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Presentation overview

1) Market overview: market structure and key players, key differences 
with domestic market

2) Ofgem’s role and regulatory landscape 

3)  CMA investigation – key findings 

4)  Ofgem’s work
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The non-domestic market has several segments: 
no consistent definition across industry

Ofgem’s microbusiness definition: 
• Electricity consumption ≤ 100 MWh; or
• Gas consumption ≤ 293 MWh; or
• Less than 10 full time employees and <€2m 

turnover or balance sheet

CMA’s Relevant Segment (RS):
• Electricity: Profile classes 1 to 4 and 

consumption ≤ 50 MWh per year; 
• Gas: Small supply points only (≤ 73.2 MWh 

per year).

In practice, suppliers generally classify non-domestic customers as microbusinesses 
more broadly than in the statutory definition.
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The non-domestic market is diverse and fragmented:
customers have different characteristics and needs

 It’s made up of many smaller overlapping markets.

 Main divisions are I&C > SME > Microbusiness > Relevant Segment (RS)

 Energy needs vary significantly (eg there are ‘prosumers’, businesses with direct 
connection to the transmission network, large differences in knowledge and incentives 
to engage)

 Strong relationship between size and engagement:

• I&C prefer the freedom to negotiate commercially. They have greater bargaining 
power, they are more attractive to suppliers and brokers as consumption is 
significant and they have greater capacity to understand the market and engage 
with it.  

• Smaller businesses need more help navigating the market and less capacity to 
engage (higher opportunity cost).
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Market structure – greater presence of 
suppliers outside the Largest Six 

Gas customers with annual consumption 
0-73.2MWh*

Gas customers with annual consumption 
>73.2MWh˜

Electricity customers with NHH meters 
(profile classes 3 and 4)*

Electricity customers with NHH meters 
(profile classes 5-8) and HH meters˜

*Shares based on number of meter points
˜Shares based on volume of gas and electricity

Source: State of the Energy Market Report 2017*

https://www.ofgem.gov.uk/system/files/docs/2017/10/state_of_the_market_report_2017_web_1.pdf
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Ofgem’s role: facilitate competition and protect 
consumers

Competition:

 A well-functioning market which delivers competitive outcomes is the best way to protect 

and promote consumers’ interests.

 We empower all consumers to engage in the market:

• Consumers’ different energy needs and preferences to be met by the market.

• Consumers have the tools to navigate the market with ease.

• Consumers are confident because they have access to complaints processes and 

redress should something go wrong.

 We use competition as a way to drive innovation.

 We use principles rather than prescriptive rules where we can, so companies have flexibility 

to innovate while ensuring they think hard about delivering outcomes in consumers’ best 

interest.

Consumer protection:

 We ensure there is adequate consumer protection: Licence conditions, Business Protection 

from Misleading Marketing Regulations 2008 (BPMMRs).
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Regulation of non-domestic market

 We have historically intervened less in the non-domestic market – reliance on contractual law.
 There are fewer prescriptive rules in the market (e.g. there has not been a limit on tariff offerings 

or prescribed communications).
 Focus of our consumer policy work has been on small businesses:

 Microbusinesses can use the Energy Ombudsman for consumer redress against suppliers.
 Standards of Conduct for microbusiness introduced to treat small businesses fairly. 

 There is no duty to supply in the non-domestic market.
 Legally binding contracts can be agreed over the phone and there is no cooling-off period.
 Contract terms are longer – 2-3 years.

 Suppliers can object on more grounds than domestic market (contractual grounds).

There is less regulation in the non-domestic market compared to the domestic market

There are some notable differences in the level of regulation and consumer protections 
between the domestic and non-domestic markets
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TPIs (brokers): significant role in the 
market and limited regulation

Electricity Gas Total

Microbusinesses 30% 37% 31%

Larger businesses 63% 51% 60%

 There are more than 1,300 TPIs in the market.
 TPIs play a significant role – they are a key sales channel, especially for larger business 

customers.
 There is not a formal regulatory framework for TPIs, but we have powers to undertake formal 

compliance actions under the BPMMRs (narrow scope – misleading marketing).

Share of customers contracted through TPIs in the non-domestic market 

Source: Ofgem data 
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Market investigation referral

We had previously found that small business 
consumers face many of the same features as 
domestic consumers (Retail Market Review)

Market investigation reference (2014) – we 
included microbusinesses in the scope of the 

referral to the CMA
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CMA investigation – higher prices for inactive 
customers

c50% of MBs are on a default tariff, smaller businesses are less engaged than average

The least engaged consumers pay much higher tariffs
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p/kWh Adverse Effect on Competition in 
microbusiness market – similar to key 

issue in the domestic market:
Weak customer response, which in 

turn gives suppliers a position of 
unilateral market power over their 

inactive customers

Source: CMA Energy Market Investigation Final Report

https://assets.publishing.service.gov.uk/media/5773de34e5274a0da3000113/final-report-energy-market-investigation.pdf
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Ofgem’s work: focus on implementing CMA’s 
remedies 

Help disengaged consumers engage 
(recommendations)
• Database 
• Microbusiness prompts to engage

 Planned for 2018/19

Make it easier for those who are engaged to 
switch (orders)
• Price Transparency    
• Auto Rollovers

 Remedies implemented; monitoring and 
compliance

CMA remedies: 
 CMA found significant detriment to microbusiness consumers in the form of excessive profits –

more so than in the domestic market. 
 CMA proposed four microbusiness remedies:

Upcoming work:
 Micro and small business consumer survey to be published Summer 2018 
 Wider review of the SME market planned for 2018/19




