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APPENDIX: Participant interviews 



 

 

 

Getting to grips with the intricacies embedded in 
energy and water markets can be a daunting task. 
There is a wealth of information online to help you 
keep up-to-date with the latest developments, but 
finding what you are looking for and understanding 
the impact for your business can be tough. That’s 
where Cornwall Insight comes in, providing 
independent and objective expertise. You can ensure 
your business stays ahead of the game by taking 
advantage of our: 

• Publications – Covering the full breadth of the GB 
energy industry our reports and publications will 
help you keep pace with the fast moving, complex 
and multi-faceted markets by collating all the 
“must-know” developments and breaking-down 
complex topics 

• Market research and insight – Providing you with 
comprehensive appraisals of the energy landscape 
helping you track, understand and respond to 
industry developments; effectively budget for 
fluctuating costs and charges; and understand the 
best route to market for your power 

• Training, events and forums – From new starters to 
industry veterans, our training courses will ensure 
your team has the right knowledge and skills to 
support your business growth ambitions 

• Consultancy – Energy market knowledge and 
expertise utilised to provide you with a deep 
insight to help you prove your business strategies 
are viable 

For more information about us and our services 
contact us on enquiries@cornwall-insight.com or 
01603 604400.  

mailto:enquiries@cornwall-insight.com


 

 

 

Contents   

1. Industry participant views on the default tariff price cap 4 

1.1 Introduction 4 

1.2 The price cap – initial views 5 

1.3 The cap’s impacts on innovation 6 

1.4 The regulatory environment, the cap and innovation 6 

1.5 Impacts on participants and customer engagement with the energy market 7 

1.6 Will the cap succeed in its objectives? 8 

 9 

 9 

 9 

 

 

 

Disclaimer 

While Cornwall Insight considers the information and opinions given in this report and all other documentation are sound, all parties must rely upon their own 
skill and judgement when making use of it. Cornwall Insight will not assume any liability to anyone for any loss or damage arising out of the provision of this 
report howsoever caused.  

The report makes use of information gathered from a variety of sources in the public domain and from confidential research that has not been subject to 
independent verification. No representation or warranty is given by Cornwall Insight as to the accuracy or completeness of the information contained in this 
report. 

Cornwall Insight makes no warranties, whether express, implied, or statutory regarding or relating to the contents of this report and specifically disclaims all 
implied warranties, including, but not limited to, the implied warranties of merchantable quality and fitness for a particular purpose. Numbers may not add up due 
to rounding. 



 

 

 

 

1.1 Introduction 

To obtain the views of the wider energy industry as to the implications of the price cap, Cornwall Insight and 
Which? jointly drafted a questionnaire to examine the perceptions of market participants. This questionnaire 
was drafted over the period February 2018 to March 2018 and agreed for use in March 2018. In undertaking 
the interviews, the intention was to obtain responses from as wide a cross-section of the energy sector as 
possible. This was therefore broken down into the following groups: 

• Suppliers (further delineated into small, medium and large suppliers); 

• Network owners and operators (e.g. transmission and distribution assets); 

• Electricity generators; 

• Battery storage providers; 

• Aggregators; 

• Technology providers; 

• Investors; and 

• End user groups. 

Cornwall Insight used contacts from its existing industry forums in the first instance, these being 
supplemented by companies with which Cornwall Insight has a commercial relationship and also contacts 
from Which? In total, a possible sample size of 70 respondents was identified, of which 19 agreed to be 
interviewed for this project1. These interviewees were broken down as follows: 

• 9 suppliers; 

• 2 network owners and operators; 

• 3 electricity generators; 

• 1 battery storage provider; 

• 1 aggregator; 

• 1 technology provider; 

• 2 investors; and 

Interviewees were given the choice to have their comments from the interviews attributed directly to them, to 
have them attributed as a representative of the industry group to which they belong (e.g. “a supplier stated”) 
or to be anonymous. Prior to commencing the interview, respondents were presented with a high-level 
overview of the cap upon request, this being based upon the policy statements from BEIS as follows: 

“The Domestic Gas and Electricity (Tariff Cap) Bill will put in place a requirement on the independent 
regulator, Ofgem, to cap energy tariffs until 2020. It will mean an absolute cap can be set on poor value 
tariffs, protecting the 11 million households in England, Wales and Scotland who are currently on a standard 
variable or other default energy tariff and who are not protected by existing price caps. 

                                                   

 

1 A minimum of 12 interviewees had been agreed as part of Cornwall Insight’s proposal of services.  
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In setting the cap, Ofgem will also take into account the need to create incentives for suppliers to improve 
efficiency, the need to set the cap at a level that enables suppliers to compete effectively for supply 
contracts, the need to maintain incentives for customers to switch and the need to ensure that efficient 
suppliers are able to finance their supply activities. This will make sure the cap reflects the interests of both 
consumers and suppliers. 

It will be in place until 2020 when Ofgem will recommend to government whether it should be extended on 
an annual basis up to 2023. In line with the Committee’s recommendation, the government will ensure Ofgem 
reviews the level the cap is set at every six months while it is in place.” 

The findings of the questionnaire interviews are presented in the following sections.  

 

1.2 The price cap – initial views 

 

Responses to this question were mixed, although a common view among the respondents that disagreed 
with the statement was that the cap was driven more with consumers than suppliers in mind. Some 
respondents also argued that it risked harming customers in the long-run, specifically in terms of the adverse 
effects on innovation and the possibility of cheaper tariffs being removed from the market as a result of the 
cap, and that promoting engagement would be a more appropriate goal. 

Other participants were opposed to the cap on ideological grounds – specifically that it was incompatible 
with a deregulated market and was, in their view, based on political concerns rather than economic ones. 
Several respondents stated that the cap risked distorting the supply market as its impact would depend upon 
each supplier’s cost base and customer base (see main report for more information).  

 

 

Responses here echoed the views expressed in the feedback to Question 1, namely that the political nature 
of the decision-making was an overriding concern. Several of participants stated that little or no regard had 
been given to the wider energy market, and also that it also disregarded the way in which suppliers actually 
make their retail margins.  

For the respondents who stated that the cap had considered the wider market, feedback included that 
competition in the supply space would drive efficiency and encourage innovation.  

 

Question 1 Agree Disagree Other/Depends

According to BEIS, the planned cap “reflects 

the interests of both consumers and 

suppliers”. Do you agree with this 

statement?

2 11 6

Question 2 Yes No No comment

Do you believe that BEIS has given enough 

consideration to the wider market, e.g. 

battery storage, aggregators, etc in 

proposing the cap?

2 11 6
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1.3 The cap’s impacts on innovation 

 

Responses here focused on specific innovations or combinations thereof, notably in terms of smart meters in 
conjunction with Time of Use (ToU) tariffs. The ability to expose customers to the costs of their actions was 
cited as important – this being through the combination of a smart meter and a ToU tariff and enabled 
through half-hourly settlement (HHS).  

The combination of a suite of services through the connected homes offering (the “Other” section above) was 
proposed as a game-changer for energy suppliers. However, some respondents argued that the rate of 
technological innovation was so rapid that the greatest innovation for consumers may not in fact have been 
invented yet. 

A follow up question of which innovation would have the greatest benefit for consumers yielded a view 
that smart meters and ToU tariffs in combination had the most potential, given that one needed the other 
to function effectively. One respondent (small supplier) stated that innovation would not be technical but 
rather in new attitudes to customer service that the price cap would engender through the competitive 
process. 

 

 

Of the respondents interviewed, only one stated that the price cap would help these innovations, 
stating that the cap “had the potential to accelerate” their deployment. Overall, the most common 
view was that the cap would either impede innovation or that it was too soon to say given uncertainty over 
the cap level and structure. The role of the cap, the political nature of the move (see above) and the message 
that it sends to the energy industry as a whole were also cited as issues. 

 

1.4 The regulatory environment, the cap and innovation 

 

The respondents’ view of the current regulatory climate was largely negative as far as the impact on 
innovation was concerned, with the specific issue of the number and complexity of the legislation cited as 
a problem. Participants stated that the unpredictable nature of the regulatory climate was a problem for 
them and risked discouraging investment.  

As a follow up question, interviewees were asked how they saw the price cap in particular impacting on 
innovation. Although most respondents declined to comment (mainly on the grounds that it was too soon to 
say), some of the feedback highlighted the potential for supplier diversification into other markets and other 
products, and the advent of bundled services.  

 

Question 3
Smart 

meters

Time of 

Use (ToU) 

tariffs

Connected 

devices
Storage

Electric 

Vehicles
Other

What do you see as the main technological 

or commercial innovations in the domestic 

supply market?

5 5 1 1 2 5

Question 4 Helping Hindering No impact/Depends

How do you see the price cap affecting the 

progress of these innovations?
1 5 13

Question 5 Helping Hindering Neither Both

Do you believe that the changes to the 

current regulatory and legislative 

frameworks are helping or hindering 

innovation?

2 9 2 6
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On the issue of whether sufficient consideration had been given to innovation in the establishment of the 
cap, the responses were overwhelmingly negative – the view being that this was being driven as a 
political decision. Some respondents argued that the cap would not consider innovation anyway as the two 
were separate issues for the regulator and government. In terms of whether any change could be made to 
the price cap to promote innovation, respondents largely refused to comment pending clarification on the 
design of the cap itself.  

 

1.5 Impacts on participants and customer engagement with the energy market 

 

The view here was that the outcomes would depend on the level of the cap, how individual suppliers 
responded to it, how it was implemented and how it would be reviewed on an ongoing basis. A repeated 
view was whether it was possible to define what an “efficient supplier” was – particularly given that suppliers’ 
costs will reflect their customer base and that costs to serve were not uniform across customer types, e.g. 
standard credit versus direct debit.  

In addition, the view was voiced that the number of suppliers present in the market already meant that 
there was competition and the promotion of innovation and efficiency. There were concerns voiced that a 
focus on efficiency through reducing costs would lead to a deterioration of customer service and ultimately 
harm consumers, and – reiterating the point above – that promoting engagement would be a better outcome. 

 

 

A commonly cited view was that the cap would make customers less engaged rather than more engaged in 
the energy market on the grounds that they would believe that the government was looking after them. Poor 
communication of the existing state of the energy market was also given as another problem, particularly in 
terms of the tariff and supplier options that are out there for consumers.  

The more active customers were seen as a small subset of the total customer base, and these would 
continue to switch regardless of the introduction of the cap. An approach that would yield better outcomes 
for consumers would be to do more to encourage engagement and increase the pool of active customers, it 
was noted by several participants.  

 

Question 6 Yes No No comment

Do you believe that sufficient consideration 

has been given by Ofgem and BEIS as to 

the impact of the price cap on innovation?

0 11 8

Question 7 Agree Disagree Other/Depends

According to BEIS, the cap will consider the 

need to create incentives for suppliers to 

compete effectively and improve efficiency, 

while ensuring that “efficient suppliers” can 

finance their activities. Do you agree with this 

statement and do you think it will be 

possible?

4 6 9

Question 8 Agree Disagree Other/Depends

According to BEIS, the cap will maintain 

incentives for customers to switch? Do you 

agree with this statement?

2 7 10
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Most supplier respondents to the question refused to comment, although those that did were small and 
medium suppliers and referred to the fact that they had a largely engaged customer base, rather than a large 
number of default tariff clients. The non-supplier respondents observed that a supplier’s strategy and 
business model would be the main determinants in terms of possible reactions, e.g. the number and extent of 
default tariff customers and the extent to which the reaction to the cap by suppliers was to focus on customer 
retention or market share.  

 

1.6 Will the cap succeed in its objectives? 

 

The general tone of responses to this question was, “It depends,” although many participants warned of 
possible unintended consequences from the introduction of the cap. A general comment was that the cap 
would achieve the short-term objective of reducing bills for default tariff customers but that the long-term 
consequences could not be seen and may be overlooked in favour of the headline cost reductions. 

From the perspective of innovation, respondents warned of “wider ramifications” from the cap that had not 
been considered by the government. An investor noted that the possibility of the price cap reducing the 
possible rate of return from the energy sector – as well as the uncertainty caused by the six-monthly 
review process – would compromise business confidence. One interviewee commented that the approach 
to innovation at the legislative level was “disjointed” due to the lack of common thinking among the 
government, Ofgem, DNOs, and the different pots of project funding.  

A counterpoint was provided by another interviewee, who stated, “Markets adjust and they adapt. If 
there is an appetite for consumers to engage with energy, then that appetite will remain and will 
need to be met by innovative retailers, regardless of whether the cap is there or not. The cap will 
just set a baseline around which competition and innovation adapt.” 

 

 

 

 

Question 9 Yes No No comment

Do you see the retail price cap as affecting 

the way in which (your) customers engage 

with the energy market?

3 5 11

Question 10 Yes No
No 

comment/Depends

Overall, do you believe that the price cap will 

have what Ofgem and BEIS view as its 

desired consequences, and why?

0 3 16
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