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Who we are
Scotland’s Citizens Advice Network empowers people in every corner of Scotland through our local
bureaux and national services by providing free, confidential, and independent advice. We use people’s
real-life experiences to influence policy and drive positive change. We are on the side of people in
Scotland who need help, and we change lives for the better.
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Executive summary
YouGov undertook field research in September of 2020, contacting 1,062 SME decision makers across the
Great Britain online and asking questions on the following subjects:

>

Experience of the regulated energy market

>

Switching

>

Energy efficiency and decarbonisation

>

The effects of COVID-19

Key Findings
>

The results indicated that SMEs are generally confident of their ability to navigate the energy
market and secure a good deal for their business, however;

>

Nearly one in three were concerned about energy prices rising.

>

This is doubled in the hospitality and leisure industries, nearly two out of three respondents from
which were concerned about prices rising.

>

Across sectors, the rate of fuel debt is low, and satisfaction is high.

>

Businesses were likely to indicate that they would like to have greater choice of tariffs and more
flexibility in their contracts.

>

Larger SMEs, SMEs with higher turnover, and those who had been established for longer were more
likely to have taken action to reduce their carbon footprint.

>

SMEs who had not taken any kind of action cited lack of knowledge, lack of funds, and lack of
interest as the biggest barriers to engagement with the decarbonisation agenda.

>

Scottish SMEs in the sample were more likely to express a need for support to get started on
decarbonisation.

>

Most respondents had not seen much difference in their energy consumption as a result of
COVID-19, and those who had were likely to have decreased consumption.

>

Satisfaction with suppliers is high, and most businesses reported no change or a positive change in
their relationship with their supplier during the pandemic.

>

Larger, wealthier, and more established businesses were more likely to have been offered support
by their supplier.

>

Scottish businesses were more likely to have applied for government support during COVID-19 that
those from any other UK nation.
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Executive summary

Based on the key findings, we make the following recommendations:
>

Regulators should conduct more research to interrogate low rates of switching

>

A targeted, collaborative campaign to help SMEs understand their contribution to meeting
Scotland’s climate targets, and where to access advice, support, and funding could increase
confidence and encourage early action on decarbonisation

>

Targeting advice and funding by business size, age, and turnover as well as sector is more likely
to reach SMEs who need it most

>

More research into the ongoing effects of the pandemic on SMEs would be informative for
policy makers and regulators, as this is likely to affect SME attitudes towards the energy
market and decarbonisation
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Introduction
Small and Medium-sized Enterprises (SMEs) are the lifeblood of Scotland’s
economy. What options do they have in the energy market?
As of June 2020, there were 354,125 SMEs operating in Scotland, employing an estimated 60% of the
Scottish workforce1. This follows a steady rise in the number of SMEs operating in Scotland since 2011.
SMEs are a keystone of the economy, who collectively make up 99.3% of private sector firms in Scotland
and employ the majority of the workforce2. The industrial and commercial sectors account for three fifths
of Scotland’s annual electricity and heat consumption3. In the UK, SMEs contribute up to 53% of the UK
“environmental impact”, including Greenhouse Gas emissions4.
The COVID-19 pandemic has been devastating to SMEs, and policy attention has been centred on helping
SMEs to maintain their staff, avoid bankruptcy, and mitigate cash flow problems5. This has undoubtedly
been the correct policy approach in the short term, however the economic shock of the pandemic will
certainly make it more difficult for SMEs to invest in decarbonisation, despite start up loans and cash back
incentives on offer from the Scottish Government.
New Brexit related trade restrictions, and the impact of COVID-19 on international trade means the
future of the export market is uncertain, and SMEs may be unwilling or unable to make large scale
investments in retrofit or heating systems. Additionally, the cost of electricity is rising, making adopting
electric heating like air source heat pumps less attractive as SMEs struggle to preserve cash flow6.
Altogether, changes in the domestic and international market, combined with pressure to meet
decarbonisation targets, and the impact of COVID-19 leave SMEs in a precarious position.
SMEs are key in the transition to net zero and consume huge amounts of energy, yet their role in the
decarbonisation agenda is rarely discussed in public forums, and little information exists about their
experience of the energy market.
This paper is meant to provide a baseline for the SME engagement with the decarbonisation agenda and
energy market, on which future research and engagement can be built.

1
Fraser of Allander (2020); Research Report. “The Impact of COVID-19 on Scottish small and medium sized enterprises: SMEs prognosis
and policy prescription”
2
Ibid.
3
Scottish Government Energy Statistics Hub.
4
Policy Brief: Financing small and medium enterprises to support a just transition to net-zero emissions in the UK. July 2020. London
School of Economics.
5
Fraser of Allander (2020); Research Report. “The Impact of COVID-19 on Scottish small and medium sized enterprises: SMEs prognosis
and policy prescription”
6
UK Government. 2020. Table. Prices of fuels purchased by non-domestic consumers in the United Kingdom excluding/including CCLr
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Experience of the Energy Market
The wide range of types of SMEs mean that SMEs in different sectors will have significantly varied energy
needs and so it is difficult to generalise about the experience of SMEs as business energy consumers,
compared to the experiences of domestic energy consumers. However, research from Citizens Advice in
2014 suggested that.
“Small businesses often have the same problems and concerns in regulated markets as domestic
consumers, and operate at similar levels of market engagement and understanding. They are not
necessarily better equipped to take forward a complaint when things go wrong and can enjoy fewer
protections and less access to third-party redress than domestic consumers.”7
The cost of electricity for non-domestic consumers is increasing, which could be a contributing factor
to, as Ofgem’s observed, micro and small businesses “becoming increasingly engaged in the energy
market.”8 9 This may be because greater engagement is likely to lead to a better understanding of the
market, and securing a better deal.
SME perceptions of high energy bills may be due in part to differences between domestic and business
contracts. Research into the energy market in 2016 by the CMA showed that EBIT (earnings before
interest and taxes) margins from retail sales to SMEs (including microbusinesses) were on average
8% over the period – significantly higher than those on sales to domestic customers or industrial and
commercial (I&C) customers10.

Research Findings
Overall, respondents were content with their energy supply contract11. Just under half (45%) of
respondents were confident that their business was getting a good deal. A quarter of businesses felt that
the question was not applicable to their circumstances because they worked from home or shared a
space, and 15% were not confident they had secured a good deal. The breakdown was almost identical
when SMEs were asked if they were happy with how their energy deal had been sold to them, with 45%
satisfied, 25% feeling the question was not applicable, and 9% not satisfied. Just over a quarter (28%)
of SMEs agreed with the statement “SMEs are generally treated fairly by energy suppliers,” with 25%
disagreeing. Almost a third (29%) agreed that there was a good range of tariffs and services available,
with 17% disagreeing.
10% of SME respondents had fuel debt, with 2% having unmanageable amounts of debt. In contrast, the
summer of 2019 saw some of the highest domestic rates of fuel debt (UK wide) since 2015.

Citizens Advice (2014); Research Report. “The experiences of small businesses as consumers in regulated markets
UK Government (2020). Table. . Prices of fuels purchased by non-domestic consumers in the United Kingdom excluding/including CCLr
9
Ofgem (2018). Research Report. “Micro and small business engagement survey”.
10
Competition and Markets Authority (2016); Energy market investigation – final report
11
Energy supply meaning supply of electricity and heat
7
8
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Experience of the Energy Market

Just under a third (29%) of SME decision makers were worried about the possibility of their energy costs
rising. Hospitality and leisure businesses were twice as worried as other SMEs about costs increasing
(Table 1), which is not surprising considering the ongoing impact of the COVID-19 pandemic on their
sector.

How worried, if it all, are you about the possibility of your
business' energy costs increasing?
Hospitality and Leisure

All other industries

0%

10%

Very worried

20%

30%

Fairly worried

40%

50%

Not very worried

60%

70%

80%

90%

100%

Not at all worried

Table 1: Concern about rising energy costs
Respondents were asked what changes to the energy market would help SMEs. The most popular
choices (respondents could pick as many as were applicable) were greater choice in tariffs (29%),
better value for money (through sign up deals, packages, etc.) (27%), flexibility to change the length of
contract (26%), increased ability to break or leave a contract early (26%), and easier switching or transfer
processes between suppliers (25%)12.
12
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32% of respondents selected “don’t know” for this question.
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Switching
In its annual Micro and Small Business Engagement Survey 2018, Ofgem found that two thirds (68%) of
micro and small businesses had engaged in the energy market in the past 12 months, a small increase
from 2017 (66%). Nearly half (47%) had switched (either supplier – 24% or tariff – 23%) and a further one
in five (21%) compared tariffs or attempted to switch but were unable to do so (e.g. because they were
under contract with their existing supplier).13 It also suggested that micro and small businesses that have
not switched suppliers are more likely to be apprehensive about the switching process, which may further
discourage them from switching.
Business switching is often done through Third Party Intermediaries (TPIs). Websites that facilitate
switching supplier or tariffs, energy brokers, and energy efficiency advice providers who interact with
energy consumers are all classified by Ofgem as TPIs. Often, TPIs will charge a fee for their services,
or else earn commission from the suppliers they switch Clients to. TPIs are not suppliers and are not
ultimately responsible for the supply of energy.
TPI business grew markedly between 2011 and 2013, and research commissioned by Citizens Advice in
2019 showed that TPIs were responsible for the negotiation of just under a third of contracts in the SME
energy market14. This growth is attributed in part to rising energy prices, and Ofgem began work in 2013
to implement a Code of Practice for this unregulated part of the energy sector. The CMA also expressed
an interest in 2015 in examining the role and regulation of TPIs and the microbusiness energy market
more generally15. Ofgem’s work on how to best regulate TPIs remains ongoing16.

Research Findings
A quarter (27%) of businesses with specific premises had switched energy providers in the last three
years. Of those who had switched, 53% switched through a TPI and 41% switched directly to another
energy supplier. Most (84%) were satisfied with the process, with only 11% being unsatisfied. Of those
who hadn’t switched, for most it was because they were satisfied with their current deal (37%) or
because switching energy contracts was not a priority (24%).

Ofgem (2018). Research Report. “Micro and small business engagement survey.”
Citizens Advice (2019); Research Report. “The role of Third Party Intermediaries (TPIs) in the GB SME and microbusiness energy supply
sector”.
15
Competition and Markets Authority. (2015). Energy market investigation (Updated issues statement) (https://assets.publishing.service.
gov.uk/media/54e378a3ed915d0cf7000001/Updated_Issues_Statment.pdf
16
Ofgem. (n,d,) Third Party Intermediaries (TPI) Programme
13
14
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Switching

Impact of TPIs
Those who switched with a TPI were marginally more confident that their business was getting a good
deal (Table 2, Appendix A).
TPI users were also slightly more satisfied with communication from their suppliers and price, although
satisfaction is generally high (Table 3) (Table 4, Appendix A).
There was no difference in levels of satisfaction in the switching process for SMEs that used TPIs vs those
who did not (Table 5, Appendix A).

Satisfaction with Price
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Not Switched
Very satisfied

Switched (other)
Fairly satisfied

Not very satisfied

Switched with TPI
Not at all satisfied

Table 2: Satisfaction with Price among SMEs who have switched suppliers
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Experience of energy efficiency,
decarbonisation and net zero
It is widely accepted that domestic and non-domestic buildings must improve their energy efficiency
and move towards low carbon sources of energy for Scotland and the UK to meet their statutory net zero
targets. Encouragingly, research carried out by the Carbon Trust in 2019 showed that 80% of SMEs in the
UK are already acting to improve energy efficiency, and 51% want to do more in this area.
Given the financial investment that is often involved in installing energy efficiency and low carbon
measures, it is inevitable that SMEs will need considerable reassurance and support from the UK and
Scottish Governments on their journey.
In recent years, various financial initiatives have been set established by government to provide
assistance for SMEs seeking to install energy saving measures. In Scotland, this includes the SME Loan
Fund, which provides interest-free loans of up to £100,000 for renewable or energy efficiency projects.17
In 2019, the UK Government consulted on introducing a new energy efficiency scheme focused on
smaller businesses, however inconclusive evidence has led them to commission further research before
deciding on a future scheme. Following the recommendations of the Committee on Climate Change, the
UK Government is also considering the future of heat in terms of the electrification of heat and the use
hydrogen gas, which will have a monumental impact on businesses either way18. Again, this uncertain
landscape makes it understandable that businesses may not yet be sure about which technologies to
invest in.

Research Findings
Almost half (48%) of SMEs have taken at least one action towards decarbonising their business. The
most common actions were no regrets, such as installing energy efficient lighting (39%) and increasing
the energy efficiency of premises (21%). Respondents were able to select more than one action. A small
percentage (5%) have created a corporate decarbonisation plan and/or installed low carbon heating (6%).
Of micro, small, and medium businesses, medium businesses were the most likely to have implemented
decarbonisation measures (Table 6).
Businesses with higher turnovers were also more likely to have taken action (Table 7, Appendix A).
Similarly, business that have existed for longer were more likely than newer businesses to have done so
(Table 8, Appendix A).

17
18

Zero Waste Scotland
Committee on Climate Change (2020) Sixth Carbon Budget.
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Experience of energy efficiency, decarbonisation and net zero

Steps taken to decarbonise
Medium (50-249 employees)

Small (10-49 Employees)

Microbusiness (less than 10 employees)
0%

10%

20%

30%

40%

50%

60%

70%

80%

90% 100%

Created a corporate decarbonisation plan
Increased the energy efficiency of its premises (e.g. through insulation, etc)
Installed low carbon heating (e.g. through heat pumps)
Installed low energy lighting
Not applicable - my business hasn't taken any steps in particular as part of decarbonisation
Other - please specify

Table 3: Decarbonisation measures by business size
There was significant variation by business type. Media companies were the least likely to have taken
action (1 in 3 had [28%]) while Hospitality & Leisure and Medical & Health services were the most likely to
have (2 in 3 had [63%; 62%]) (Table 9, Appendix A).
Scottish businesses were slightly less likely to have introduced decarbonisation measures than businesses
elsewhere in the UK (Table 10). This is likely to be partially due to Scottish businesses in the sample having
a smaller turnover than business from other parts of the UK.

Actions taken to Decarbonise
100%
80%
60%
40%
20%
0%

Rest of GB

Scotland

Other - please specify
Not applicable - my business hasn't taken any steps in particular as part of decarbonisation
Installed low energy lighting
Installed low carbon heating (e.g. through heat pumps)
Increased the energy efficiency of its premises (e.g. through insulation, etc)
Created a corporate decarbonisation plan

Table 4: Decarbonisation measures - Scotland vs. rest of UK
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Experience of energy efficiency, decarbonisation and net zero

Why haven’t business acted to decarbonise?
Most businesses who had not taken any action had not done so because they felt it was not relevant to
their business (40%), it was unaffordable (16%), or because they had a general lack of knowledge on the
subject (16%) (respondents could select as many answers were applicable).
Some (14%) cited a general lack of interest in decarbonisation.
Smaller business were more likely to feel that decarbonisation was not relevant to their business, while
medium and larger businesses were more likely to lack knowledge or interest, or be unsure about making
the investment (Table 11, Appendix A).
Businesses with higher turnover or that have been established for longer are more likely to see
decarbonisation as relevant to them (Tables 13 and 14, Appendix A).
Scottish businesses were slightly more likely to express a need for information or support to get started
on decarbonisation than businesses in the rest of the UK (Table 15).
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Experience of energy efficiency, decarbonisation and net zero
Reasons for not decarbonising
Other

Finance and Accounting

Real Estate

Transportation and Distribution

Education

Medical&Health Services

Media/Marketing/advertising/PR & Sales

IT & Telecoms

Legal

Hospitality and Leisure

Retail

Construction

Manufacturing
0%

10%

20%

30%

40%

50%

60%

70%

80%

Lack of Govt. Guidance on what to do
Lack of interest in decarbonisation
Lack of knowledge of the issue generally
Lack of relevance to the business
Not wanting to invest capital into something that may be superseded quickly
Other, please specify
Unaffordable for my business
We would require help/advice/information to get started

Table 5: Reasons for not decarbonising by business sector
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90%

100%

Experience of energy efficiency, decarbonisation and net zero

Reasons for not decarbonising

Scotland

Rest of GB

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

Lack of Govt. Guidance on what to do
Lack of interest in decarbonisation
Lack of knowledge of the issue generally
Lack of relevance to the business
Not wanting to invest capital into something that may be superseded quickly
Other, please specify
Unaffordable for my business
We would require help/advice/information to get started
N/A

Table 6: Reasons for not decarbonising - Scotland vs. GB
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100%

Impact of COVID-19 on SME
energy experiences
The COVID-19 pandemic has hit businesses hard in many ways. The ongoing risk of further local
lockdowns leave many in a state of limbo and uncertain of the future.
The Federation of Small Businesses found in recent research that:
“the introduction of lockdown measures for non-essential businesses...has led to the temporary
closure of half of small businesses in Scotland and a substantial impact on cashflow for almost all
firms.”19
Even more concerningly, the report also found that over a third of SMEs who have closed as a result of
COVID-19 do not know if they will be able to reopen.
Research into the impact of COVID-19 on the economy and businesses is understandably of great public,
political and economic interest. Recent research indicates that global findings are similar: “as many as
half of all small firms have temporarily ceased trading since the lockdown and as many as 60% of SMEs
are at risk of running out of their cash reserves.”20 The Fraser of Allander Institute has suggested that
during a crisis, businesses tend to look at cost minimisation strategies, rather than increasing revenue,
until the future becomes clearer 21.

FSB (2020); Research Report. “Finding Our Feet”.
Fraser of Allander (2020); Research Report. “The Impact of COVID-19 on Scottish small and medium sized enterprises: SMEs prognosis
and policy prescription”
21
Ibid.
19

20
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Impact of COVID-19 on SME energy experiences

Research Findings:
The majority of businesses (53%) have been negatively affected by the COVID-19 pandemic. Just under
1 in 5 (17%) have seen a positive impact. There is little variation in this finding when businesses are
examined by age, business size, or turnover, but there is significant variation by sector (Table 16).
Scottish businesses in the sample were more likely to be negatively affected by COVID-19, but this was
likely exacerbated by a higher number of businesses in the hospitality & leisure industries within the
Scottish sample (Table 17, Appendix A).

How has COVID-19 affected your business?
Other
Finance and Accounting
Real Estate
Transportation and Distribution
Education
Medical&Health Services
Media/Marketing/advertising/PR & Sales
IT & Telecoms
Legal
Hospitality and Leisure
Retail
Construction
Manufacturing
0%
Very positively

10%

Fairly positively

20%

30%

40%

Fairly negatively

50%

60%

Very negatively

70%

80%

90%

100%

No Difference

Table 7: Effects of COVID-19 on business by sector
For most businesses, COVID-19 has had little to no effect on energy consumption. Where it has, it has had
a positive effect (Table 18, Appendix A).
The impact (positive or negative) that COVID-19 has had on the SME’s relationship with their energy
supplier varies by sector.
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Impact of COVID-19 on SME energy experiences

Construction and transportation businesses were most likely to see a change, with most seeing a positive
change (Table 19, Appendix A). There was also some variation by business age. Younger businesses were
more likely to have had a positive change, and less likely to report no change in their relationship with
their supplier (Table 20, Appendix A).
The majority of SMEs in all industries do not report being offered support by their supplier. However, due
to the low levels of debt and minimal impact on energy consumption, this is not surprising. Businesses
with high turnover were more likely to have been offered support (Table 21, Appendix A).
Scottish businesses were less likely to have been offered support by their supplier, but this may be
because Scottish businesses included in the sample had lower turnovers than SMEs in the rest of the UK
(Table 22, Appendix A). Smaller businesses were less likely to have taken action such as applying for a
government support scheme, or contacted their supplier or TPI in response to the pandemic. SMEs in the
hospitality and leisure sector were the most likely to have applied for support. Scottish businesses were
slightly more likely to have applied for support schemes, but slightly less likely to have contacted their
supplier or TPI for advice and/or support (Table 23).

Actions taken due to COVID-19
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Rest of GB

Scotland

Other, please specify
Not applicable - my business hasn't taken any actions in particulat about its energy supply since the coronavirus pandemic began in the UK

Contacted the Third-Party Intermediary (TPI) who arranged the contract to negotiate an aspect of the contract
Contacted the Third-Party Intermediary (TPI) who arranged the contract for advice
Contacted our supplier to negotiate an aspect of our contract (e.g. reduction in cost or for a payment holiday
etc.)
Contacted our supplier for advice
Contacted a non-supplier organisation for advice (e.g. Citizens Advice etc.)

Table 8: Actions taken due to COVID-19: Rest of GB and Scotland
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Conclusions
Overall, SMEs are satisfied with their energy suppliers and are confident that they are getting a good
deal. 90% of respondents had no fuel debt, and two thirds were not worried about energy prices rising,
suggesting that current energy prices are affordable for most SMEs. Respondents from the hospitality
and leisure industries were twice as likely to be worried about energy prices rising, which is not surprising
as hospitality was hit especially hard by the pandemic and will need extra support when business is able
to resume safely. Most businesses have not consumed more energy whilst closed due to COVID-19, and
some are consuming less.
Switching rates are low, but respondents did indicate that more flexible contracts and tariffs would
be useful. Businesses who use TPIs did not have a higher switching rate and had comparable rates
of satisfaction with their energy deal, price of energy, and customer satisfaction. This suggests that
businesses may use TPIs out of convenience, but not because they are convinced it is the best way to get
a good deal. We would encourage regulators to conduct more research into the way SMEs view TPIs as
this could be very informative about the relationship SMEs have with switching.
Businesses who have higher turnover or are more mature are more likely to have acted on
decarbonisation. As most SMEs who had not acted on decarbonisation cited lack of funds, lack of
knowledge, or lack of interest as the main reasons they hadn’t engaged, it is clear that small and growing
businesses will need more guidance and support to meet decarbonisation targets. This is especially true
of SMEs in Scotland, who were more likely to request support to get started on decarbonisation, and
who will be expected to meet climate targets more quickly than SMEs in other parts of the UK. Many
SMEs who had not acted felt that decarbonisation was not relevant to their sector. Better information,
education, and guidance must be made available to key sectors such as construction and transportation,
who are instrumental in delivering decarbonisation targets in a range of other areas, including housing
and infrastructure. Transportation (excluding international aviation and shipping) was the largest net
contributor to greenhouse gas emissions in the most recently available data, meaning it is a keystone
industry in meeting net-zero22.
Older businesses with higher turnover were more likely to see the relevance of decarbonisation for their
business, suggesting that newer or struggling businesses may not see decarbonisation as a priority, or
may lack understanding about how their industry may contribute to climate change. In recent years
there has rightfully been a focus on educating and engaging individual consumers and households
about their contribution towards climate change, what behaviour changes could be done to mitigate
these effects, and what policy priorities and support are needed for citizens to buy into Scotland’s green
transition. These results suggest that SME decision makers could benefit from similar engagement and
collaboration.

22

Scottish Government. Scottish Government.. Greenhouse gas emissions 2018: Estimates
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Conclusions

Medium-sized businesses, businesses with higher turnover and older businesses were also more likely to
have been offered support by their energy supplier during the pandemic and were slightly more likely to
have contacted their supplier for support or applied for support from the UK or Scottish Governments.
This suggests that, as with decarbonisation, bigger and more established SMEs are more confident
in seeking help and are better able to find relevant grants or support for their businesses. SMEs in the
hospitality and leisure industry were more likely to have applied for support, underscoring the impact
COVID-19 has had on their sector.
SME responses to our research reflect a huge range of preferences, motivations and needs, which is to be
expected of a group that includes almost every sector and corner of the UK. This survey was conducted
with a small cross section of SMEs and should not be interpreted as speaking for the sector as a whole.
There are, however, some lessons to be taken by policy makers.

>

SMEs are mostly confident about getting a good deal on energy.

>

TPIs do not appear to have a substantial effect on switching or satisfaction rates among SMEs.

>

Smaller businesses, businesses with lower turnover, and businesses who have been established for
ten years or less are not as confident as their bigger, wealthier, and more established counterparts
in making big decisions about decarbonisation.

>

Size, age, and turnover of business may act as barriers to accessing support during COVID-19.

>

There is a lack of information about decarbonisation, and it is a barrier to engagement for many
SMEs.

This investigation hopefully provides a baseline on which policy makers can build further research
and engagement with the SME sector. We would encourage policy makers, regulators, and consumer
organisations to undertake further work on this subject as Scotland continues its journey to net-zero
emissions.
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