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Beyond economic regulation: 
re-ǊŜƎǳƭŀǘƛƴƎ ǘƻ ǘŀŎƪƭŜ ΨǳƴŦŀƛǊΩ ǇǊƛŎƛƴƎ 
and tariff complexity?

Michael Harker
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Equity and justice: the trade-offs

ÅWinners and losers ςencourage consumers to switch or protect those 
ǘƘŀǘ ŘƻƴΩǘ

Å5ƛǎǘǊƛōǳǘƛƻƴŀƭ ŎƻƴŎŜǊƴǎ ǿƘŜǊŜ ŎƻƴǎǳƳŜǊǎ ǿƘƻ ŘƻƴΩǘ ǎǿƛǘŎƘ are more 
ƭƛƪŜƭȅ ǘƻ ōŜ ΨŘƛǎŀŘǾŀƴǘŀƎŜŘΩ



Trends in prices and public opinion

Price controls 
lifted

ΧŜƴŜǊƎȅ ŎƻƳǇŀƴƛŜǎ ΨǘǊŜŀǘ ǇŜƻǇƭŜ 
ǿƛǘƘ ŎƻƴǘŜƳǇǘΩ рс҈ΦΦΦ

ΧǎǳǇǇƭƛŜǊǎ ΨƳŀȄƛƳƛǎŜ ǇǊƻŦƛǘǎ ŀǘ ǘƘŜ 
ŜȄǇŜƴǎŜ ƻŦ ŎǳǎǘƻƳŜǊǎΩ уо҈
ΧΩǇǊƛŎŜǎ ƻƴƭȅ ǎŜŜƳ ǘƻ Ǝƻ ǳǇ ŀƴŘ 

ƴŜǾŜǊ ŘƻǿƴΩ ут҈
YouGovςOct 2013

Source: CMA/ONS (2016): 124



Timeline



Intervene or not to intervene: the trade-off

[ƻǎŜǊǎ όΨǎǘƛŎƪȅ 
ŎƻƴǎǳƳŜǊǎΩύ

Winners (active 
switchers)

Empowerment / engagement in 
market

Consumer protection / price 
caps

89% are aware it is possible to 
switch supplier, 76% are aware 
it is possible to change tariff

44% have never switched 
supplier and never switched 

tariff with their existing 
supplier

ΨƭŜǎǎ ƭƛƪŜƭȅ ǘƻ ƘŀǾŜ ǎǿƛǘŎƘŜŘ ǎǳǇǇƭƛŜǊ ƛƴ 
ǘƘŜ ƭŀǎǘ ǘƘǊŜŜ ȅŜŀǊǎΩΥ ƘƻǳǎŜƘƻƭŘ 

incomes under £18,000 a year; living in 
rented social housing; without 
qualifications; aged 65+; with a 

disability 



Av SVT v best deals of Big Six
68%

Source: CMA (2016): 25

proportion of those on the SVT 
is higher among those who: 

live in social (83%) and private 
rented housing (76%); have no 

qualifications (73%); have 
household incomes below 

£18,000 (75%); and are 
disabled (74%). 



CMA energy inquiry: the governance 
and regulatory framework and sub-
optimal policy interventions



The consequences of the non-discrimination 
clause (2009-12)

Demand side

ÅFalling consumer engagement

ÅLess incentives to search and 
switch

ÅSwitching rates halved between 
2008 and 2013

Supply side

ÅSoftening of competition ςfirms 
retreat to their incumbent 
markets / less aggressive in out-
of-area markets (Waddams and 
Zhu, 2013)



The effect on switching rates



/a! ŦƛƴŘƛƴƎ ƻƴ ΨǎƛƳǇƭŜǊ ŎƘƻƛŎŜǎΩ

Demand side

ÅEffectiveness? ς16 dual fuel 
permutations, with 30 suppliers, 
c.500 permissible tariffs

ÅMost customers will need to use 
an intermediary

ÅΨ!ŎǘƛǾŜΩ ŎƻƴǎǳƳŜǊǎ ǿƻǊǎŜ-off as 
ŦŜǿŜǊ ΨǘŜŀǎŜǊΩ ǊŀǘŜǎ ŀǊŜ ƻŦŦŜǊŜŘ 

Supply side
ÅReduction in choice and 

innovation (eg. low consumption 
and green tariffs)

ÅReduction of competition 
between PCWs

ÅDampened price competition ς
more costly to offer discounts 
(which had to be offered to both 
new and existing customers)



Ψ5ȅǎŦǳƴŎǘƛƻƴŀƭΩ ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ 
government and regulator
ÅEvidence of undermining regulatory independence

ÅNo formal transparent processes to discuss policy choices, trade-offs 
and disagreements

ÅGovlevers to influence Ofgem threats to legislate and back-stop 
powers

ÅΨ²Ŝ ŎƻƴǎƛŘŜǊ ǘƘŀǘ ǘƘŜ ǳǎŜ ƻŦ ǎǳŎƘ ŀƴ informal approachςif it 
encourages Ofgem to implement changes that it would not pursue in 
the absence of such pressure ςis likely to harm transparency and the 
independence of regulation, undermine trust and transparency and 
ǳƭǘƛƳŀǘŜƭȅ ƭŜŀŘ ǘƻ ƛƴŜŦŦƛŎƛŜƴǘ ŘŜŎƛǎƛƻƴ ƳŀƪƛƴƎΦΩ ώмуΦпнϐ

{ƛƳǇƭŜ ǘŀǊƛŦŦǎΥ ΨǿŜ Řƻ ƴƻǘ ŎǳǊǊŜƴǘƭȅ ǎŜŜ ŀ 
need to use the powers immediately, but will 
ōŜ ǊŜŀŘȅ ǘƻ Řƻ ǎƻ ǎƘƻǳƭŘ hŦƎŜƳΩǎ ǇǊƻǇƻǎŜŘ 
ǊŜŦƻǊƳǎ ōŜ ǳƴŘǳƭȅ ŘŜƭŀȅŜŘ ƻǊ ŦǊǳǎǘǊŀǘŜŘΩ 

(DECC, 2013)

b5/Υ Ψ¢ƘŜ DƻǾŜǊƴƳŜƴǘ Ƙŀǎ ŎƻƴǎƛǎǘŜƴǘƭȅ ǎǘŀǘŜŘ 
ƛǘǎ ƛƴǘŜƴǘƛƻƴ ǘƻ ŀŎǘΧ ǎƘƻǳƭŘ hŦƎŜƳΩǎ ŀŎǘƛƻƴ ƴƻǘ 

achieve the necessary changes in the near 
ŦǳǘǳǊŜΩ όaŀǊŎƘ нллфύ
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Evolution of the general statutory duties
General duties of the regulator in respect of Gas (1986 - present).


