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Energy price variation in the domestic energy market 
 
Introduction 
Households pay a variety of prices for their energy for a number of different reasons.  Firstly, the 
domestic energy market consists of multiple energy suppliers who offer different types of tariffs to 
compete for market share.  

Companies offer various tariffs which differ in price due to the different attributes of the tariff. 
Customers can pay by standard credit, direct debit or through a pre-payment meter. On average, 
direct debit is the cheapest form of payment1, with most consumers in 2013 choosing to pay by 
direct debit2. Another factor is regional variation, and prices will vary across individual tariffs 
according to the Public Electricity Supply (PES) region it is offered in.  

Another factor which influences the price paid by customers is the type of tariff. Fixed tariffs have 
their prices fixed at a certain level for a pre-determined period of time. These tend to be higher 
initially but the prices are immune to any announced price changes up until the tariff expiry date, in 
contrast to standard tariffs. Some other tariff types include green tariffs, which support energy 
produced using renewable sources and can tend to have higher prices, and social tariffs, which are 
offered to support vulnerable consumers and often have lower comparable prices.  

Discounts are also available for dual fuel consumers, who use the same supplier for both gas and 
electricity, and consumers opting for paperless billing by managing their bills online, whilst 
households who have not switched energy supplier are likely to pay more. 

As such, customers will pay a variety of prices, and therefore a range of bills. Consumer bills will 
also be influenced by consumption, which is affected by a wider range of factors, including weather 
patterns, regional differences, different property attributes, energy efficiency measures and 
individual consumer behaviour.  

This article will look at the distribution of bills that customers paid for fixed levels of consumption of 
electricity and gas in 2013, to provide a fuller picture of price variation compared to averages 
published in Quarterly Energy Prices (QEP). 

Methodology 
The basis of this analysis is the data collected in DECC’s quarterly Domestic Fuel Inquiry survey, 
which contains tariff by tariff pricing details alongside the number of consumers on each tariff. The 
survey covers the six main suppliers and some of the smaller suppliers, across all PES regions in 
the UK, accounting for around 95 per cent of the market. From this data bill estimates on an annual 
basis can be calculated3. 

In essence each bill is split into a variable component, expressed as a price per unit of fuel 
consumed, and a fixed component, expressed in terms of a set cost per day. Any discounts the 
tariff may contain are applied to the fixed component. To translate these prices into a bill, DECC 
use fixed annual consumption levels per household, of 3,800kWh for electricity and 15,000kWh for 
gas.4 These broadly represent mean consumption levels typical for 2013. Data is not available to 
combine actual household consumption levels with the detailed tariff information. 

                                                            
1 Average unit prices are published in Quarterly Energy Prices (QEP) tables 2.2.3 (Electricity) and 2.3.3 (Gas) available at 
www.gov.uk/government/statistical-data-sets/annual-domestic-energy-price-statistics 
2 Variation of payment method is published in QEP tables 2.4.2 (Electricity) and 2.5.2 (Gas) available at 
www.gov.uk/government/statistical-data-sets/quarterly-domestic-energy-price-stastics 
3 See ‘Domestic energy prices: data sources and methodology’ for full details of how these estimates are made 
www.gov.uk/government/publications/domestic-energy-prices-data-sources-and-methodology  
4 For details on DECC’s fuel consumption assumptions see special feature article in the March 2014 edition of Energy Trends 
available at www.gov.uk/government/collections/energy-trends-articles   
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