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CONSULTATION ON THE FUEL POVERTY STRATEGY FOR ENGLAND 

SEPTEMBER 2019 

1. INTRODUCTION 
1.1. Fair By Design welcomes the government’s invitation to comment on the Fuel 

Poverty Strategy. 
 

1.2. Please note that we consent to public disclosure of this response. 
 

1.3. For more information about this response please contact Martin Coppack, 
m.coppack@barrowcadbury.org.uk Tel: 0207 632 9060. 

 
2. ABOUT FAIR BY DESIGN 

2.1. Fair by Design is a movement dedicated to reshaping essential services, like energy, 
credit and insurance, so they don’t cost more if you’re poor. 
 

2.2. People in poverty pay more for a range of products including energy, through 
standard variable tariffs; credit, through pay day loans; and insurance, through post 
codes considered higher risk. This is known as the Poverty Premium.  
 

2.3. We collaborate with industry, government, and regulators to design out the Poverty 
Premium.  
 

2.4. Our Venture Fund provides capital to help grow new and scalable ventures to 
innovate in the market. 
 

2.5. Fair by Design was conceived by the Joseph Rowntree Foundation and Big Society 
Capital. The Campaign is led by the Barrow Cadbury Trust, and the Venture Fund is 
managed by Ascension Ventures. 
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RESPONSE TO CONSULTATION ON THE FUEL POVERTY STRATEGY FOR ENGLAND 

1. Do you agree with the Government's proposal to update the fuel poverty metric to 
Low Income Low Energy Efficiency? If not, which metric would you prefer and why? 
1.1. We are broadly supportive of the new fuel poverty metric, however, we are keen to 

see defined measures for households that fall outside of this category but who still 
face vulnerable circumstances. 

1.2. For instance, the updated fuel poverty metric would result in 200,000 households in 
Band C properties reclassified as not in fuel poverty. The government will need to 
monitor these households because, as the government recognizes, people in 
relatively efficient homes may still be incurring high costs – as a result of increased 
energy usage because of health needs (age, disability), for example.  

1.3. Furthermore, since by the new measure there will be over 1 million more 
households in fuel poverty than previously recognized, and 3.7 million households 
now reckoned to live in cold, inadequately heated and insulated homes, additional 
investment will very likely be required to ensure current fuel poverty targets are 
met.  

1.4. People on low incomes are also likely to be paying more for their energy because of 
the ‘loyalty penalty’: remaining with a supplier on more expensive Standard 
Variable Tariffs (SVT) after a fixed-term deal ends. 

1.5. Proposals to support low income and vulnerable consumers are discussed in 
responses to questions 19 and 21. 

2. The proposed metric update – LILEE – would necessitate certain updates to the current 
methodology, namely as regards the high costs threshold, but the other aspects of the 
current LIHC methodology would not necessarily need updating. Do you have views or 
evidence on whether Government should update those other aspects of the 
methodology on the introduction of LILEE, including the following:  
a. Household energy requirements calculation, including heating regime  
b. Equivalisation factors, for fuel costs and for income  
c. Income methodology  
d. Fuel prices methodology  

 
3. Do you agree that Government should retain the current target and interim 

milestones?  
3.1. We are supportive of the Committee on Fuel Povety’s recommendation that the 

government should invest an additional £1.0 billion in order to bring it back on track 
to achieve the 2020 milestone, and £1.8bn to achieve the 2025 milestone. 

 
4. Do you have views or evidence on our proposal to add more detail on, and clarify, the 

meaning of the ‘Worst First’ principle, including the considerations raised above?  
4.1. As it will not be possible to improve all F or G rated homes by 2020, measures to 

support low income consumers in the interim are discussed in responses to 
questions 19 and 21. 
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5. Do you have views or evidence on our proposal to add more detail on, and clarify, the 

meaning of the cost-effectiveness principle, including the considerations raised above? 
5.1. There is a tension between the principles of cost-effectiveness and ‘Worst First’ – as 

the households in greatest need of a ‘straight to C’ approach, will need more work 
and support. 

5.2. However, there is an opportunity to consider promoting the wider benefits of 
improved energy efficiency of low income households, such as a reduction in 
pressure on NHS capacity because of improved health.  
 

6. Do you have views or evidence on our proposal to add more detail on, and clarify, the 
meaning of the vulnerability principle and, in particular, on our proposed changes to 
the meaning of the principle?  
6.1. We have chosen not to answer this question. 

 
7. Do you agree with our proposal to create a fourth principle on aligning fuel poverty 

strategy with current and future Government priorities? Do you have views or 
evidence that may be useful in creating this principle?  
7.1. We are supportive of the proposal to align fuel poverty with current and future 

government priorities such as the Clean Growth Strategy. 
7.2. However, there is a need to ensure that the burden of funding for transitioning to 

renewable energy sources, i.e. decarbonisation, is not placed on low income 
groups.1  

7.3. A levy on bills may result in a higher cost burden for low income households who 
already pay a greater percentage of their income on bills2. This cost burden would 
be particularly pernicious for those households spending more on heating an energy 
inefficient home.  

7.4. While improvements in energy efficiency and ongoing drops in the price of 
renewable power will play a major role in reducing the cost of bills over time, it is 
widely accepted that shorter term costs are higher.3 

7.5. And while some UK households are reportedly willing to accept some increase of 
their bills in the meantime (between 9% and 13%) to help finance the future energy 
transition4, this is a privilege not accessible to all households – particularly those 
with little slack in their existing household budgets.  

7.6. All the while, heating improvements require capital investment. This presents 
difficulties for people without the capital, or who do not own their own home. 

7.7. Policies may be introduced to encourage households to switch away from natural 
gas central heating but transition initiatives and schemes need to be designed for 
those households currently unable to afford the low carbon alternative options. 

7.8. We are also supportive of the development of an innovative ‘smart’ energy system 
with flexible energy usage.  

                                                           
1 https://www.theyworkforyou.com/wrans/?id=2019-07-25.912194.h&s=%22low+income%22#g912194.q0 
2 https://www.ofgem.gov.uk/data-portal/energy-spend-percentage-total-household-expenditure-uk  
3 http://www.smf.co.uk/ask-the-expert-how-can-we-ensure-a-just-transition-to-a-low-carbon-economy/  
4 ibid 

https://www.theyworkforyou.com/wrans/?id=2019-07-25.912194.h&s=%22low+income%22#g912194.q0
https://www.ofgem.gov.uk/data-portal/energy-spend-percentage-total-household-expenditure-uk
http://www.smf.co.uk/ask-the-expert-how-can-we-ensure-a-just-transition-to-a-low-carbon-economy/
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7.9. Engagement with smart energy systems could help improve identification of 
vulnerability by firms. 

7.10. Smart meter data could be used to flag when consumers are self-rationing, or 
to identify patterns of disconnections i.e. when people are not simply forgetting to 
top up a prepayment meter. If spotted early, interventions could be made, for 
instance, to discuss affordability of bills. 

7.11. This would be in the spirit of Energy UK’s Safety Net scheme5, which in turn 
can prompt individual remedies such as changes to payment method or 
discretionary prepayment meter credit. 

7.12. Furthermore, we support the principle of identifying combined solutions for 
fuel poverty and the poverty premium.  

7.13. While low income vulnerable households living in A-C rated homes may not 
have inefficiency concerns, vulnerability may still be driving high costs. 

7.14. We are therefore supportive of the government’s proposal to design fuel 
poverty policies with consideration of the specific needs of vulnerable households. 

7.15. With that being said, there is still an opportunity to design solutions for all 
households facing further risk of vulnerable circumstances where they are paying 
more than they need to for their fuel.  

7.16. Consumers in poverty pay hundreds of pounds more annually than the 
average household for their energy. The cheapest fuel tariffs are fixed-term deals 
paid by monthly direct debit, which requires consumers to regularly switch 
providers.  

7.17. We consider not switching to be an example of the poverty premium as 
evidence shows that lower-income households are less likely to switch and higher 
rates of digital exclusion make it more difficult for them to do so. 

7.18. We deem it necessary to consider this poverty premium in relation to the 
issues discussed above. Not only does the poverty premium expose low income 
households to greater fuel costs compared with household in other income deciles, 
they also compound problems faced by those at risk of, or experiencing, fuel 
poverty.  

7.19. Against this, Fair By Design works in pursuit of positive consumer outcomes 
with regulators, corporates and policymakers.  

7.20. We do this by identifying areas of product/service design that perpetuates 
the poverty premium, and how this might be modified in a way that benefits both 
consumer and business long term, as well as wider positive outcomes for consumers 
in vulnerable circumstances.  

7.21. Fair By Design does not do this work alone. We work in partnership with a 
number of additional organisations, including, but not limited to, the following: 

• Toynbee Hall 
• Gingerbread 
• Christians Against Poverty 

 

                                                           
5 https://www.energy-uk.org.uk/our-work/retail/safety-net.html 

https://www.energy-uk.org.uk/our-work/retail/safety-net.html
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8. Would you suggest any other guiding strategic principles? Do you have any other 

views or evidence on the guiding principles?  
8.1. We have chosen not to answer this question. 

 
9. Keeping in mind the strategy’s guiding principles, what policies might be included in a 

policy plan to improve energy efficiency for households in fuel poverty? 
9.1. Recommendation: The government should raise the current cost cap on the 

improvements private landlords are required to complete to raise properties to the 
minimum levels for renting. 

9.2. The cost cap likely limits the extent to which energy efficiency can be improved and 
a second round of improvements would likely be required to bring homes up to 
Band C or above. 

9.3. Low income consumers are more likely to be living in rented accommodation and as 
such, would benefit most from this change. 
 

We have chosen not to answer questions 10-12 
 
13. 13. Keeping in mind the strategy’s guiding principles, what policies might be included 

in a policy plan to improve targeting for households in fuel poverty?  
13.1. As per OFGEM’s Chief Executive’s evidence to the Public Accounts 

Committee, there is, because of data protection reasons, an inability to match a 
specific meter to whether or not someone is on benefits.6 

13.2. Recommendation: We therefore agree with the conclusion that legislation is 
required to facilitate this data sharing. This would ensure the support is targeted at 
those in most need of it. 

13.3. Furthermore, where a consumer is struggling with energy bills, it is likely that 
they will also be struggling in other ways such as credit, debt or simply other 
utilities.  

13.4. However, as per OFGEM’s Chief Executive’s evidence to the Public Accounts 
Committee, there is currently “no legal basis to share evidence from the Priority 
Services Register with [another regulator].” 7 

13.5. The government could therefore facilitate partnership working to tackle 
issues that cut across multiple sectors, building on work such as the Energy 
Networks Association (ENA) & Water UK’s joint working group.  

13.6. Recommendation: The government should support the development of a 
cross-sector sandbox, facilitated in partnership with regulators of essential services 
markets, which could resemble the sandbox set up by the Information 
Commissioners Office (ICO), where data sharing innovations can be tested.8 

13.7. As well as utilities firms, this exercise could be expanded to include financial 
data sharing. 

                                                           
6  http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-
committee/consumer-protection/oral/102359.html 
7 http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-
committee/consumer-protection/oral/102359.html 
8 https://ico.org.uk/about-the-ico/news-and-events/news-and-blogs/2019/03/ico-opens-sandbox-beta-phase-
to-enhance-data-protection-and-support-innovation/ 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/consumer-protection/oral/102359.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/consumer-protection/oral/102359.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/consumer-protection/oral/102359.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/consumer-protection/oral/102359.html
https://ico.org.uk/about-the-ico/news-and-events/news-and-blogs/2019/03/ico-opens-sandbox-beta-phase-to-enhance-data-protection-and-support-innovation/
https://ico.org.uk/about-the-ico/news-and-events/news-and-blogs/2019/03/ico-opens-sandbox-beta-phase-to-enhance-data-protection-and-support-innovation/
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13.8. However, similar to our recommendation in 13.2, legislation may be required 
to enable the sharing of consumers’ financial data with utility firms. 

 
We have chosen not to answer questions 14-18. 
 
19. Keeping in mind the strategy’s guiding principles, what policies might be included in a 

policy plan to decrease the financial burden of energy bills for households in fuel 
poverty? 
19.1. Recommendation: The Government should extend the remit of the Warm 

Home Discount to include all households on a low income, regardless of children or 
disability. This would pick up on the recommendation of ‘standardising’ the WHD by 
the Social Market Foundation. The provision with the Digital Economy Act that 
enables enrolment of consumers on low incomes to be on a safeguard tariff could 
be extended to enrol consumers onto the WHD.9  

 
20. What commitments, whether new or retained from the 2015 strategy, might 

supplement the policy plan in the updated strategy to decrease the financial burden of 
energy bills for households in fuel poverty? 
20.1. We have chosen not to answer this question. 

 
21. Keeping in mind the strategy’s guiding principles, what policies might be included in a 

policy plan to create a fairer energy market for households in fuel poverty? 
21.1. We are supportive of the price cap; however, it is due to end in 2023 and 

OFGEM’s Chief Executive acknowledged that “for vulnerable customers in 
energy…there will need to be some form of fairly significant long-run intervention in 
the sector, which might involve a price cap.”10  

21.2. Recommendation: The reinstatement of social tariffs, which would pick up 
on Energy UK’s recommendation.11 Social tariffs could complement – or replace – 
the Warm Home Discount, supporting particular groups of financially vulnerable 
consumers with their energy costs.  

21.3. Additionally, as cited in response to question 1, the biggest contributor to the 
poverty premium is the ‘loyalty penalty’ in energy – where longstanding customers 
are not on the best value fuel tariff. The average of Poverty Premiums paid by low 
income consumers is £490 a year, of which energy bills contribute £233.12 

21.4. Not switching to the best fuel tariff is often due to being time poor or feeling 
less confident navigating complex markets – which can be linked to vulnerabilities 
such as poor mental health.  

21.5. However, as Andrew Tyrie recognized, in his speech ‘Is competition enough’ 
at the Social Market Foundation, all consumers, regardless of income, can be time-
poor, and therefore vulnerable to paying more.13 

                                                           
9 http://www.smf.co.uk/wp-content/uploads/2018/04/Eliminating-the-poverty-premium-in-energy.pdf 
10 http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-
committee/consumer-protection/oral/102359.html 
11 https://www.energy-uk.org.uk/publication.html?task=file.download&id=7140 p7 
12 http://www.bristol.ac.uk/media-library/sites/geography/pfrc/pfrc1615-poverty-premium-report.pdf 
13 http://www.smf.co.uk/andrew-tyrie-keynote/ 

http://www.smf.co.uk/wp-content/uploads/2018/04/Eliminating-the-poverty-premium-in-energy.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/consumer-protection/oral/102359.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/consumer-protection/oral/102359.html
https://www.energy-uk.org.uk/publication.html?task=file.download&id=7140
http://www.bristol.ac.uk/media-library/sites/geography/pfrc/pfrc1615-poverty-premium-report.pdf
http://www.smf.co.uk/andrew-tyrie-keynote/
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21.6. Recommendation: The government could require OFGEM to provide rules 
for firms on enabling auto-switching, in line with the best available price and value. 
OFGEM’s Chief Executive acknowledged that “people who are seen as vulnerable, 
elderly or with some issue in accessing the market will need a form of switching 
service. Probably some long-run intervention will be needed.”14  

22. What commitments, whether new or retained from the 2015 strategy, might 
supplement the policy plan in the updated strategy to create a fairer energy market 
for households in fuel poverty? 
22.1. The government committed to making the WHD simpler and more accessible, 

particularly for low income families15. Removing the obligation threshold, so that 
more energy suppliers are required to deliver the WHD has the dual purpose of 
widening access, and removing a key barrier to switching for low income and 
vulnerable consumers. 

22.2. Given that the smart meter deadline from the 2015 strategy 16 has now been 
pushed back to 2024, there should be a concerted effort to ensure low income 
households have access, where possible, to a smart meter. Access to real-time 
information regarding their energy spend will help with budgeting and financial 
control. However, as highlighted in the 2015 strategy, ‘smart data’ can potentially 
be used to alert firms to consumers’ self-rationing or self-disconnections. 

22.3. In 2015, the government committed to continuing to look for opportunities 
to extend the use of data matching wherever practical and appropriate.17 A possible 
way of doing this is ensuring the wider use of, and cheaper access to, thermal 
imaging cameras/smart thermostats that can identify and control energy use, for 
efficiency and money saving purposes.  

22.4. Examples of existing innovations that could be utilised include ‘Eon’s Smart 
Thermostat’, whose primary use is for room-by-room efficiency, but similarly could 
record unusual trends in use – that could possibly indicate vulnerability. 

22.5. Recommendation: Government should consider providing firms, large and 
small, access to the latest thermal efficiency technology data18, so that they can use 
the satellites to derive information about thermal efficiency, allowing decision-
makers to pinpoint areas across the country where a large number of properties are 
losing heat. 
 
 

We have chosen not to answer questions 23-26. 

                                                           
14 http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-
committee/consumer-protection/oral/102359.html 
15https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/408644
/cutting_the_cost_of_keeping_warm.pdf 
16 Ibid 5.101. 
17 Ibid, 6.21. 
18 https://www.eonenergy.com/blog/2018/October/satellite-images-technology 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/consumer-protection/oral/102359.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/consumer-protection/oral/102359.html
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/408644/cutting_the_cost_of_keeping_warm.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/408644/cutting_the_cost_of_keeping_warm.pdf
https://www.eonenergy.com/blog/2018/October/satellite-images-technology

