricity as a source of power. 

Figure 1: Proportion of metered microbusinesses on separate and dual-fuel non-domestic tariffs
Source: FSB Energy Market Survey, 2019

FSB is campaigning for a fairer energy market for smaller firms. Despite a number of ongoing 
improvements in this regard, there remains a fair amount of work to do. That said, Figure 2 shows that 
most microbusinesses would – at least to a limited degree – consider themselves to be engaged in the 
energy market, with the majority having actively renegotiated their last tariff.

Figure 2: Proportion of metered microbusinesses that are active in the non-domestic energy market
Source: FSB Energy Market Survey, 2019

THE CURRENT STATE  OF  THE 
MICROBUSINESS NON-DOMESTIC 
ENERGY MARKET

fsb.org.uk

13

Actively renegotiated last 
contract (not rolled-over)

Expect to change supplier 
when current contract expires

Worried current supplier might 
go bankrupt or exit market 5%

79%

54%

82%

24%

18%



Over a third of microbusinesses – a significant minority – consider their energy use to be intensive. 
However, a significant majority of microbusinesses would say that their energy comes at a significant 
cost, with about half saying that a marginal saving on their bill would persuade them to switch provider 
(Figure 3).

Figure 3: Proportion of metered microbusinesses for which the cost of energy (and the potential for 
saving energy) is significant
Source: FSB Energy Market Survey, 2019

FSB believes strongly that the best way for businesses to save money on their energy bill would be to 
use less energy. However, this remains difficult without a mechanism for measuring and monitoring real 
time energy use. This is why FSB is supportive of the national roll-out of smart meters but, as Figure 4 
shows, many microbusinesses still have not been offered a smart meter by their supplier.

Figure 4: Proportion of metered microbusinesses that have been offered a smart meter (as of April 2019)
Source: FSB Energy Market Survey, 2019
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The degree to which microbusinesses consider their energy use to be intensive or expensive has a 
demonstrable impact on their views on market engagement.

Microbusinesses that consider themselves to be energy intensive (Figure 5), or consider their energy 
costs to be significant (Figure 6), are more likely to engage in the energy market and actively renegotiate 
their contracts.

Figure 5: Microbusiness switching experience and expectations – Energy intensive versus non-energy 
intensive (self-considered)
Source: FSB Energy Market Survey, 2019

Figure 6: Microbusiness switching experience and expectations – Significant energy costs versus 
insignificant energy costs (relative to other business costs) 
Source: FSB Energy Market Survey, 2019
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Microbusinesses that do actively engage with the energy market are more likely to feel broadly content 
with their energy deal. They are more likely to feel that their tariff is competitive and less likely to regret 
their current energy contract (Figure 7).

Figure 7: Microbusiness views on tariff competitiveness – Rolled-over versus renegotiated 
Source: FSB Energy Market Survey, 2019
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The two most important individual factors for microbusinesses when choosing their energy tariff are:

• Cheapest possible deal (top choice for 36%)

• Price stability (top choice for 33%)

However, looking at the decision factors that microbusinesses highlight in their top three (rather than 
simply those ranked first) gives a more rounded view of their broader priorities when choosing a new 
tariff (Figure 8). When doing so, the importance of ‘minimal effort/time’ becomes more obvious, clearly 
demonstrating the market drag effect of ‘opportunity cost’ for microbusinesses.

Figure 8: Most important considerations for microbusinesses when choosing their new energy tariff 
(ranked top three)
Source: FSB Energy Market Survey, 2019

WHAT MICROBUSINESSES LOOK FOR 
IN  AN ENERGY TARIFF
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The basis on which microbusinesses choose their energy tariff also has an impact on how they 
subsequently view that tariff, and whether or not they believe they are getting value from it. For example, 
those that choose their tariff on the basis of ‘great customer service’ are more likely to say they are 
content with their current contract than those that choose on the basis of ‘cheapest possible deal’ 
(Figure 9). 

Similarly, it is no surprise that those microbusinesses that feel pressured or harassed into making a 
decision – choosing a tariff so they are left alone – are most likely to regret signing up to that deal 
(Figure 10).

Those that do choose a tariff on the basis of ‘cheapest possible price’ are most likely to want to switch 
to a new provider when their contract expires (Figure 11). This poses a question for suppliers regarding 
customer retention, and whether they are placing too much emphasis on acquisition.

Figure 9: Proportion of microbusiness that are content with their current tariff – by reason for signing 
up to tariff (ranked top three)
Source: FSB Energy Market Survey, 2019
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Figure 10: Proportion of microbusiness that regret signing up to their current tariff – by reason for 
signing up to tariff (ranked top three)
Source: FSB Energy Market Survey, 2019

Figure 11: Proportion of microbusiness that expect to switch energy providers when their contract 
expires – by reason for signing up to tariff (ranked top three)
Source: FSB Energy Market Survey, 2019
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Figure 12 shows that the opportunity for cost saving is the most widely identified factor that would 
encourage microbusinesses to switch their energy supplier. However, it also shows the substantial list of 
secondary factors which, to a great or lesser extent, also encourage smaller firms to switch, depending 
on their exact circumstances. For example, the relative importance of some of these factors changes 
depending on whether or not a microbusiness considers their energy to be a significant cost (Figure 13) 
or their energy use to be intensive (Figure 14).

Figure 12: Factors that encourage energy switching for microbusinesses
Source: FSB Energy Market Survey, 2019

ENCOURAGING MICROBUSINESSES 
TO INVEST  MORE TIME AND EFFORT 
IN  ENGAGING AND SWITCHING
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Figure 13: Non-cost factors that encourage energy switching for microbusinesses – by cost significance 
of energy for business
Source: FSB Energy Market Survey, 2019

Figure 14: Non-cost factors that encourage energy switching for microbusinesses – by energy intensity 
of business
Source: FSB Energy Market Survey, 2019
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FSB believes TPIs can play an important role in helping smaller businesses secure the best possible 
energy deals. The role of a TPI will become even more important as energy bills increasingly include 
costs associated with additional products and services, such as energy efficiency advice, renewable-
sourced energy and smart technology. 

Currently, the TPI industry covers a huge variety of different individuals and organisations providing 
many different services – ranging from the unscrupulous to the excellent. FSB supports the introduction 
of a regulated TPI industry, one which builds customer trust by promoting the good and excluding the 
bad. 

FSB has long supported a code of practice for non-domestic TPIs, setting out customer engagement 
standards (professional and honest behaviour, transparency of information and effective monitoring). 
Various models for how such a code of practice might work have been put forward by Ofgem, suppliers, 
and those operating within the TPI industry itself, all following the same broad principles. 

Unfortunately, the regulation of the TPI industry was not directly addressed by the CMA market 
investigation in 2017. However, the CMA did formally acknowledge the problem: 

Despite failing to address the TPI regulation issue directly, the CMA did acknowledge the work that 
Ofgem had begun in 2013 to explore a workable regulatory framework, essentially pushing this problem 
back to Ofgem to deal with. However, little progress has been made in this space since then, despite 
near unanimous agreement from suppliers, TPI representative bodies and consumer groups that such 
regulation is required.

9  CMA, Energy Market Investigation Final Report, Appendix 16.1: Microbusinesses (2016) 
10 Ofgem, Third Party Intermediaries (TPI) Programme working group, accessible at: https://www.ofgem.gov.uk/gas/retail-market/
  forums-seminars-and-working-groups/third-party-intermediaries-tpi-programme-working-group 
11 FSB/Fingleton, Open Energy: Using data to create a smarter, cheaper and fairer energy market (2018), available at: https://www.fsb.
 org.uk/resources-page/open-energy-using-data-to-create-a-smarter--cheaper-and-fairer-energy-market-pdf.html

TPIs have the potential to help customers engage with energy markets 
and reach good outcomes. However, this may be undermined if 
customers do not trust TPIs. Our evidence suggests that there have 
been long-standing concerns about the conduct of a minority of 
TPIs; that some TPIs may not offer customers the best tariffs for the 
customer; and that customers lack information about how they pay 
for TPIs’ services. These issues may not apply to all TPIs, but they may 
affect customer perception of all TPIs. This may deter the use of TPIs 
and form a barrier to higher levels of engagement.” 
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That said, the move to a smart energy market and access to ‘open data’ will change the way that 
customers interact with the market, something which will be reflected in the changing role of TPIs in the 
near future. This is an area that is covered extensively in FSB’s previous Open Energy report.  As such, 
those advocating a regulated TPI sector must be mindful of how such regulation will reflect this. The 
increasing prevalence of open data in particular will require a level of regulation beyond that covering 
today’s market, with some elements perhaps even coming under the purview of the Financial Conduct 
Authority rather than Ofgem. 
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Figure 15 shows the important role that third party intermediaries (TPIs) play in helping smaller firms 
engage with the energy market, with more microbusinesses using TPIs to identify and agree their current 
deal than any other method. Figure 16 groups these various methods into ‘proactive’ and ‘reactive’ 
engagement and further shows that most microbusinesses are – at least in part – proactive in their 
market engagement. 

Figure 15: How microbusinesses identified and agreed their current energy deal
Source: FSB Energy Market Survey, 2019

12 PROACTIVE = contacted provider directly, via TPI, PCW, trade body or trusted family member/friend; REACTIVE = contacted by
 existing supplier or new supplier; INACTIVE = rolled over from previous deal; Discounted ‘other’ from Figure 16
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Figure 16: How microbusinesses identified and agreed their current energy deal – grouped by level of 
activity
Source: FSB Energy Market Survey, 2019

Interestingly, microbusinesses that do not consider their energy to be a significant cost are less likely 
to use a TPI for switching (Figure 17), suggesting that many TPIs remain focussed on cost saving when 
other decision factors may be more important for some businesses.

Figure 18 further shows microbusinesses that prioritised renewable sourced energy or trust above cost 
saving were also less likely to use a TPI.

Figure 17: Proportion of microbusinesses that identified and agreed their current energy deal via a TPI 
– by level of energy usage and cost
Source: FSB Energy Market Survey, 2019
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Figure 18: Proportion of microbusinesses that identified and agreed their current energy deal via a TPI 
– by reason for signing up to tariff (ranked in top 3)
Source: FSB Energy Market Survey, 2019

Conversely, Figure 19 shows microbusinesses that prioritised renewable sourced energy were more 
likely to proactively seek engagement directly with an energy supplier. In these cases – where 
decision making is less straightforward and less about simple cost comparisons – the benefits of direct 
engagement with different suppliers may have outweighed the opportunity costs. These businesses 
may also have had a clearer idea themselves of what they needed from their energy contract, and which 
suppliers were likely to provide such a service based on their marketing or branding.

Figure 19: Proportion of microbusinesses that identified and agreed their current energy deal by 
proactively contacting a provider directly – by reason for signing up to tariff (ranked in top 3)
Source: FSB Energy Market Survey, 2019
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Whereas Figure 19 (opposite) looks at those microbusinesses that proactively engaged with the market, 
Figure 20 looks at those that reactively engaged after being approached by their existing supplier. 
This, again, clearly demonstrates the power of building a trusted relationship with customers and the 
potential for retention based on more than just price. 

Figure 20: Proportion of microbusinesses that identified and agreed their current energy deal after 
being approached by their existing provider – by reason for signing up to tariff (ranked in top 3)
Source: FSB Energy Market Survey, 2019
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The top line message from Figure 21 suggests that microbusinesses tend to distrust the motives of 
those operating in the non-domestic retail energy market. Whether dealing directly with an energy 
supplier, or indirectly via a TPI, the majority of microbusinesses do not believe that these entities were 
operating ‘mainly in the interest of the customer’. That said, TPIs appear to be viewed in a far better light 
than energy suppliers.

Figure 21: Proportion of microbusinesses that believe the entity with whom they were negotiating a new 
energy deal was mainly working in the interest of the customer – by method of identifying and agreeing 
current tariff
Source: FSB Energy Market Survey, 2019

But it is important to acknowledge that distrust by microbusinesses in the motives of those with whom 
they engage in the energy market does not necessarily translate into distrust in outcomes.

Figure 22 shows that, although microbusinesses tend to see price comparison websites as largely 
operating in their own interests rather than the customer (Figure 21), those that use them tend to believe 
they live up to expectations. In other words, they do what they say on the tin. This potentially reflects 
the quick, transactional relationship being sought by microbusiness customers that use these services, 
i.e. they have minimal expectations of any substantial benefit so are motivated mainly by minimal effort 
(opportunity cost). It is in this context that those using a price comparison website are also most likely to 
say that the tariff they chose is considered ‘value for money’ (Figure 23, opposite).
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WHEN SWITCHING ENERGY TARIFFS
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Figure 22: Proportion of microbusinesses that believe their current energy supplier lives up to the 
expectations they had when they signed the contract – by method of identifying and agreeing a deal
Source: FSB Energy Market Survey, 2019 

Conversely, although TPIs are more likely to be viewed by microbusinesses as working on behalf of the 
customer (Figure 21, above), Figure 22 also shows that they are also most likely to fail to subsequently 
live up to expectations. And Figure 23 shows that, as an industry, TPIs are no more likely than directly 
engaged energy suppliers to be viewed by customers as providing a value for money service. 

This is unfortunate, because a good TPI can provide substantial benefits to small businesses: reducing 
opportunity costs and finding fairly priced, tailored tariffs. However, the TPI industry is currently 
unregulated, with little scrutiny of those operating within it. As a result, small firms can face poor practice 
and may struggle to identify TPIs that can be trusted to provide a good service, of which there are many. 
FSB believes that measured regulation in this sector would benefit the industry as a whole, promoting 
the good and weeding out the bad.

Figure 23: Proportion of microbusinesses that believe their current energy supplier provides a value for 
money service – by method of identifying and agreeing a deal
Source: FSB Energy Market Survey, 2019 
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Figure 24 shows that there are a number of factors that would help to build trust in the microbusiness 
TPI market – both in terms of outcomes and motives. Many of these factors are related either directly 
or indirectly to a more regulated TPI market. However, the individual factor that would be most likely to 
persuade microbusinesses to use a TPI would be the potential to always be switched to the cheapest 
deal at the end of contracts, cutting down opportunity cost. This process would rely heavily on two 
factors – increased trust in the market (hence the need for regulation) and access to consumption data. 
This area was covered in greater detail in two previous FSB reports, The Price of Power (2017) and Open 
Energy (2018). 

Figure 24: Proportion of microbusinesses that would consider using a TPI or broker in future – by 
individual caveat
Source: FSB Energy Market Survey, 2019 

13 FSB, The Price of Power: What small businesses need in the next UK carbon plan (2017), available at: https://www.fsb.org.uk/
   resources-page/the-price-of-power-report-pdf.html 
14 FSB/Fingleton, Open Energy, Using data to create a smarter, cheaper and fairer energy market (2018), available at: https://www.fsb.
   org.uk/resources-page/open-energy-using-data-to-create-a-smarter--cheaper-and-fairer-energy-market-pdf.html
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The UK’s transition towards a low carbon, decentralised energy system will require energy use by 
customers to be monitored, measured and managed in a much more dynamic way. FSB argues that this 
cannot be done without smart meters that measure energy use in real time (at least every half hour). 
Further, the way in which this data is accessed by customers – and those that represent them – will 
be critical to empowering decisions about their activities and tariffs. In this regard, a recent FSB report 
demonstrated the benefits of open data. Smart technology and access to data will be even more critical 
as renewable microgeneration and storage become more commonplace within the distributed network 
and when dynamic pricing (time-of-use tariffs) become, presumably, the norm.

The UK Government had originally set energy suppliers the target of offering all homes and businesses 
a smart meter by the end of 2020. However, Figure 4 (above) shows that almost half of metered 
microbusinesses had yet to be offered a smart meter by their energy provider as of April 2019. It was 
no surprise, therefore, that the Government decided to push this target back to 2024, responding to 
pressure from suppliers who argued that the technology was not ready. Although FSB was disappointed 
with this delay, we did recognise that the pressure to meet this arbitrary deadline was starting to raise 
cost pressures which, ultimately, would be passed on to customers. 

One of the criticisms that FSB has made of policymakers and the energy industry is that not enough has 
been done to provide smaller firms with a picture of what a future smart market would look like, or the 
impact that things like better access to usage data, half-hourly settlement, and dynamic pricing will have 
on their own ways of doing business. Small firms tend to operate in the here and now and, as Table 25 
demonstrates, most are yet to be persuaded of the overall benefits of moving to a more dynamic energy 
market.

Figure 25: Microbusiness views on the potential for half-hourly settlement and time-of-use tariffs (via 
smart and advanced meters)
Source: FSB Energy Market Survey, 2019

15 FSB/Fingleton, Open Energy, Using data to create a smarter, cheaper and fairer energy market (2018), available at: https://www.fsb.
   org.uk/resources-page/open-energy-using-data-to-create-a-smarter--cheaper-and-fairer-energy-market-pdf.html 
16 I would prefer to avoid half-hourly settlement, AGREE 43%, DISAGREE 14%; Automated, half-hourly settlement would/does benefit
   my business, AGREE 10%, DISAGREE 22%, A ‘time-of-use’ tariff would/does benefit my business, AGREE 24%, DISAGREE 32%
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In the near future, electric vehicles will be a significant factor in determining both the volume and profile 
of small business energy use. For many small firms and home owners, it is likely that the biggest battery 
that they own will be the one sitting in their garage, front drive or parking bay. So the potential for 
two-way electricity exchange between homes and businesses and their electric vehicles will have a 
significant impact on their daily energy use profiles, and will be a critical consideration when it comes to 
implementing any behavioural or technological adaptations to avoid peak time costs.

Figure 26: Microbusiness views on their potential to change the way they generate, use and store 
energy in future
Source: FSB Energy Market Survey, 2019
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FSB proposals for Open Energy are based around a set of policy reforms designed to change the terms 
of the energy market in favour of customers and innovators. We recommend that market information be 
made available through machine readable open APIs (i.e. standardised streams of data that approved 
third parties can access and use) which would empower energy customers – and those working on their 
behalf – to make informed decisions based on their meter and contract data.

The concept of ‘Open Energy’ centres around three main reforms which support the “Access, Assess, 
Act” model used by the CMA in their customer choice process:

1. ACCESS to public data - like tariffs - in a standardised, machine-readable, persistently updated format, 
to give a clear view of the supply side of the market.

2. Give domestic and SME customers the ability to provide third parties access to domestic and SME 
usage data, meter and contract information, and other characteristics used to ASSESS how much a 
customer has to pay.

3. Give domestic and SME customers the right to let third parties ACT on their behalf and to move them 
between suppliers.

These reforms will help businesses and domestic customers to access the best possible offers 
available to them in the market, identify what tariffs and pricing offers are best for them using their own 
characteristics, and allow them to either engage with the market themselves, or nominate someone 
else to act on their behalf. This approach would increase switching rates and create opportunities for 
innovative uses of data, demand-management purposes that could increase the proportion of customers 
accessing energy from renewable sources.
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