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Executive Summary

Introduction

1.

Funerals provide an opportunity for people to pay tribute to their loved one
and they fulfil critical social, psychological and (for many) religious functions.
Because of the crucial role funerals play in society, the distressing
circumstances in which they occur, and the fact that funerals are one of the
largest purchases many people will make in the course of their lives, it is
important that those who purchase funeral services can be confident that
prices are reasonable and the quality of service they receive is appropriate. It
is this that our inquiry has sought to investigate.

The later stages of our inquiry have been conducted in the midst of the
Coronavirus (COVID-19) pandemic which has had a significant impact on
death rates with peaks much higher than average. The pandemic also
materially changed the circumstances in which funerals can be conducted
with immediate, and possibly long-term, implications for the behaviour,
economics and structure of the sector. It has also had a major impact on the
running of our investigation, the conclusions that we have reached and the
timing of the actions that we shall be taking.

Nevertheless, we have serious concerns about the sector which we describe
below. We are therefore going to put in place a number of ‘sunlight’ remedies
which will support consumers when choosing a funeral director or
crematorium and send a clear message to the sector that we consider its
behaviour and activities should continue to be scrutinised.

These will include an obligation for all funeral directors to clearly and
prominently set out the price for an Attended Funeral (a description of which
we shall specify) so that those in the position of having to arrange a funeral
can, if they wish, compare different funeral directors’ prices before deciding
which to use.

Our ‘sunlight’ remedies will also ensure that those arranging a funeral,
whether or not they choose to purchase the Attended Funeral, know:

¢ In advance the price that they will be paying and the terms of
business, for example whether a deposit is required;

e what services they will be getting for that price;

e what other relevant business, financial and commercial interests the
funeral director has (and we shall prohibit some practices such as



payments to incentivise hospitals or hospices to refer customers to a
particular funeral director); and

e that funeral directors are formally registered, with the quality of key
aspects of their activities subject to review by independent inspectors.’

We have also recommended that the sector should continue to be scrutinised
by the CMA which will have access to information on funeral directors’ and
crematoria’s revenues and volumes.

Competitive Assessment

7.

Our investigation has centred on how people approach the purchase of a
funeral under the extremely difficult circumstances that precede and follow the
death of a loved one, and on competition between funeral directors at this
point of need? and between crematorium operators. We have also considered,
among other things, how concentrated the supply of funeral director and
crematoria services are, how prices have increased over time and the levels
of profits suppliers are making.

At the root of our conclusions is the observation that most customers,
unsurprisingly, find it extremely difficult to engage with the process of
purchasing a funeral. This is not only because of the emotional vulnerability
that will affect many in the period before and following the death of a loved
one, but also because of numerous other factors that conspire against their
ability to exercise choices in the way they would normally do when faced with
such an important purchase: social pressures and seeking to do the right
thing for the deceased (when often they do not know what the deceased
would have wanted); pressure to make decisions quickly; conflicting demands
on their time and energy, when they are short of both; lack of basic
understanding or practical experience of what organising a funeral entails,
having to do so very seldom in their lives.

As a result, when choosing a funeral director, people largely follow a personal
recommendation (which often provides only scant information as to why it is
made) or simply go back to the funeral director that they or their family have
previously used, even though this may have been in the distant past and the
ownership of the business may have changed in the meantime. None of this
should be portrayed as a failure on the part of customers. The approach they

' Subject to our recommendations to the UK government and devolved administrations in Northern Ireland and
Wales being accepted.
2 This includes the provision of services when a funeral plan is redeemed but not funeral plans themselves.



take is a reflection of the circumstances that people face when someone close
to them dies.3

10.  The bereaved typically place their trust in the funeral director to guide them to
the most suitable option for them. When it comes to choosing a funeral,
customers (including the least well-off) are insensitive to price, although in
recent years affordability has become a significant issue for some. They do
value the quality of the service they receive throughout the funeral
arrangement and delivery process, but they cannot easily judge this until after
they have made the purchase and sometimes not even then. They care about
how their loved one is being looked after but are not able to check how well
this requirement is met in practice. Most people believe, incorrectly, that
funeral directors are regulated.

11.  Over 78% of the deceased are cremated. When it comes to choosing a
crematorium, most customers do so on the basis of location (how close the
crematorium is to where the deceased lived) or familiarity (whether they have
been there before). Again, price is rarely a relevant factor in their choice, and,
although quality matters to customers in general, very few customers
compare alternative crematoria.

12. The way customers go about choosing a funeral director has significant
implications for how funeral directors compete. In the absence of clear market
pressures from customers, funeral directors largely rely on their own
judgement to gauge what they think their customers need. This manifests
itself most noticeably in the way they impart pricing information, which is often
provided late in the sales process. Prices often cannot be obtained in a
comparable format online or on the telephone and, once customers meet the
funeral director to make the initial funeral arrangements, they are highly
unlikely to switch to another provider.

13.  Day-to-day competition between funeral directors is particularly muted: they
monitor each other’s activities but largely focus on their own services (and in
particular aspects of quality that can be observed by customers such as the
condition of their premises and vehicles and staff training) and making sure
that they are well known and visible in their local community, rather than
responding to changes to the offerings of their competitors. We recognise
that, in doing this, many funeral directors consider that they are acting in the
best interests of their customers, often under challenging conditions. Our

3 Our conclusions on the way people choose a funeral are at paragraphs 3.189 to 3.196.
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findings do not rely upon questioning the motives of individual funeral
directors, but upon an assessment of how the market is functioning overall.

14.  We have seen evidence that, recently, some funeral directors have sought to
establish relationships with palliative care services, with a view to channelling
dying patients, or their relatives, towards their services, thus by-passing
competition for those customers altogether.

15.  The two largest suppliers, the Co-operative Group Limited and Dignity plc,
account for 30% of branches and are often significantly more expensive
(which we estimate to be by approximately £800 and £1,400 respectively)*
than many of the small, typically family-owned, businesses that operate the
majority of branches in the UK. In recent years, Co-op and Dignity have been
competing more actively in the supply of lower-cost funeral options (direct
cremation and simple funerals), but this trend has not been significant among
other funeral directors, and has not had a material impact on competition
more broadly in relation to the types of (mainly higher cost) funerals that most
people have continued to purchase.®

16.  On the crematoria side, in addition to competitive constraints being very weak
due to customers’ tendency to choose a crematorium on the basis of location
or familiarity, there are two significant barriers to entry by new crematoria,
which have contributed to the high level of concentration of the sector: the
planning regime, and the high sunk and fixed costs associated with the
opening and operation of a crematorium. Historically, crematoria were opened
by local authorities seeking to serve their local population, and 61% of
crematoria are still operated by local authorities. Since the 1980s private
companies have opened many new crematoria but, faced with high barriers to
entry, they have tended to focus on areas where there was no, or limited,
supply within a reasonable distance and to simply keep up with growing
demand.

17.  As aresult, today, crematoria are generally few and far between. Many
people have ready access to only one local crematorium, and few have
access to more than three. To the extent that some crematoria may attract
some customers on the basis of the quality of their offering, which normally
means the underlying standard and maintenance of the buildings and grounds
and the duration of the funeral service, there are not enough customers

4 Based on our analysis of pricing data gathered by SunLife from a sample of 100 funeral director branches. We
calculated that the funeral director fees quoted by Dignity and Co-op were respectively £1,428 and £802 higher
than those of the other funeral directors on average.

5 To the extent that this has changed since the start of the pandemic, it is not clear whether this is a permanent or
temporary change. Our conclusions on the way funeral directors compete are at paragraphs 5.178 to 5.193.



18.

19.

20.

choosing a crematorium on this basis for it to drive an effective competitive
process.® Therefore, whilst there are some differences in local competitive
conditions between local areas (in terms of the number and identities of
providers, and hence in the choices available in principle to customers), we
have found that competition between crematorium operators is generally very
muted.

We therefore conclude that the markets for funeral director services at the
point of need and crematoria services’ are not functioning well. We have
found that a number of features restrict or distort competition:

(a) Low level of customer engagement caused by the intrinsically challenging
circumstances surrounding the purchase of a funeral.

(b) Lack of easily accessible and clearly comparable information on the
products and services provided by funeral directors, including their prices
and levels of quality.

(c) Lack of visibility to customers of the level of quality of care given to the
deceased by funeral directors.

(d) High barriers to entry in the supply of crematoria services.
(e) High levels of local concentration in the supply of crematoria services.®

Because customers are so insensitive to price, it is not surprising that lack of
effective competition has resulted in higher prices than we would expect to
see in a well-functioning market. With average annual rates of increase of 5%
over 13 years for funeral directors and 6% over 10 years for crematoria, price
rises have been well in excess of general inflation for a considerable period of
time. There are also significant price differentials between funeral directors
within the same local area.

Between 2014 and 2018, the large national and regional funeral director firms
have earned average returns that have been significantly and persistently
above the level one would expect in a well-functioning market. There is some
evidence that returns have declined over the last two years for some, but not
all, firms. For most firms, the level of return remains high. The persistent level
of excess profits that we have seen amongst a wide variety of suppliers

6 Our conclusions on the way crematorium operators compete are at paragraphs 6.190 to 6.198.
7 Our conclusions on market definitions are at paragraphs 4.105, 4.106, 4.108, and 4.109.
8 Our conclusions on features are at paragraphs 8.9 to 8.25.



21.

22.

23.

24.

indicates that cost drivers or quality differentials cannot explain the pricing
issues that we have identified.®

We estimate that the consumer detriment arising from lack of effective
competition between funeral directors over the five-year period from 2014 to
2018 is at least £400 per funeral on average across a significant proportion of
the market (ie customers of both large and many small firms). This is likely to
be a conservative figure because it does not take into account potential
inefficiencies (for which we have found some evidence), meaning that the
total detriment figure is likely to be higher than our estimate implies,
potentially significantly so. While the level of the profits earned by the largest
suppliers declined over the last few years of the period, and we have some
evidence to suggest that it may have fallen further for some of these firms in
2019, as of 2018 across the industry as a whole, it remained significant.
Further, the decline appears to have been driven by a growth in costs, as well
as reductions in prices. This suggests that the detriment suffered by
customers — in the form of prices above the competitive level — may have
declined to a lesser extent than our profit estimates would suggest.

With respect to crematoria, over the period 2014 to 2018, operators
representing a substantial portion of the sector have made profits that are
persistently above the level we would expect to see in a well-functioning
market, some substantially so.

While the prices of private sector crematoria are often significantly higher than
those of crematoria operated by local authorities, our profitability analysis
indicates that customers of both private and local authority facilities have been
paying too much, with the former overpaying by at least £115 per cremation
and potentially as much as £210 on average, while the latter are overpaying
by at least £80 per cremation and potentially as much as £170 per cremation
on average.'® We consider that the upper end of these ranges is more
probable than the lower end.

Our detriment figures do not mean that all funeral customers ‘overpaid’ by
precisely the amounts stated or that every funeral director and crematorium
operator is responsible for causing detriment of this magnitude (or indeed at
all). Rather, they are averages across those markets, and over time. Some
customers will have overpaid by more than these figures, and some by less.

9 Our conclusions on customer outcomes are at paragraphs 7.171 to 7.180 (funeral directors markets) and 7.291
to 7.298 (crematoria markets).

0 The estimates of customer detriment in the supply of funeral director services and crematoria are at
paragraphs 8.26 to 8.44.
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25.

When it comes to the way the deceased are cared for by funeral directors
between the time of death and the funeral, we have received concerning
evidence from a range of industry participants and observers of problems that
they have witnessed personally. Many funeral directors, and the two trade
associations, acknowledged that, while in their view quality of care in the
sector was generally good, there were instances of poor quality. We have
therefore found that there are likely to be some funeral directors who are not
providing acceptable levels of quality in this respect. Where this occurs, it is
deeply detrimental to customers, who expect their loved ones to be treated
with respect and dignity.

Remedies

26.

27.

28.

We have considered what remedies are necessary and appropriate to
address our concerns about high prices and poor quality. Our preference is
normally to seek to ensure that the competitive process can be improved to
produce good outcomes for consumers in terms of price and quality. In the
context of the funeral sector, while measures to improve the competitive
process are valuable, they are unlikely to be sufficient because: consumers’
circumstances following a bereavement mean they have significant difficulty in
engaging with the purchasing process in general (and the issue of price in
particular); there is strong evidence of high prices and important aspects of
quality are not observable to purchasers. We have therefore been considering
how far, in addition to remedies that improve competitive outcomes, there is a
need for other measures including price regulation and a quality inspection
regime.

COVID-19, and the essential public health response to it, have severely
restricted our ability to fully develop all the remedies that we may otherwise
have pursued in order to achieve a complete solution to the problems we
have found. The exceptionally high death rates, and the particularly
distressing and unusual circumstances in which funerals have had to be
arranged since March 2020, have resulted in extreme pressures for funeral
directors, crematoria operators and other stakeholders, such as local
authorities. This has made it very challenging to engage with key parties,
collect data and design potential interventions in detail.

COVID-19 and related government-imposed restrictions, including on the
number of people who could attend a funeral service and other social
distancing measures, have changed dramatically the economics of funeral
directors and crematoria alike, impacting both the cost of operation, number of
funerals and types of funeral arranged during this period. Under such
circumstances, and with ongoing uncertainty as to the future path of the

11



29.

30.

31.

pandemic, it has not been feasible to design and calibrate the price controls
that we were considering in relation to both funeral directors and crematoria
under more normal circumstances.

However, we consider that funeral customers may in the future require a level
of protection beyond the measures that we are currently implementing. We
are therefore recommending that the CMA should consider consulting on a
future market investigation when the impact and consequences of COVID-19
on the funerals sector are sufficiently understood and the sector is more
stable. If a future market investigation is undertaken, and competition
concerns are identified as a result, any further protections funeral customers
may need could then be considered. These could include, if appropriate, price
regulation remedies.

In the meantime, we are taking forward a set of remedies that we describe as
‘sunlight’ remedies — shining a light on the pricing and back of house practices
of the sector — to mitigate some of the concerns we have identified. The
objectives are to support customers when making choices about funerals and
to ensure that the pricing, business and commercial activities of funeral
directors and crematoria, as well as the quality of the service that funeral
directors provide, are exposed to greater public and regulatory scrutiny.

The measures that will be taken forward are summarised below:

(a) We shall require funeral directors to provide customers with price
information in the form of:

(i) an itemised price list of frequently purchased products and services in
a standardised format in line with a template provided by the CMA (the
Standardised Price List);

(ii)the headline price (the Attended Funeral Price) of a combination of
products and services, as specified by the CMA, which are provided by
the funeral director and are generally considered to be sufficient to
deliver an attended funeral (the Attended Funeral). The Standardised
Price List will include the headline price and the disaggregated price of
the Attended Funeral;

(iii) if the funeral director offers unattended funerals, the headline price
(the Unattended Funeral Price) of a combination of products and
services, as specified by the CMA, which are provided by the funeral
director and are generally considered to be sufficient to deliver an
unattended funeral (the Unattended Funeral); and

12



(iv) an itemised price list of all the products and services that the funeral
director offers that are not included in the Standardised Price List (the
Additional Options Price List).

We have provided an illustrative example of how this price disclosure
requirement could be operationalised at Appendix X.

(b) We shall require crematorium operators to provide customers and funeral
directors in the local area, as well as to any funeral director upon request,
with information on the price of: a standard fee attended service; an
unattended service (if offered); and any available reduced fee services (if
offered).

(c) In addition, we will require funeral directors to disclose certain information
about their business, financial and commercial arrangements to
customers, including: the ultimate owner of the business; any business or
material financial interest in a price comparison website operating in the
funerals sector; and, any'! gift, charitable donation or payment in kind to
third parties such as hospitals, care homes and any other similar
institutions.

(d) We shall prohibit certain arrangements, including any exchange of
services with, or payments, benefits or gifts to hospitals, hospices, care
homes or similar institutions, as well as the solicitation of business
through coroner and police contracts, in order to protect vulnerable
customers from being channelled towards a funeral director that may not
fully meet their needs.

(e) We are making a recommendation to the UK government and the
devolved administrations in Northern Ireland and Wales to establish in
England, Northern Ireland and Wales an inspection and registration
regime to monitor the quality of funeral director services, as a first step to
the establishment of a broader regulatory regime for funeral services in
these nations (Scotland already has a similar regime).

() We are making a recommendation to the CMA Board to:

(i) actively monitor market outcomes in the funerals sector, in order to
identify and, where possible, address any harmful behaviour;

(ii)publish an annual review of market outcomes in the funerals sector;
and

" Except those that are de minimis.
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(iii) consider at the earliest opportunity, when the impact and
consequences of COVID-19 on the funerals sector are sufficiently
understood and the sector is more stable, whether to consult on a
future market investigation reference.

To assist the CMA in monitoring the funerals sector, we will require (by
means of an Order) some funeral directors and all crematorium operators
to provide the CMA with specific price and volume information on the
goods and services that they provide to customers. In particular:

(i) Funeral directors with five or more branches to provide to the CMA,
every six months, details of a) the total number of funerals provided
and b) the total revenue (excluding disbursements) in the previous six
months.

(i) Funeral directors with ten or more branches must provide this
information both in aggregate form and split by Attended Funeral,
Unattended Funeral and any other types of funeral provided by the
funeral director.

(iii) All crematorium operators to provide details of a) the total number of
cremations provided each quarter; and b) the total revenue during
that quarter. This information must be provided in aggregate form and
split by standard fee services (ie peak services from 10am to 4pm),
reduced fee early morning attended services (ie services at 9am or
9.30am), unattended services and any other services provided by the
crematorium operator.

32.  Full details of our remedies package are set out in Section 9.
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1.

Our task

Introduction

1.1

1.2

1.3

1.4

1.5

On 28 March 2019 the CMA, in exercise of its power under section 131 of the
Enterprise Act 2002 (EA02),'?> made a reference for a market investigation into
the supply of services by funeral directors at the point of need and the supply
of crematoria services.

On 28 March 2019, the CMA appointed from its panel a group of four
independent members to lead the investigation (Group).'?

On 16 March 2020 we decided to extend the statutory deadline for the
investigation by six months' and suspended the deadline for responding to
the working papers published on 20 and 21 February 2020 (see paragraph
1.24). On 28 May, we published a revised timetable and a new deadline for
responding to these same working papers.

On 13 August 2020 we published our Provisional Decision Report (PDR),
inviting interested parties to respond to our findings and proposed remedies.
On the same date, we also published an updated timetable indicating our
intention to publish our final report in December 2020.15

This report sets out our findings based on the evidence we have reviewed and
the analysis we have carried out in the course of our investigation.

Our statutory duty

1.6

1.7

The market investigation regime allows the CMA the opportunity to assess
whether competition in a market is working effectively, where it is desirable to
focus on the functioning of a market as a whole rather than a single aspect of
it or the conduct of particular firms within it."6

Under this regime, we are required to decide whether ‘any feature, or
combination of features, of each relevant market prevents, restricts or distorts

12 EA02, section 131.

'3 Details of the members of the Group are on our website.

4 The Group considered that an extension was necessary to facilitate input from parties, allow sufficient time to
take full and proper account of such input including any comments received in response to the working papers
and provisional findings, and to reach a fully reasoned final decision. In taking this decision the Group had regard
to the scope and complexity of the investigation, the extent of the possible remedies package being
contemplated, and the COVID-19 pandemic.

5 We are required to publish our final report by 27 March 2021.

6 CC3 (Revised), paragraph 18.
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1.8

1.9

competition in connection with the supply or acquisition of any goods or
services in the United Kingdom or a part of the United Kingdom’.'” If we
decide that there are such features or combination of features, then there is
an adverse effect on competition (AEC).'® A ‘feature’ of the market refers to:

(a) the structure of the market concerned or any aspect of that structure;

(b) any conduct (whether or not in the market concerned) of one or more than
one person who supplies or acquires goods or services in the market
concerned; or

(c) any conduct relating to the market concerned of customers of any person
who supplies or acquires goods or services.®

If we find that there is an AEC, we are required to decide:

(a) whether action should be taken by us, or whether we should recommend
the taking of action by others, for the purpose of remedying, mitigating or
preventing the AEC concerned or any detrimental effect on customers2°
so far as it has resulted from, or may be expected to result from, the AEC,;

(b) and, if so, what action should be taken and what is to be remedied,
mitigated or prevented.?!

In deciding the above questions on remedies, we must, in particular, have
regard to ‘the need to achieve as comprehensive a solution as is reasonable
and practicable to the [AEC] and any detrimental effects on customers so far
as resulting from the [AEC]’;%?2 and we may, in particular, have regard to the
effect of any action on any relevant customer benefits of the feature or
features of the market(s) concerned.?

Background to the reference

1.10 Prior to making the reference, the CMA had undertaken a market study into

the supply of services by funeral directors at the point of need and the supply

7 EA02, section 134(1). For present purposes, ‘relevant market’ means a market in the United Kingdom for
goods or services of a description specified in the reference (EA02, section 134(3)(b)).

8 EAQ2, section 134(2).

9 EA02, section 131(2).

20 EA02, section 134(5): there is a detrimental effect on customers if there is a detrimental effect on customers or
future customers in the form of: (a) higher prices, lower quality or less choice of goods or services in any market
in the United Kingdom (whether or not the market(s) to which the feature or features concerned relate); or (b) less
innovation in relation to such goods or services.

21 EAQ2, section 134(4).

22 EA02, section 134(6).

23 EA02, section 134(7).
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1.1

1.12

1.13

1.14

of crematoria services (the Market Study).?* The Market Study considered that
the markets for funeral director and crematoria services were not functioning
as well as they should be.

In November 2018, the CMA published an interim Market Study report and
consultation on the funerals market. It also published a notice of its proposal
to make a market investigation reference (MIR).2% In response, it received
representations from interested parties across the funerals industry, and more
widely. The vast majority of respondents were supportive of its proposal to
make a MIR, although a small number of respondents disagreed with this
proposal. In addition, some respondents made representations that the scope
of the proposed MIR should be extended to include funeral services supplied
by funeral directors in the United Kingdom arising from the redemption of pre-
paid funeral plans.

In February 2019 the CMA invited interested parties to provide views on
whether, if it decided to make a MIR, the terms of any reference be expanded
to include the services supplied by funeral directors arising from the
redemption of pre-paid funeral plans.

Further to its consideration of the consultation responses to the proposal to
refer the funerals market for a MIR, the CMA considered that it had
reasonable grounds to suspect that there were features which prevented,
restricted or distorted competition in the UK. Further, it considered, amongst
other factors, that there was a reasonable chance that appropriate remedies
would be available, if an AEC was found. It also determined, further to its
consideration of the responses to the consultation on the proposed terms of
reference, that it should expand the terms of reference to include the services
supplied by funeral directors at the point of need in the United Kingdom
arising from the redemption of pre-paid funeral plans.

Consequently, in March 2019, the CMA referred the supply of services by
funeral directors at the point of need and the supply of crematoria services for
a market investigation.?8

Terms of reference

1.15

As set out in our terms of reference,?’ for the purposes of this reference:

24 For more details see Funerals market study.

25 Notice of proposal, dated 29 November 2019.

26 Terms of reference, dated 28 March 2019 and see Funerals - GOV.UK.
27 Terms of reference, dated 28 March 2019.
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(a) ‘services by funeral directors at the point of need’ means:

services provided by a funeral director in connection with the
arrangements for a funeral, and including, but without limitation:

— guidance and support to the family and/or persons arranging the
funeral,

— collection, storage and care of the deceased,;
— organisation and services carried out on the day of the funeral;

— the supply of goods and services to facilitate the arrangements,
including, for example, the coffin, hearse and limousine(s);

— intermediary services between the customer and third parties, such as
the crematorium or burial site, a doctor or medical practitioner, a
minister or celebrant;

— discretionary services that are provided by the funeral director directly
or as an intermediary between the customer and third parties, such as
memorials, death notices, venue hire and catering, flowers, Order of
Service eftc;

— the provision of services by funeral directors in connection with the
redemption of a pre-paid funeral plan,

but excluding:
— the provision of pre-paid funeral plans.
(b) ‘crematoria services’ means:

— the services provided by a crematorium in connection with the
cremation of the deceased, including the provision of a chapel or
specific place for attended cremations, the committal and the
associated sales of additional products and services, such as
memorials, audio-visual support and hospitality.

Focus of the investigation

1.16 The CMA’s updated procedural guidance on market studies and market
investigations states that, where the CMA undertakes a market study leading
to a market investigation, in addition to drafting the formal terms of reference
for the market investigation, the CMA board may append an advisory steer to
the MIR decision setting out its expectations regarding the scope of the
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1.17

market investigation and the issues that could be the focus of the
investigation.?8

The CMA board advisory steer to the Group said that the central concern
arising from the market study was that people were paying higher prices for
funerals than could be justified.?® Underlying this was the fear that people in
these challenging circumstances were not in a position to make the best
choices and were vulnerable to exploitation.

Our approach

Evidence gathering

1.18

1.19

In March 2019, we published a notice setting out our approach to gathering
evidence.3® We said we would gather evidence in a variety of ways, including
via meetings, surveys and research, questionnaires and data including
through:

e Issuing of ‘First Day Letters’ to some large funeral directors and private
crematorium operators and following these up with further requests for
information.

e Engaging with, and seeking information from, the main funeral director
trade associations and other parties with access to a network of funeral
directors.

e Seeking to engage with a sample of independent funeral directors.
e Seeking information from local authority crematorium operators.
e Seeking information from a range of other parties.

From April 2019 onwards, we sent market and financial questionnaires to a
wide range of firms and local authorities who are active in the relevant
markets, and other key organisations. Throughout the duration of the
investigation we sent further written requests for information to some parties
as well as holding telephone calls and/or meetings. We also visited a number
of funeral homes and crematoria across the UK. The evidence gathered has

28 Market studies and market investigations: supplemental guidance on the CMA'’s approach (CMA3, revised July
2017), paragraph 3.39.

29 CMA Board Advisory Steer, dated 28 March 2019, paragraph 6.

30 Notice setting out approach to evidence gathering.
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1.20

1.21

helped us better understand the relevant markets, suppliers and services, as
well as providing much of the underlying data on which this decision is based.

In May 2019, we published documents for comment in relation to our intention
to conduct a consumer survey.3! We also published alongside this the names
of a number of firms identified to undertake this research, inviting comments
on potential conflicts of interest or any other restriction on the firms’ suitability
to carry out the work. Ipsos MORI were appointed to carry out the quantitative
research for the MIR. The results of this quantitative survey and
accompanying mystery shopping of funeral directors were published on our
case page in January 2020.3?

In addition, we commissioned an independent research company, NatCen
Social Research (NatCen),3 to undertake an evidence review of academic
literature relating to the impact (if any) of grief or bereavement on decision-
making and/or purchasing behaviours of funeral customers and how these
difficulties have been addressed. Further, a roundtable involving a number of
experts in the fields of funerals research, palliative and end of life care and
support for the bereaved was held at the CMA in February 2020. A summary
of the roundtable and NatCen’s report were published on 13 August 2020.34

Consulting on our emerging analysis

1.22

1.23

1.24

In April 2019, we published an issues statement® outlining our initial theories
on what might be affecting competition and potential remedies, inviting parties
to provide submissions commenting on the issues and possible remedies. We
received 21 responses from a range of parties, and we published non-
confidential versions of these on our funerals case page.3®

In July 2019, we published a working paper on our approach to profitability
and financial analysis. The purpose of this paper was to set out our proposed
approach to financial and profitability analysis of funeral director services and
crematoria services, to help inform our assessment of profitability.

On 30 January 2020, we published eleven working papers followed by
another eight working papers on 20 February 2020 and a further working
paper on 21 February 2020. These working papers set out our analysis and

31 Invitation to comment on consumer survey draft questionnaire, dated 21 May 2019.
32 See Funerals - GOV.UK.

33 NatCen Social Research that works for society.

34 See Funerals - GOV.UK.

35 |ssues statement, dated 8 April 2019.

36 See Funerals - GOV.UK.
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emerging thinking to assist interested parties in understanding the work being
carried out. The working papers also invited parties’ comments and any
further evidence for consideration by us. We published non-confidential
versions of the responses we received to these working papers on our case
page.%’

1.25 On 13 August 2020 we published our PDR, inviting interested parties to
respond to our provisional findings and proposed remedies. In addition to
making written submissions responding to the PDR, some parties requested
an oral hearing. These hearings took place in October 2020. We published
non-confidential versions of the written responses we received to the PDR
and summaries of the hearings held on our case page.38

Engagement with stakeholders

1.26 We engaged with many stakeholders during the investigation to seek their
input and views on the issues.

1.27 We liaised closely with the largest relevant sector trade associations for
funeral directors, The National Association of Funeral Directors (NAFD) and
the National Society of Allied and Independent Funeral Directors (SAIF), as
well as directly with their members, including the Co-operative Group Limited
(Co-op), Dignity plc (Dignity) and Funeral Partners Limited (Funeral Partners).
We also engaged directly with funeral directors that are not members of either
trade association. We sought evidence from consumer bodies such as The
Good Funeral Guide and Quaker Social Action. For the crematoria sector we
engaged directly with all local authority providers of crematoria services and
the four largest private crematoria operators, Dignity, Westerleigh WGH
Limited (Westerleigh), Memoria Limited (Memoria), and the London
Cremation Company plc (LCC), and engaged with a number of crematoria
trade bodies.

1.28 We also liaised with government and the devolved administrations,
particularly with the Scottish Government, Northern Ireland Executive, Welsh
Government, the Treasury (HMT), the Ministry of Housing, Communities and
Local Government (MHCLG), Department for Work and Pensions (DWP) and
the Ministry of Justice (MoJ). The investigation has benefited from their
knowledge of the sector and has taken into account their ongoing work and
policy developments.

37 See Funerals - GOV.UK.
38 See Funerals - GOV.UK.

21


https://www.gov.uk/cma-cases/funerals-market-study
https://www.gov.uk/cma-cases/funerals-market-study

1.29

1.30

1.31

1.32

1.33

1.34

We made site visits to 15 funeral director branches and 8 crematoria.

From June to July 2019, and then later in the year, to assist us in our
investigation, we held hearings with 11 parties to discuss issues and potential
remedies in the event that we were to find any AECs. We also held 5
roundtables to seek views from interested parties on the issues under
investigation. We have published summaries of these hearings and
roundtables on our website.3® An aggregated summary of interviews with
independent funeral directors was published in January 2020.4°

We spoke to a number of people who contacted us about their experience of
arranging a funeral.

We also reached out more broadly to providers of funeral and crematoria
services and other interested parties involved in this sector to contribute views
and evidence on the issues under investigation, both directly through CMA
social media communications and via the two main funeral trade associations.

In November 2020 we explored price transparency remedy options at a
roundtable with representatives from across the funerals sector, including the
NAFD and SAIF, some small funeral directors and consumer bodies.

We would like to thank all those who have assisted in our investigation.

Approach to assessment and our theories of harm

1.35

1.36

In our issues statement*! we set out three high-level hypotheses (or ‘theories
of harm’) to test in our investigation. These represented our early thinking
about the issues to consider and test. These were:

(a) The difficulties many people have in engaging with the funerals
purchasing process.

(b) Firm behaviours in the supply of funeral director services.
(c) Market structure and barriers to entry in the supply of crematoria services.

These theories of harm provided a useful framework for our evidence
gathering and early analysis, and they have evolved as we have gathered
more evidence and our work has progressed. The structure of this report,

39 See Funerals - GOV.UK.
40 Aggregated summary of interviews with independent funeral directors.
41 |ssues statement, dated 8 April 2019.
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therefore, reflects our current approach to the assessment of competition in
these markets.

Impact of COVID-19 on the conduct of our investigation

Overview

1.37

1.38

1.39

1.40

1.41

Prior to the COVID-19 pandemic, we had engaged not only with funeral
directors and private operators of crematoria, but also with government
(including in the devolved nations) and local authorities. All these
stakeholders have been considerably affected by COVID-19.

The COVID-19 pandemic started to have an impact on the conduct of our
investigation on 16 March 2020 and impeded our progress in a very material
way in all aspects of our investigation:

(a) Our ability to obtain additional data;
(b) our ability to engage with stakeholders; and
(c) our substantive analysis.

On the first of these, the pressures on the funerals industry were such that
between March and June 2020 we were unable to issue any substantive
requests for information. This was a critical period in our investigation leading
up to the formulation of our provisional findings including the development of
potential remedies. It meant, for example, that our ability to update our
profitability analysis and pricing analysis with 2019 figures was significantly
inhibited. We were also impeded in our ability to develop further the more
complex remedy options that we had been considering up to that point.

The ability of parties to engage with us continued to be an issue throughout
the remainder of the investigation, particularly for smaller firms and local
authorities. At the time of writing, a second wave of the pandemic was under
way, resulting in continued pressure on all those directly involved in managing
the crisis. The continued uncertainty regarding the course of the pandemic
and its impact on the sector, our experience from the first wave and
representations from parties indicated that many of our stakeholders would be
unable to engage effectively with us for the remaining months of our statutory
timetable.

COVID-19 itself also has the potential to change aspects of our assessment,
particularly in relation to our estimate of the customer detriment arising from
the AECs that we have found and the effectiveness and proportionality of
some of the remedy options (and in particular price control remedies) that we
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1.42

were actively considering prior to the crisis. This is because, for example, the
cost and revenue profiles of the suppliers have been directly affected since
mid-March 2020 and are likely to continue to be affected as long as social
distancing is in place. We were unable to assess the medium to long-term
effects of these impacts within our statutory timeframe.

The above issues had a significant impact on our ability to devise a fully
effective and proportionate remedies package within our statutory timeframe
and forced us to take a fresh look at our approach to remedial action in light of
the prevailing exceptional circumstances. With one exception (Memoria), all
those who responded to our PDR recognised that we had no choice but to
adapt to the changing circumstances brought by the pandemic in our
consideration of remedies. We discuss the impact of COVID-19 further where
relevant throughout the report.

Investigation of allegations made about Co-op’s practices

1.43

In late September 2020, a national newspaper published two articles making
allegations about various practices adopted in certain branches of Co-op.
Following the publication of these articles, we engaged extensively with Co-
op, including by obtaining a large number of emails related to the allegations
made by the newspaper. This research brought to light evidence of sales
practices that, in our view, were not consistent with the practices described to
us by Co-op in the course of the market investigation, in particular:

(a) The instruction of staff within the South London division in summer 2019
to employ practices that encouraged higher spending for each funeral.
Such sales techniques appear to us to be inconsistent with the company-
wide sales policies that Co-op described to us throughout the
investigation. Although Co-op brought to our attention a number of trials
that it was carrying out in some of its regions, we were not made aware of
this particular initiative by Co-op. When we found out about it in late 2020,
Co-op told us that this had been a local experiment by a regional sales
manager acting outside of Co-op’s established practices, that had lasted
only a few months and had not gained any traction. However, we saw
evidence of senior management being aware of this initiative and
supporting attempts by the team to implement it. We were not able to
establish why or when it was terminated, based on the email evidence we
had obtained.

(b) From the end of 2019, an apparent increased focus within Co-op more
generally on improving the average revenue earned per customer. This
appears to us to have involved a drive to increase the sales of add-on
services, including: limousines, embalming, floral tributes, masonry and
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1.44

1.45

1.46

stationery, as well as the sales of prepaid plans during the arrangement
meeting. Co-op told us that while there had been an increased focus on
business performance, there was no company policy to increase the sales
of add-on services, and no inconsistency with the information it had
previously provided. We consider however that the email evidence that
we have obtained supports our view.

Co-op disagreed with the above interpretation of the evidence that we have
seen, noting that it exaggerates the significance of temporary, localised
practices. However, it did not comment specifically on a number of the emails
on which paragraph 1.43 is based. Co-op contended that it is not reasonable
or right to criticise it for being inconsistent in the information that it has
provided or to imply that the evidence the CMA has reviewed is representative
of practices at Co-op as a whole, rather than an isolated case. Co-op also
indicated that the CMA has failed to acknowledge the full and active
cooperation that Co-op has engaged in throughout the inquiry. We have
carefully considered these submissions. We also recognise the significant
pressures Co-op’s staff have faced during the pandemic. However, we do not
agree with Co-op’s representation of the evidence on which paragraph 1.43 is
based, and we have a responsibility to ensure that our investigation gives a
full and accurate account of all relevant information. More generally, Co-op
has made numerous representations about its sales practices, as part of its
extensive engagement with our investigation. We have published these on our
website, within Co-op’s submissions, and reflected Co-op’s representations as
appropriate in this report.

The above matters are very relevant to the issue of consumer vulnerability
and the extent to which the sales practices adopted by funeral directors may
contribute to consumers not making effective choices. Had this information
come to light earlier in our investigation, we may have pursued additional lines
of enquiry.

By the time we received and reviewed this new evidence, the second wave of
COVID-19 was under way. This placed limitations on our ability to undertake a
more detailed investigation, including through the broadening of our
investigation to other parts of Co-op’s business. However, given the particular
circumstances of this inquiry and that the recent evidence regarding Co-op
appeared to support our provisional conclusions rather than detract from
them, we consider this would not have had a material impact on the outcome
of this investigation. Despite its limitations, the evidence we have gathered at
this late stage has shed new light on various aspects of the investigation,
including on various submissions made by Co-op. This is reflected where
appropriate throughout the Final report.
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The Final report

1.47 This document, together with its appendices, constitutes our Final report. It
refers, where appropriate, to material published separately on the CMA
website. The report, however, is self-contained and is designed to provide all
material necessary for an understanding of our findings.
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2.1

Industry background

This Section provides background to the funerals industry. It considers the
following:

(a) What organising a funeral entails;
(b) key market statistics and trends;
(c) funeral poverty;

(d) the structure of the industry; and

(e) regulation and self-regulation of the industry.

What organising a funeral entails

Overview

2.2

2.3

Organising and carrying out a funeral broadly involves three distinct sets of
activity:

(a) Various administrative tasks: registering the death (this is typically carried
out by the family of the deceased), booking the necessary facilities and
preparing the associated paperwork;

(b) handling of the body: removing the body from the place of death, holding
(including, where required, enabling the viewing of the body in the time
before the funeral) and preparing the body, transporting the body to the
place of committal and either burying or cremating the body;

(c) organising and carrying out a ceremony/service.
In the UK, two authorised approaches to body disposal are currently in use:#2

(a) Cremation; and

42 Under the Law Commission’s 13" Programme of Law Reform which was announced in December 2017, the
government said it would undertake a project: ‘A modern framework for disposing of the dead’. This will seek to
create a future-proof legal framework which, amongst other matters, ‘enables safe and dignified new processes
to be made available in England and Wales'.
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(b) burial, which can be in a cemetery or in a natural burial ground.43 44

Funeral directors’ services and crematoria services

2.4  Under our terms of reference, we focus on the supply of services by funeral
directors at the point of need and the supply of crematoria services. We
outline the nature of these services below. Later, from paragraph 2.68, we
describe the structure of the funeral directors’ and crematoria services
sectors.

Funeral directors’ services
2.5 Funeral directors combine a range of services:
(a) Their professional services, typically including:
(i) Collection, storage and care of the deceased;

(i) organisation of the funeral, and the supply of goods and services to
facilitate the arrangements, for example, the coffin, hearse and
limousines; and

(iii) guidance and support to the family and/or persons arranging the
funeral.

(b) intermediary services between the customer and third parties, such as the
crematorium or burial site, the doctor and the minister/celebrant — the
funeral director will pass on the cost of such services provided by third
parties as ‘disbursements’; and

(c) additional optional services that are provided by the funeral director
directly or as an intermediary between the customer and third parties,
such as: memorials; death notices; venue hire and catering; flowers; order
of service etc.

2.6  Funeral directors have adopted a range of practices in the way they sell their
products and services. Many offer pre-defined packages, while some enable
customers to build up a bespoke funeral package themselves.

43 A natural burial takes place in a green/woodland habitat. The first natural burial ground was established in
1993 and there are now over 270 natural burial grounds in the UK. (Source: The Natural Death Centre).

44 Alkaline hydrolysis (or ‘resomation’), a process by which the body is dissolved into a liquid solution, is also
authorised, but we understand that this method is not currently operational in the UK and recent plans to open a
facility were put on hold due to concerns over the public acceptability of the process (Water cremation plans put
on hold).
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Funeral packages broadly fall within three categories, as described below (the
terminology used to describe each of these categories will differ between
funeral directors):

(a) A ‘standard funeral’ is the most common type of funeral package sold by
funeral directors, and typically includes:

e Collection and transport of the deceased (including out of hours):
provision of staff and a suitable vehicle (eg private ambulance) to
attend and collect the deceased from the place of death, and
transport to the funeral director’s premises/mortuary;

e storage of the deceased in mortuary/cold storage facilities;
e care of the deceased:
o washing and dressing the deceased
o placing the body in a coffin
o recording of personal effects;
e viewing of the deceased in the funeral director’s chapel of rest;
e provision of a ‘standard’ coffin;

e customer advice and support to assist with making funeral
arrangements;

e legal and administrative services (including completing required
documentation, liaison with third parties such as the coroner);

e managing arrangements relating to burial, cremation, cemetery,
church and any ceremony officiant;

e arranging payment of third-party disbursements;

o offering a choice of date and time for the funeral service;

e provision of hearse and personnel,

e choice of route for the funeral procession (within a defined radius);

e provision of a limousine;
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e embalming (sometimes): this procedure is used to preserve the
body, delaying the onset of decomposition; to protect the body; and
to enable the presentation of the body.

(b) A ‘simple’ funeral is a more limited, lower cost funeral that will include
many of the elements of a standard funeral save that it may:

e Exclude provision of limousines;

e have no/limited choice of date and time for the funeral service;
¢ have no viewing options; and

¢ include a basic coffin with no/limited opportunity to upgrade.

(c) A ‘direct cremation’ usually refers to an unattended service, without a
funeral service (and is sometimes referred to as an ‘unattended
cremation’ or ‘cremation without ceremony’); a variant is an ‘attended
direct cremation’ where mourners are present. Generally, people do not
spend face to face time with a funeral director organising a direct
cremation. The funeral director arranges for the cremation to take place at
a crematorium chosen by the funeral director.*°

Crematoria services

2.8

2.9

A crematorium comprises a set of facilities including one (or sometimes more)
cremators, one or more chapels/other areas for mourners and, in many cases,
a garden of remembrance.

Crematorium operators generally allow mourners to gather for an attended
service® before the deceased is cremated (although this is not the case for
unattended direct cremations, as discussed above). For a typical service,
mourners wait for the funeral service in a waiting room. The coffin is brought
into the chapel by bearers, followed by the mourners. It is at this point that the
service is conducted. Mourners may have already attended a service at
another location, eg a church, in which case time at the crematorium may be
shorter and involve only a brief committal. These attended services may be
held at peak or off-peak times:

45 As well as being offered by funeral directors, a number of companies have been set up that specialise in the
supply of such funerals and would carry out similar activities to the funeral director in relation to these types of
funerals. We describe such companies in paragraph 2.101.

46 As noted in paragraph 2.7(c) crematoria may also carry out ‘unattended services’ on behalf of funeral
directors or specialist providers.
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(a) Attended services held in peak hours (typically considered to be
weekdays from 10am-4pm) are defined in this report as ‘standard
services’;

(b) Attended services held off-peak (typically at 9am or 9.30am) are defined
in this report as ‘reduced fee services’.

2.10 When organising cremations, crematoria allow a certain amount of time, a
‘booking slot’, and may split this, such that a certain amount of time is
permitted in the chapel, and a certain amount of time is allocated as a ‘buffer’
for entry to and exit from the crematorium.

2.11 Mourners can witness the introduction of the coffin into the cremator, if
arranged with the crematorium.4” There may be a viewing room available to
view the coffin being inserted (‘charged’) into the cremator, and this is
particularly important for certain religious groups such as Hindus and Sikhs.*8

2.12 Crematoria may have gardens of remembrance which families can visit,
reflect, and where they can place memorials (purchased from the
crematorium or a third party associated with the crematorium).

2.13 After the cremation the ashes are stored and held for collection. The
Federation of Burial and Cremation Authorities (FBCA) estimates that for
around three-quarters of those cremated their ashes are collected by family
members and taken from the crematorium and placed elsewhere. For the
remainder of those cremated, their ashes are either strewn or interred at the
crematorium.

2.14 Crematoria may offer a range of additional services on the day of the
cremation, for example: the purchase of additional slots to allow for a longer
service (providers tend to offer a single slot length at a crematorium, which
can be extended through the purchase of additional slots or through the
purchase of additional time), bearers, organists and hospitality services.

Key market statistics and trends

2.15 This section sets out key statistics and trends in the funerals sector. Where
appropriate, we use the latest data available to us; however, it should be
noted that in some places we present 2018 information as, in general and

47T FBCA, A Guide to Cremation and Crematoria. Page 38.
48 FBCA, A Guide to Cremation and Crematoria. Page 18.
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2.16

217

unless stated otherwise, our analysis is based on information up to and
including 2018.

There were 616,014 deaths registered in the UK in 2018,4% approximately
517,000%° (84%) of which involved a funeral paid for at the time of
bereavement, rather than through redemption of a pre-paid plan.

Figure 1 shows that since 2005 (no redemptions are reported before this),
redemptions of pre-paid plans have risen gradually, but still account for a low
proportion of the total number of funerals (16%) as at 2018.

Figure 1: Total number of UK funerals and pre-paid funerals drawn down from 2004 to 2018
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Source: Office for National Statistics (UK deaths) and the Funeral Planning Authority (pre-paid funerals drawn down)

2.18

219

According to public sources, the total annual spend on funerals in the UK is
around £2 billion.%" The estimated average cost of the funeral director’s
professional fees is £2,501, with burial disbursements costing £2,268 and
cremation disbursements costing £1,170.52

In the remainder of this report, we use the term ‘funeral’ to refer to ‘funerals
that are purchased at the point of need’ as this has been the focus of our
work, in line with our terms of reference.

49 ONS, (22 November 2019) Vital statistics in the UK: births deaths and marriages. The figures had not been

updated

by the time the Final report was finalised in December 2020.

50 This figure has been calculated by subtracting the number of funeral plans drawn down in 2018 (ie 98,800), as
recorded by the Funeral Planning Authority, from the total number of UK deaths registered. It includes public

health fu

nerals.

51 Funeral Activities UK Market Research Report.
52 Source: CMA analysis of SunLife ‘Cost of Dying’ data for 2019, re-weighted by share of supply. For further
details, see Appendix N.
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Growth in demand for cremation and number of crematoria

2.20 The proportion of funerals involving a cremation has grown steadily in the past

60 years, from 35% in 1960 to over 78% in 2019.53

2.21 The number of crematoria has also increased, with significant waves of
construction taking place in the 1960s and then in the last decade, as shown
in Figure 2 below. As at 1 September 2019, there were 303 crematoria in the
UK.%* The development of the cremation sector started in the 1930s and the
number of new builds reached a peak in the 1960s, driven by municipal
authorities seeking to introduce an alternative to their cemeteries.> Since the
1980s, the delivery of new facilities across the UK has been driven by the
private sector.

Figure 2: Number of crematoria in operation in the UK over time
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Source: CMA analysis of the Institute of Cemetery and Cremation Management (ICCM) information. 13 new crematoria directly
replacing old crematoria not counted as new builds.

Total number of crematoria

53 Cremation Society, Table of Cremations 2019, page 19.

54 As of 12 October 2020, there were 307 crematoria in the UK. In our detailed analysis in later sections we have
used information on the 303 crematoria in operation as of September 2019.

55 It has also been observed that there was a major change in 1963 when the Pope lifted a ban on Roman
Catholics seeking cremations, and when, 3 years later, Roman Catholic priests were allowed to conduct services
in crematoria.
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2.22 The total number of cremations conducted by private and local authority
crematoria increased from just over 420,000 to around 480,000 between 2008
and 2018 (a percentage increase of 14%), as shown by Figure 3 below.%

Figure 3: Number of cremations performed by type of operator in 2008 and 2018
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Source: CMA analysis of Cremation Society data.

2.23 Figure 3 shows that the increase in the number of cremations over the last 10
years has primarily been met by private providers (which, in the period
between 2008 and 2018, opened 44 new crematoria, whilst local authorities
opened only two new crematoria).®’

2.24 Figure 4 shows that the vast majority of crematorium fee revenue is derived
from the provision of standard fee services. In 2018 the largest four
crematorium operators derived 95% of their revenue from standard fee
services, 2% from reduced fee services and 1% from unattended services.5%8

56 1n 2019 the total number was around 470,000.

57 These figures do not include local authority crematoria that have been replaced over the stated period.

58 QOur estimate of unattended services may include some attended direct cremations. However, we consider this
is likely to be low in the time period examined. Dignity has supplied data on the number of at need direct
cremations between 2016 and 2019. We note that the proportion of direct at need cremations that are attended
has been [0-5]% in the years 2016 and 2017, [10-20]% in 2018 and [10-20]% in 2019.
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Figure 4: Fee revenue, across the largest four crematorium operators, from 2014 to 2018
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B Unattended services (own integrated)
B Reduced fee

M Standard fee

Source: CMA analysis of RFI responses from Dignity, Westerleigh, Memoria and LCC.
Notes: we requested that private crematorium operators split the unattended services they conduct to indicate whether they
conduct them on behalf of third parties, or as part of their own integrated offering (eg the Dignity Simplicity brand).

2.25 Figure 5 shows that on a volume basis, the vast majority of cremation
services conducted are standard fee services. In 2018 the largest four
crematorium operators derived 88% of their volumes from standard fee
services, 4% from reduced fee services and 3% from unattended services.®

%9 Volumes relating to unattended services may include some attended direct cremations.
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Figure 5: Cremation service mix, across the largest four crematorium operators, from 2014 to

2018
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Source: CMA analysis of RF| responses from Dignity, Westerleigh, Memoria and LCC.

Growth in various types of services

2.26

2.27

2.28

There are some signs of change in the general nature of funeral services
purchased by customers. As we set out in Section 3, there has been some
move away from religious funerals towards more secular, diverse and
personalised services.

One trend which has been particularly highlighted by funeral directors is the
move towards lower priced funeral options, such as simple funerals and direct
cremations. The introduction and growth of direct cremation has been a
relatively recent phenomenon, with industry reports noting it as a growing
trend since 2016-17.°

Estimates for the proportion of funerals which are direct cremations vary but
remain low (albeit with rapid recent growth). In 2019, SunLife Limited
(SunLife) reported that 4% of cremations (3% of all funerals) were described

60 Direct cremations were first mentioned in Royal London’s 2016 report (Royal London (2016). Signs of Life ...
National Funeral Cost Index Report) and in SunLife’s 2017 report (SunLife (2017). Cost of Dying).
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as direct cremations from its survey,®' while Royal London’s 2019 report
indicates a figure closer to 10%.%2 This is discussed further in Section 5 of this
report.

2.29 Simple funerals have been available for longer, with the introduction of a basic
simple funeral resulting from a 1977 Price Commission report on funerals (as
discussed further in paragraphs 2.136 to 2.139).63 However, take-up of these
funerals has increased in more recent years, with Co-op relaunching its
proposition in 2016, followed by other funeral directors (as discussed further
in Section 5/Appendix I).

Growth in funeral prices

2.30 Information on prices within the funerals industry is available from different
sources, which we consider in more detail later in this report.®* One long-
running source of pricing data is available from SunLife, which has reported
information on the cost of the core elements making up a funeral®® since
2004.56 We obtained the data underlying SunLife’s reports from 2006 onwards
and reweighted the results to take account of sampling biases. Our analysis
indicates that the average cost of the funeral director’s professional services®’
has increased by an annual rate of 4.5% (1.6% accounting for inflation)
between 2006 and 2019.%8

2.31 The amount spent on the cost of services provided by third parties® has
increased by an average rate of 5.6% (2.5% accounting for inflation) for
cremations and 7.4% (4.3% accounting for inflation) for burials. The average
amount spent on discretionary items, which includes optional additions

61 SunLife (2020). Cost of Dying.

62 Change on the Horizon? ... National Funeral Cost Index Report (Royal London, 2019) states that the
proportion of people having a direct cremation in its purest form — with no mourners present and no separate
celebration of life or ceremony — was 3%, and the proportion of people having a direct cremation with a separate
celebration of life was 6%. The Impact of COVID-19 on Funerals. National Funeral Cost Index Report 2020
(Royal London, 2020) indicates that the COVID-19 pandemic led to an increase in the number of simpler funerals
and direct cremations in 2020.

63 A report of the OFT inquiry into the funerals industry 2001 (OFT346)

64 See Appendix N.

85 Defined by SunLife as the fees for: the funeral director (including provision of the coffin, hearse, collection and
care of the deceased, and professional guidance); the cremation or burial itself; the doctor; and the minister or
celebrant. See: SunLife (2020). Cost of Dying.

66 \We have collated the available data on funeral price increases in Appendix N, including data from SunLife,
Beyond, Royal London, Your Funeral Choice, and data directly received from a number of funeral directors.

67 The professional fee includes collection and care of the deceased, hearse and attendants and director, one
limo, use of chapel of rest, attending to all essential documentation, oak veneer coffin.

68 This has been calculated by reweighting the SunLife by the share of supply of funeral directors. When the
SunLife data is instead reweighted by regional death rates, the average price growth is 5.3% (2.3% in real terms),
and when reweighted by the proportion of burials and cremations is 5.4% (2.3% in real terms). This is detailed
further in Appendix N.

69 This includes costs such as the crematorium or burial site, the doctor and the minister/celebrant.
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beyond a ‘basic’ funeral such as flowers and catering,”® is £2,306 and has
grown at an average annual rate of 1.0% (therefore declining in real terms by
an average rate of -1.9%).”"

Figure 6: Average professional fee, burial and cremation disbursements, and discretionary
item cost, 2006-2019 (nominal)
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Source: CMA analysis of SunLife data.
Note: Professional fee, burial disbursements and cremation disbursements are weighted by funeral director share of supply.
The cost of discretionary items has not been weighted by share of supply due to data availability.

How people pay for funerals

2.32 Funerals are either purchased at the point of need’? or through a pre-paid
plan. While some insurance products will also pay out a lump sum to go
towards funeral costs on a person’s death, the funeral would still be arranged
and paid for at the point of need.

2.33 A pre-paid plan is a contract under which a customer makes one or more
payments to a plan provider, who subsequently arranges or pays for a funeral
upon the death of the customer. Pre-paid plan providers either invest these
payments in a trust fund or take out a form of insurance against the life of the
customer.

70 Discretionary costs mostly comprise the memorial, at an average cost of £910 (40% of the total cost), followed
by catering (18% of the total cost), limousine hire (14%) and venue hire (11%). Source: SunLife (2020). Cost of
Dying.

71 SunLife (2020) Cost of Dying.

72 Referred to as at-need funerals or funerals at the point of need in this document, where we seek to contrast
these types of funerals with funerals purchased as part of a funeral plan. We refer to them simply as funerals
elsewhere.
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2.34

2.35

There were 46,340 sales of pre-paid plans in 2002 rising to 210,700 sales in
2016. Pre-paid plan sales declined in every subsequent year to 165,200 sales
in 2019.73 In 2018, redemptions of pre-paid plans accounted for around 16%
of all funerals.

Our Market Investigation consumer survey showed that people who
purchased a funeral at the point of need (rather than through a pre-paid plan)
paid for it in a number of ways, as set out in Table 1 below. The most
common means of payment was with money left by/inherited from the
deceased person (34%) followed by personal savings (21%).

Table 1: How the funeral was paid for

Money left behind/inherited from the deceased 34
Personal savings 21
Personal savings of another family member 12
Credit card 10

Credit card of another family member

Cash, cheque or insurance policy from unspecified source
Bank/building society/credit union loan

Bank/building society/credit union loan in name of another family member
Cash (source not specified/unclear)

DWP Funeral Expenses Payment

Cheque (source not specified/unclear)

Insurance policy (source not specified/unclear)

Grant or loan from charity

Crowdfunding

Another way

Prefer not to say/don’t know/can’t remember

ORAaAaaaaaapNNWwWwhD

Source: Market Investigation consumer survey, Tables 193-195, Question FDadd1. Base: All UK adults 18+ involved in making
at-need burial or cremation arrangements since J/A/S/O 2018 who used a funeral director (n=279). Prompted; multiple

response.

Cultural and faith differences

2.36

2.37

Culture and faith can have a bearing on a number of aspects of the funeral,
including whether a burial or cremation is required. For example, Hindu and
Sikh funerals are almost exclusively cremations, whereas some religions,
such as the Muslim and Jewish faiths, only allow burial.

A number of faiths, eg Hindu, Sikh, Muslim, require a facility for the family to
wash and dress the deceased at the funeral director’s premises. Some faiths
and customs require the deceased to rest in church or at home prior to the
funeral service. Taking the deceased home to rest before the funeral is also
more common in certain geographic areas.” A number of faiths require
evening or overnight vigils.

73 Funeral Planning Authority - Statistics
74 One funeral director in Northern Ireland noted this is the norm there, although this is starting to change within
some towns. This is also linked to a greater demand for the deceased to be viewed.
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2.38

2.39

2.40

2.41

2.42

2.43

2.44

Some faiths require the funeral to take place within a particular time frame —
for example, for Muslim and Jewish funerals it is not unusual for the deceased
person to be buried within 24 hours of their death. Such time pressures are
discussed further in Section 3.

The Catholic Bishops Conference of England and Wales submitted that, ‘We
are aware that the rituals and rites of a Catholic funeral may lead to a higher
cost than a non-religious funeral. For example, if one has a Reception of the
body into the church the night before, there will be an additional cost from the
funeral director to transport the coffin to the church.’ In contrast, internal
documents from a Large funeral director indicate that, in general ‘Muslim,
Hindu and Sikh funerals are the most simple to service’.

Many faith groups (such as Sikh, Muslim and Jewish) provide various levels of
funding for funerals in their local community.

We were told by a funeral director that local faith leaders may have influence,
to varying degrees, over the choice of funeral director which the family may
choose, and that generally speaking, there may be a propensity for families to
use providers who share their own faith, culture and/or country of origin.

In some faith groups, the community may run its own funeral services, and
this is more likely in Jewish and Muslim communities. We were told that most
mosques have their own facilities, including mortuaries. Similarly, it was
submitted that ‘in areas of larger Muslim communities mosques will provide a
lot of the funeral services or have a chosen partner for funerals or many
synagogues have contracted a funeral director to provide a prescribed
package for their members for a fixed fee.” On a visit to the Gardens of Peace
(the largest dedicated cemetery for Muslims in the UK) we were informed that
the local Mosque will typically be involved in the funeral arrangement.
Kensington and Chelsea Citizens Advice also noted that ‘procedures can be
managed by the temple, synagogue or mosque, who are used to taking
charge.’”

It has been observed by one funeral director that, particularly within Northern
Ireland, funeral directors are strongly chosen along religious lines, with
different funeral directors serving the Protestant and Roman Catholic
communities even in small towns.

In Section 3, we discuss the impact of increasing secularisation on funerals.

75 Kensington and Chelsea Citizens Advice response to the Interim Report.
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Funeral poverty

Funeral poverty debate

2.45 In 2014, Royal London Mutual Insurance Society Limited (Royal London)
published its first National Funeral Cost Index,’® shining a spotlight on the
issue of ‘funeral poverty’. It reported that one in five respondents in its
research said they had struggled to meet funeral costs, meaning that ‘across
the UK there are around 110,000 people facing funeral poverty each year’
with a total level of funeral debt of £142 million, based on average debt of
£1,300 faced by respondents who struggled to meet funeral costs.

2.46 Concerns about funeral poverty started to form part of the political agenda
around 2015 and were widely reported in the media.

2.47 In April 2015, the BBC warned of a ‘funeral time bomb’,”” following publication
of a report by the International Longevity Centre’® which noted that soaring
funeral costs, combined with pressure on funeral services caused by rising
numbers of deaths and a lack of financial planning by people for funeral costs,
would lead to a growing number of families struggling with funeral bills. In
November 2015, another BBC report focused on the rise of public health
funerals and related cost to local authorities.”®

2.48 In December 2015, the Work and Pensions Committee launched an inquiry
into funeral poverty, Social Fund funeral payments and bereavement
benefits.® It published its report on the inquiry in March 2016,8"
recommending (amongst other matters) that the UK government should follow
the lead of the Scottish Government and conduct a cross-Departmental
review of burials, cremations and funerals to ‘look to make recommendations
that have a long-term impact on funeral inflation and work to reduce funeral
poverty.’8?

2.49 In June 2015 Citizens Advice Scotland (CAS) published its Cost of Saying
Goodbye report® addressing the rising and varying cost of funerals in

76 Royal London (2014). Are We Losing the Plot? ... National Funeral Cost Index Report.

77 BBC News Warning of ‘funeral time bomb’ in UK as population ages.

78 The International Longevity Centre — UK: The funeral time bomb.

79 BBC news ‘Paupers’ funerals’ cost councils £1.7m.

80 Work and Pensions Committee Bereavement benefits inquiry launched.

81 Work and Pensions Committee Support for the bereaved Ninth Report of Session 2015-16.

82 The Minister for Family Support, Housing and Child Maintenance wrote to the Chair of the Work and Pensions
Committee on 24 May 2018, outlining the steps government had taken to date in response: Letter to Frank Field
MP from Kit Malthouse MP, dated 24 May 2018.

83 The Cost of Saying Goodbye 2015. Citizens Advice published its first research paper the subject of funeral
costs in June 2014.
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Scotland, evidencing the increasing number of people who struggled to pay
for basic funerals. This was followed by a further report® and, in 2016, a
Scottish Government National Conference on Funeral Poverty that led to a
range of policy initiatives with a focus on funeral affordability. The Scottish
Government published its Funeral Costs Plan in August 2017.85 This set out a
range of actions that the Scottish Government was taking to tackle funeral
poverty.

Scale and impact of funeral poverty

2.50 Inits 2019 National Funeral Cost Index Report, Royal London calculated that
funeral poverty across the country had risen 12% to £147 million
demonstrating that ‘the scale of the problem shows no sign of slowing
down.’86 The report indicated that the shortfall for those who struggle to pay
for a funeral has increased from £1,744 to £1,990 — ‘an all-time high’. It also
recorded that 73,935 people struggled to pay for a funeral in 2018. However,
in its 2020 report, Royal London reported that the amount of debt taken on by
people who struggle to meet the cost of a funeral had reduced from £1,990 to
£1,751. It calculated that funeral poverty had decreased by 42.7% to
£82.7m.%"

2.51 Inits 2019 report, Royal London noted that ‘social pressure to give loved ones
“a good send-off” (considered further in Section 3) appears to be driving lower
income households to spend a disproportionate amount on funerals and reject
the concept of a low-cost alternative to a traditional funeral.’® Royal London
also reported that more people elect to take on debt rather than compromise
on the funeral they choose. In its 2020 report, Royal London noted that only
8% of respondents chose cheaper options as a way of managing funeral debt,
down from 12% the previous year.8°

2.52 SunLife’s 2020 Cost of Dying report found that for 12% of families, finding the
money to pay caused them notable financial problems. Of these,16% paid the

84 A report was commissioned by the Cabinet Secretary for Social Justice, Communities and Pensioners’ rights in
October 2015, to allow for work on funeral poverty to progress alongside the development of a new Scottish
funeral payment, following the transfer of powers under the Scotland Bill. Funeral Poverty in Scotland.

85 Funeral costs plan.

86 Royal London (2019). Change on the Horizon? ... National Funeral Cost Index Report.

87 The Impact of Covid-19 on Funerals. National Funeral Cost Index Report 2020 (Royal London, 2020), page 18.
Royal London states: ‘With the combined effect of fewer people taking on debt, at a lower rate, and a lower death
rate in 2019 (which we use to calculate the scale of funeral poverty) we calculate that funeral poverty has
decreased by 42.7% this year to £82.7m.’

88 Royal London (2019). Change on the Horizon? ... National Funeral Cost Index Report

89 The Impact of Covid-19 on Funerals. National Funeral Cost Index Report 2020 (Royal London, 2020), page 18.
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2.53

2.54

2.55

funeral director in instalments, 15% sold their belongings, 10% got a loan, 8%
applied for a government grant.®°

At a roundtable held in Edinburgh, we were told by one attendee that funeral
debt is not decreasing. The attendee described people taking out payday
loans, paying for the funeral on credit cards, having to use a food bank and
selling family jewellery as a consequence of paying for a funeral. It was
suggested that some of the toughest situations they had seen involved people
who are not eligible for funeral support payments — those on low incomes,
perhaps on zero-hours contracts, with no qualifying benefits. In addition, we
heard that when they are eligible for a payment, people do not necessarily
know what level of payment they will receive. At the roundtable, we were also
told that people eligible for a funeral payment may not, in any case, want a
low-cost funeral.®’

We were told by Quaker Social Action®? that there can sometimes be a
‘poverty premium’ added, with those known by funeral directors to have
restricted means sometimes asked to pay all of the deposit upfront, when their
more affluent counterparts are not asked to do s0.%® Quaker Social Action
also noted that some of the lower cost funeral packages require all of the
money upfront: “This can sometimes leave customers with the uncomfortable
choice of whether to choose a lower cost option overall, but pay it within a
short timeframe, or take on a more expensive funeral, but pay less initially and
more over the course of time.” These points were also made at the Edinburgh
roundtable.

Quaker Social Action also suggested that customers on lower incomes may
not be able to pay the remaining bill within the prescribed time since they may
be making Social Fund Funeral Payment or charitable application claims.
Quaker Social Action noted that ‘this means they are at the mercy of the
funeral director to be flexible about this, or allow a payment plan, though this
is rarely discussed openly before the funeral. Unfortunately, adding interest
and extra charges does not always act as an ‘incentive’ for those on low
incomes to pay, but just keeps them in debt, and in poverty for longer.’

90 SunLife (2020). Cost of Dying.

91 Summary of roundtable discussion held in Edinburgh on 27 June 2019, involving organisations whose role is to
support the bereaved and/or provide advice to people in Scotland.

92 Quaker Social Action is a charity that supports people on low incomes, including providing to support to people
who struggle with funeral costs: Introducing Quaker Social Action

93 Quaker Social Action response to the Issues Statement.
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Government support for funeral costs

2.56 In England and Wales, the government’s Funeral Expenses Payment, paid
from the regulated Social Fund,®* helps pay for certain costs for people in
receipt of qualifying benefits and who meet the eligibility criteria. Any
payments made by the Department for Works and Pensions (DWP) towards
funeral costs are recoverable from the estate of the deceased, if there are
sufficient funds.® The payment covers: burial fees or cremation fees,
including the cost of the doctor’s certificate; travel to arrange or go to the
funeral; the cost of moving the body within the UK, if it is being moved more
than 50 miles; death certificates or other documents. In addition, people who
are eligible can get up to £1,000% for any other funeral expenses, such as
funeral director’s fees, flowers or the coffin. In Northern Ireland, the Funeral
Expenses Payment confers the same benefits.®”

2.57 In Scotland, in 2019, the Funeral Expense Assistance, known as the ‘Funeral
Support Payment’ replaced the Funeral Expenses Payment.®® The payment
will usually cover the cost of burial or cremation. In addition, people can get a
payment of £1,000 to put towards any other funeral costs — such as the
funeral service or funeral car. Help towards travel costs to the funeral is also
included. Payment towards the cost of death certificates and medical
certificates may also be made.®?

2.58 During 2018-19, the government spent £44 million (2017-18: £37 million) on
Funeral Expenses Payments, £0.1 million was recovered and £41 million was
written off the total Funeral Expenses Payments debt as there was no estate
to recover from.'% The average payment in 2017-18 was £1,461.7%" In
January 2019, the Scottish Government estimated that around 4,400 people

94 Section 138(1) of the Social Security Contributions and Benefits Act (SSCBA) 1992 enables payments of
prescribed amounts to be made out of the Social Fund to meet, in defined circumstances, maternity and funeral
expenses. The Funeral Expenses Payment is subject to the Departmental Expenditure Limit.

95 Get help with funeral costs (Funeral Expenses Payment).

9% |f the person died on or after 8 April 2020. Prior to this, the cap was £700.

97 Funeral Expenses Payment

98 The Scotland Act 2016 devolves responsibility for funeral payments — together with all other elements of the
regulated social fund — to the Scottish Parliament. In a policy note accompanying the Funeral Expense
Assistance (Scotland) Regulations 2019, the Scottish Government notes that its decision to widen eligibility and
make other changes to improve the benefit for Funeral Expenses Assistance compared to the DWP Funeral
Expenses Payment is expected to support people who would otherwise receive no support at all under the UK
government system. It notes that this will reduce the number of families facing debt as a result of arranging a
funeral they cannot afford.

99 Funeral Support Payment

100 Corporate report - Social Fund account 2018 to 2019.

101 parliament Written Question 162525 Funeral costs.
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would receive a Funeral Expense Payment during the first full year of
operation, resulting in expenditure of over £6 million in the first year.102

The Social Fund Funeral Expenses Payment has been the subject of criticism
over the years. Concerns centred on: the adequacy of payments (in particular
the £700 cap which was in place from 2003 to April 2020); eligibility criteria;
application process and processing; and unpredictability. %3

In 2017, following a consultation, the government set out a number of
changes to the scheme, including: not deducting from the funeral expenses
award certain contributions received towards the cost of a funeral; extending
the claim period from 3 to 6 months; allowing applicants to submit evidence
electronically to speed up the processing of claims and get decisions to
claimants sooner.'%41% The government rejected calls to review the overall
Social Fund Funeral Payment so that it more accurately reflects the increased
cost of funerals.'% However, the cap was raised in England and Wales in
2020 (and similarly in Northern Ireland).

At its hearing on 26 June 2019, the NAFD said ‘funerals would remain
unaffordable for the poorest, unless there was a reform of the Social Fund
Funeral Payment'. It noted that, based on a survey of its members, people
who are eligible for the payment would typically have a shortfall of about
£1,181 for the cost of a simple funeral, excluding third-party disbursements.
The NAFD also told us that funeral directors ‘were often taking on a
considerable amount of work for which they received no payment, and/or
were amassing considerable amounts of debt they would never recover.’ 1%’

We were provided with examples of people going into debt because of a
shortfall between the financial support awarded by government and the cost
of a funeral; funeral directors charging higher deposits for people applying for
the Funeral Expenses Payment, including asking for all payment upfront, and
of someone being told that they need a funeral date before they could apply
for the payment. None of the funeral directors that person went to would give
a date unless he paid third-party costs first.

102 See policy note accompanying the Funeral Expense Assistance (Scotland) Regulations 2019

103 See eg Social Fund Funeral Payments and Briefing Paper Social Fund Funeral Payments

104 Department for Work and Pensions, November 2017, Reforms to the Funeral Expenses Payment Scheme —
consultation response; Press release Claiming a Funeral Payment to be made easier.

105 An equivalent consultation was launched in Northern Ireland by the Department for Communities in 2017.

106 Regulations enabling the changes came into force on 2 April 2018.

107 Summary of hearing with the NAFD held on 26 June 2019. Since this hearing, the government raised the level
for other funeral expenses from £700 to £1000.
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In July 2019 the DWP changed its policy to allow claims to be submitted with
an estimated funeral date, rather than a confirmed date, provided other key
information is supplied.'%® Families are also now able to supply a funeral
director contract as an indication of funeral cost in advance of a funeral, rather
than a final invoice, after the funeral.'®® The NAFD said it remained
concerned, however, that social fund applicants must commit to paying for
funerals well ahead of a determination about their eligibility being made.

At a roundtable in Cardiff, we were told that poverty was causing an increase
in the number of public health funerals.''® The participant flagged increasing
income poverty amongst pensioners."

In 2019 it was reported that 275 local authorities spent over £5 million on
public health funerals in the 12 months to April 2018. The amount spent by
local authorities on public health funerals in 2017-18 increased by 3.5%,
compared with the previous year, based on those councils that provided
figures for both years. 2

We are aware of a number of local authorities which have arrangements with
local funeral directors to give their local residents access to funeral services at
a negotiated rate below typical local prices.''® A few are long established
(Nottingham and Cardiff have operated schemes since the mid-1990s); others
are a more recent response to concerns about funeral poverty. A number of
local authorities have told us that they are actively considering whether, and
how, to introduce such schemes in future.

We recognise the widespread concerns about funeral poverty that have been
raised with us in the course of our investigation and welcome the
government’s recent actions to improve the process and increase the
payment from £700 to £1,000 from April 2020.

108 Press release Bereaved families to receive funeral payments quicker

109 [bid.

10 A Local Authority has a duty to cremate or bury a person found dead in its area where no suitable
arrangements will otherwise be made. Such arrangements are typically described as ‘public health funerals’: s46
Public Health (Control of Disease) Act 1984 covers England & Wales; s92 Public Health etc. (Scotland) Act 2008;
and s25 Welfare Services Act (Northern Ireland) 1971.

"1 Summary of roundtable discussion held in Cardiff on 27 June 2019

"2 Paupers' funerals cost UK councils nearly £5.4m in a year. Report based on Freedom of Information request.
3 We understand that eligibility requirements for schemes are typically that the deceased was a current (or
recent) local authority resident.
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Structure of the industry

Overview

2.68 At the centre of the funerals industry are funeral directors, who are typically
the only point of contact for people seeking to organise a funeral. They
operate as an intermediary for the crematoria, cemeteries, officiants and
medical referees and pass on the costs associated with these suppliers’

activities, as ‘disbursement costs’, to the customer.

2.69 Figure 7 shows what range of services funeral directors, crematorium
operators and direct cremation specialists offer to people seeking to organise
a funeral, from collection of the deceased through to committal.

Figure 7: Services and suppliers involved in the organisation of a funeral
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2.70 To fully understand the way in which the industry operates today, it is useful to
start with its commercial development, alongside the rapid expansion of cities

in Victorian Britain.

47



Development of the funeral director industry

2.71

2.72

Funeral directors were essentially family firms until the early years of the 20t
century: this model of enterprise was ideally suited to this industry because
continuity of a trading name and stability were key to maintaining personal
contacts in the community, thus generating additional work from
recommendations. The co-operative movement became involved in the
supply of funerals in the 1920s, as an extension of the co-operative societies’
role in providing death benefits to their members. By 1995, the industry
remained fragmented, although a number of larger funeral director firms had
emerged through a series of mergers and acquisitions, and the co-operative
societies collectively had gained just over 25% share of supply (some of them
having merged). In 1994, the American funeral business, Service Corporation
International (SCI), entered the UK by acquiring two firms, which together had
520 branches and a share of supply of around 14%. Following a management
buy-out by the UK board in 2001, SCI's holdings in the UK were floated on the
London Stock Exchange as Dignity in 2004.114

Despite these changes, the funeral director industry remains fragmented, with
many family-owned and managed firms continuing to operate in this sector.
We consider current ownership structures in the sector from paragraph 2.84.
We have analysed the membership databases of the two trade associations
representing funeral directors and have estimated that together they account
for 1,386 funeral directors, operating 5,231 branches.''® In addition, some
funeral directors are not registered with either association. Although there is
no authoritative source of information on the number of funeral directors
operating in the UK, we have seen an unpublished report estimating that
overall in 2017 there were 6,955 funeral director branches in the UK. We also
purchased a dataset of funeral directors in the UK, which listed 6,168
branches as open, operated by 2,294 companies as of August 2019."16

"4 This paragraph is based on The Evolution of the British Funeral Industry in the 20t Century, Brian Parsons,

2018.

15 To produce this estimate, we have removed duplications resulting from membership to both associations by
some funeral directors.

118 The dataset, purchased from GTS (a consultancy business), contains records for a total of 6,497 branches.
Note, through data cleaning, the number of open branches is slightly reduced when compared with the raw
purchased dataset.
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Key players in the funeral director industry

2.73 Of the three largest suppliers, Co-op has an estimated 17% share of the UK
funerals branch network and Dignity 13%, while Funeral Partners has a share
of 3%.117

2.74 Co-op and Dignity’s shares (by volume) have been relatively stable (with a
very small decrease) over the period 2013 to 2018, while Funeral Partners
has nearly doubled its share over the same period. '8

2.75 Co-op generated revenue from the provision of funeral director services'"® of
£274m, from 96,104 funerals conducted by 1,053 branches in 2018. Since
2016, Co-op has pursued a growth strategy centred on opening new funeral
director branches, refurbishing and rationalising the existing branch network
and repositioning its prices and services.

2.76 In 2018, Dignity carried out 72,300 funerals, generating revenue from the
provision of funeral director services of £214m out of 831 funeral branches.'?°

2.77 The third largest supplier, Funeral Partners, was established in 2007, and has
expanded principally through acquisitions. In 2018, it generated funeral
services revenue of £38m and operated 178 funeral homes.

2.78 Alongside Co-op, there are also 10 independent co-operative societies (the
regional co-ops), the three largest of which are Central England Co-operative
Limited (Central England Co-op), The Midcounties Co-operative Limited
(Midcounties Co-op) and The Southern Co-operative Limited (Southern Co-
op), offering funeral director services. The independent societies account for
circa 330 funeral homes and a reported estimated combined share of 6%.

2.79 The rest of the industry is made up of a long tail of small firms, many of which
have only one branch. Among them, there are also a few companies with a
regional coverage, the largest of which being: Beverley Funerals Ltd
(Beverley Funerals); A.W. Lymn The Family Funeral Service Limited (A.W.
Lymn); William Purves (Funeral Directors) Limited (William Purves); Lodge

"7 Calculations of market share are based on 2018 information per the dataset from GTS combined with the
branch numbers shared by each of the three largest firms.

8 This is based on the number of funerals performed by each funeral director as a percentage of the total
deaths recorded in the UK for each year as reported by the Office for National Statistics - Deaths by single year
of age tables - UK. The shares include both pre-paid and at-need funerals.

9 This is the revenue generated from the provision of funeral director services only, excluding disbursement and
other revenue. Disbursement revenue is that generated from the sale of disbursements (eg cremations and
burials). Disbursements are generally ‘pass-through’ meaning that the revenue earned, and the cost incurred, are
equal. However, there are some instances where margins are earned on disbursements. Other revenue is
revenue earned from other funeral-related activities which are not directly the provision of funeral director
services (eg masonry).

120 Dignity Annual Report 2019.
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Bros. (Funerals) Limited (Lodge Brothers); C.P.J. Field & Co. Limited (C.P.J.
Field); and Alan Greenwood & Sons Limited (Alan Greenwood):

(@)

(b)

(c)

(d)

(e)

()

Beverley Funerals is based in the Yorkshire and The Humber region and
operated 36 branches at the end of 2018. In 2018 the firm generated
£[e<]m in revenue from the provision of funeral director services and
provided [¢<] funerals.

A.W. Lymn is based in the East Midlands, with 27 branches at the end of
2018. The firm generated £[¢<]m of revenue from the provision of funeral
director services in 2018 and provided [¢<] funerals.

William Purves is largely based in Scotland, with a smaller number of
branches in the North East region. In total, the firm operated 31 branches
at the end of 2018 and generated £[¢<]m of revenue from the provision of
funeral director services from [¢<] funerals.

Lodge Brothers operates in London and the South East and operated 41
branches at the end of 2018. The firm generated revenue from the
provision of funeral director services of £[¢<]m from [<] funerals in the
same year.

C.P.J. Field is located in the South East, operating 39 branches at the end
of 2018. Revenues from the provision of funeral director services of
£[e<]m were earned in 2018 from the provision of [¢<] funerals.

Alan Greenwood also operates in London and the South East, with 28
branches at the end of 2018. The firm earned £[<]m total revenue from
[¥<] funerals.?"

Combined, these six firms account for approximately 3% of the supply of
funeral director services based on 2018 funeral volumes.

Using the purchased dataset (see paragraph 2.72), Table 2 provides further
detail on the make-up of the funeral director industry in the UK for the three
largest funeral directors, regional co-ops and smaller funeral directors
grouped by the number of branches they operate.’??

121 [<].

22 Though we consider it unlikely that GTS’s dataset captures every funeral director company or branch, we
consider this dataset to be the best available source of this sort of data. Additionally, there are small differences
between the number of branches in GTS’s dataset which the larger companies operate and the number of
branches these parties have told us they operate (as set out from paragraph 2.72). This may be due to
inconsistencies in the time period to which the numbers relate. See Appendix G for details.
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2.82 Table 2 shows that the majority of the funeral director industry is made up of
small companies, many of which (74%) have only one branch. Additionally,
the table shows that the three Largest funeral directors, regional co-ops and
smaller funeral directors with at least 20 branches, operate a large percentage
of the funeral director branches in the UK (44%).

Table 2: Branch and company statistics by Largest three, regional co-ops and smaller funeral
director branch chain size, as of August 2019

Number of

branches

Largest three 2,085

Regional Co-ops 402
Others with:

- at least 20 branches 202

- 10 to 19 branches 176

- 51t0 9 branches 376

- 2 to 4 branches 1,228

-1 branch 1,699

Proportion of all Number of Proportion of all
branches (%) companies companies (%)
33.8 3 0.1

6.5 11 0.5

3.3 6 0.3

2.9 14 0.6

6.1 62 27

19.9 499 21.8

27.5 1,699 741

Source: CMA Analysis of GrowThink Solutions Ltd (GTS) data.
Notes: Based on 2,294 companies operating 6,168 branches identified as open. Two of the regional co-ops have fewer than 5

branches.

2.83 For the purpose of our analysis, we have categorised funeral directors by

number of branches,

as set out in Table 3 below, unless indicated otherwise

elsewhere in this report.

Table 3: CMA categorisation of funeral directors by number of branches

“The Largest” “Other Large” “The Large” “‘the smaller”'?®
Co-op Central England Co-op Co-op
Dignity Midcounties Co-op Dignity
Funeral Partners East of England Co-op Funeral Partners
Southern Co-op Central England Co-op
Lodge Brothers Midcounties Co-op

CPJ Field East of England Co-op All other funeral

Beverley Funerals Southern Co-op directors
A W Lymn Lodge Brothers
Alan Greenwood and Sons CPJ Field
William Purves Beverley Funerals
A W Lymn

Alan Greenwood and Sons
William Purves

Source: CMA calculation of branch numbers based on parties’ responses to information requests

Ownership structure of funeral director firms

2.84 As noted at paragraph 2.71, the funeral director industry has seen changes in
ownership structures in recent times. The industry currently comprises four
main structures: listed company; co-operative; private equity owned; and
family owned/sole traders.

123 In Section 7 we refer to a specific sample of smaller funeral directors as “the Smaller” funeral directors. This
sample of Smaller funeral directors is used in our profitability and pricing analysis.
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2.85

(a) The only listed company in the UK funerals industry is Dignity plc, which
listed on the London Stock Exchange on 8 April 2004.

(b) Co-op is a co-operative meaning it is owned by individual members and
other co-operatives. As noted above, there are a large number of regional
co-operatives throughout the UK also operating in the funerals industry.

(c) A small number of firms, including Funeral Partners, are private equity
owned.

(d) The large maijority of funeral directors in the UK continue to operate either
as family owned companies or individual sole traders.

The majority of funeral director firms focus on the provision of funeral director
services only, alongside other related businesses such as masonry. A few
firms, however, are vertically integrated and also engage in the provision of
crematoria services. Dignity is one such example, providing both funeral
director and crematoria services. Co-op previously provided crematoria
services but exited the market in 2016, now focusing on the provision of
funeral director services within the funerals market.

Assets utilised by funeral director firms

2.86

2.87

2.88

2.89

The biggest source of cost for a funeral director business is its staff
(comprising mainly people who focus on arranging and directing funerals;
drivers and pall bearers), which can account for around half of the cost of a
funeral. But there are also some key assets employed by funeral directors,
with property and vehicle costs being the next largest costs to the firm in
providing a funeral.

Buildings will generally be funeral homes and mortuaries and will contain key
assets such as refrigeration facilities.

Many firms will own the buildings in which they operate, but others will opt to
lease properties. Smaller independent family firms may use their buildings
both for the purposes of the business, but also as the family residential home.
Often, smaller firms own their properties and the buildings have been in the
business for generations.

A firm’s vehicle fleet will generally be made up of hearses, limousines and
vans (used as private ambulances). While many firms will own or lease a
vehicle fleet which is unique to that business, others will use third-party rental
agreements, renting vehicles as and when required.
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2.90 The structure and size of the funeral director firm will have an impact on the
utilisation of assets within the business. For example, multi-branch firms may
share their vehicle fleet across various locations as needed.

Crematoria

Key players in the crematoria industry

2.91 As at 1 September 2019, there were 303 crematoria, operated by 184
separate entities in the UK. 124

2.92 The four largest providers of crematoria services in the UK (Dignity,
Westerleigh, Memoria and LCC have an estimated combined share of supply
of approximately 26%, based on volume of cremations.'? Based on value,
these firms have an estimated combined share of supply of approximately
31%.126

2.93 The largest operator, Dignity, operates 46 crematoria (five of which are
managed on behalf of, or in conjunction with, local authorities).’?” In 2018
Dignity generated revenues of £78m from cremations, memorials and
burials.'?® In 2018 Dignity carried out 65,200 cremations, a 14% share of
volumes in 2018."2°

2.94 \Westerleigh operates 34 crematoria (three of which are managed on behalf
of, or in conjunction with, local authorities).'3° Westerleigh carried out 41,573
cremations in 2018, generating revenues (from cremations and memorials
only) of £39m. Westerleigh had a share of 9% of volumes in 2018."31

2.95 Other significant providers include Memoria (11 crematoria) and LCC (6
crematoria). Memoria generated revenues of £8.7m from 11,251 cremations
in 2018, and LCC generated £6.7m from 8,210 cremations in 2018.

2.96 There are 23 crematoria operated by smaller private providers, some of whom
offer unattended services, for example, The Independent Family Funeral
Directors Limited (trading as Fosters Family Funeral Directors, referred to as

124 As of 12 October 2020 there were 307 crematoria, operated by 187 separate entities (ICCM website).

125 CMA analysis of Cremation Society data.

126 We have assumed all cremations are standard fee cremations. This therefore does not take into account the
level of reduced fee and unattended services, which may be different between providers.

127 Dignity stated it currently holds five local authority contracts: Emstrey Crematorium, Enfield Crematorium,
Weston-Super-Mare Crematorium, Rotherham Crematorium, and Stockport Crematorium.

128 Dignity Annual Report 2019.

29 CMA analysis of Cremation Society data

130 Westerleigh stated that it has contracts with three local authorities to manage the operations of crematoria:
Torbay Cemeteries and Crematoria, Forest Park Cemeteries and Crematoria, and Parndon Wood Cemetery and
Crematorium.

131 CMA analysis of Cremation Society data.
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Fosters in this report) and Pure Cremation Limited (Pure Cremation). There
are 162 local authorities operating 187 crematoria (61% of all crematoria).
Smaller private providers and local authorities tend to operate one
crematorium each but there are a number of these providers operating up to
three crematoria. Figure 8 shows the locations of all crematoria in operation
as at 1 September 2019.

Figure 8: Map of crematoria in the UK
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Source: CMA analysis of ICCM data

Ownership structure of crematoria

2.97 The crematoria industry is currently comprised of five main structures: listed
company; private equity owned; family owned; charity owned; and local
authority owned:
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2.98

(a) The only listed company in the UK crematoria industry is Dignity.

(b) Westerleigh is privately owned by Ontario Teachers’ Pension Plan and
Universities Superannuation Scheme, which acquired it in 2016. It was
founded in 1991.

(c) Memoria is a private, family owned, business which was incorporated in
2003.

(d) LCC is a public limited company. Its parent company and majority
shareholder is the Cremation Society of Great Britain, a registered charity
(referred to as the Cremation Society throughout this report).

(e) The majority of crematoria are operated by local authorities who have
traditionally operated crematoria alongside other bereavement services
(for example, cemeteries) in order to serve their local communities.

A number of crematoria are owned by funeral directors (ie they are ‘vertically
integrated’). Dignity is the largest private provider to be vertically integrated. In
addition, there are eight small private crematoria which are owned by a
funeral director branch/chain. We are aware of one independent crematorium
owned by a funeral director who will only conduct cremations from their own
funeral director branches.

Assets utilised by crematoria

2.99

Despite differences in structure, the key assets utilised by crematoria in the
provision of cremation services are largely consistent. The main assets
relevant to our analysis are tangible fixed assets, such as land, buildings and
cremator equipment. Typically, crematorium operators own the land, buildings
and crematorium equipment at their crematorium, however land and buildings
can both be leased.

Direct cremation providers

2.100 Direct cremation is offered by some funeral directors. Funeral directors may

contract with crematorium operators to conduct their direct cremations. [<]
conducts direct cremations on behalf of Co-op with whom it has an exclusive
agreement to provide the cremation and facilities for Co-op’s Cremation
Without Ceremony (CWC). [<] provides national coverage for Co-op in
England and Wales and provides a partner for coverage in other parts of the
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2.101

UK. If the funeral director has their own crematorium facilities they may use
these to conduct direct cremations (for example, Dignity).3?

A number of companies have been set up that specialise in the supply of
direct cremations. One example is Pure Cremation which was founded in
2015. In 2018, it carried out circa [¢<] direct cremations at crematoria owned
by [¢<] and [é<]. Pure Cremation opened a crematorium in 2019. Its standard
service to customers includes the collection and storage of the deceased,
completion of paperwork, provision of a simple coffin, transport of the
deceased to the crematorium and return of the ashes. Customers have the
option to attend the cremation and to purchase a casket or urn. In 2016,
Memoria set up Memoria Low Cost Funeral Limited. Memoria offers three
fixed price direct cremation options: a direct option (unattended cremation
without a service'®3), a contemporary option (cremation with memorial service
at any crematorium in England, Scotland or Wales'**) and a traditional
affordable funeral service (a flexible package which allows for the addition of a
range of services eg, viewing, provision of celebrant).’3®

The role of comparison websites and online directories

2.102

2.103

Comparison websites and online directories specialising in funerals have
emerged in recent years. '3 While SAIF noted that ‘price comparison websites
are proliferating and their reach is growing’, consultants undertaking a
strategic review for a Large funeral director in 2019 noted that ‘Online brokers
and comparison websites are nascent in this market and may not be well
placed to succeed due to the personalised nature of the service’.

Evidence suggests that usage of comparison websites is low. Our Market
Investigation consumer survey found that a very small proportion (5%) of
respondents found out about the funeral director they used through an
internet search with a search engine/browser and 1% through a price
comparison website (PCW). This is consistent with findings from Royal
London who reported that only 1% of consumers it surveyed used a funeral

132 Dignity’s Simplicity Cremations are conducted at Dignity crematoria: ‘A Simplicity Cremation is available ...
through our nationwide network of offices and crematoriums.’ (What is a Simplicity cremation?).

133 Includes collection of the deceased in a suitable vehicle, provision of a standard coffin, cremated remains
scattered in the Garden of Remembrance or returned to the customer.

134 Includes a memorial service of typically 30 minutes’ duration, at a time of the customers choosing, subject to
availability.

135 | ow cost funerals

36 SAIF response to the Statement of Scope, page 15.
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cost comparison website.'3” We consider trends in use of the internet in
Section 3.

2.104 Comparison website models vary: for example, some provide comparisons
between simple funerals, others allow for the selection and comparison of
different packages, some also provide itemised quotes. A number allow
customers to leave reviews and/or rate the funeral director’s services.
Examples of such comparison websites include About the Funeral, 138
Beyond,'3% and Your Funeral Choice.'#°

2.105 These websites do not generally charge people looking for a funeral director
to use their comparison services, but they have adopted different models for
generating revenue from the funeral directors listed on the websites. Some
charge funeral directors a commission or percentage of the funeral director’s
professional fees for each referral; others charge a fixed fee/subscription; and
some charge for the provision of additional services.

2.106 There are also a number of online directories which allow people to search for
a funeral director. Examples include: Funeral Guide (previously known as
Funeral Zone); "' Localfuneral.co.uk,'#? and the NAFD’s Funeral Directory,
which was launched in 2019.143

Regulation

2.107 The following paragraphs describe the regulatory and self-regulatory
frameworks within the funerals industry, covering:

(a) The requirement to register a death in each nation, and the paperwork
necessary for enabling a burial or cremation;

(b) the role of the coroner and Procurator Fiscal;

(c) the regulatory and self-regulatory landscape for funeral directors; the
outcomes of previous reviews of the industry; the evolution of the
‘simple/basic’ funeral; and

187 The Impact of Covid-19 on Funerals. National Funeral Cost Index Report 2020 (Royal London, 2020), page

18.

138 www.aboutthefuneral.com/ operated by About the Funeral Limited.

139 pbeyond.life/ operated by Funeralbooker Limited.

140 www.yourfuneralchoice.com/ - operated by Funeral Advisor Limited.

141 www.funeralguide.co.uk/ operated by Funeral Zone Limited. Dignity’s 2019 Annual report and accounts note
that, at 28 December 2018 and 27 December 2019 the Group had a 23.8 per cent investment in Funeral Zone

(page 129).

142 |ocalfuneral.co.uk operated by Golden Charter Services Limited.

143 Funeral directory.
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2.108

(d) the regulatory landscape for crematoria, including the rules on cost
recovery that apply to local authorities.

Each of the above is supplemented by more detailed information, and source
references, in Appendix B.144

The process of registering a death and applying for cremation

2.109

2.110

2.111

2.112

Every death in England and Wales must be certified by a registered medical
practitioner (RMP) as to the cause of death and registered within five days,
unless there is to be a coroner’s post-mortem or an inquest. Having received
sufficient particulars about the death, the registrar will then issue a certificate
as to cause of death (Medical Certificate of Cause of Death). Once the death
is registered a Certificate for Burial or Cremation (‘green form’) is issued. This
certificate enables a burial or cremation to go ahead. If the body is being
disposed of via cremation, a cremation application needs to be completed
which authorises the cremation to take place.

If the body is being disposed of via cremation, a cremation application needs
to be completed which authorises the cremation to take place. Unless the
death has been referred to the coroner, this involves a second RMP
completing a Confirmatory Medical Certificate. 4

The Coroners and Justice Act 2009 introduced provision for deaths in
England and Wales not investigated by a coroner to be scrutinised by an
independent ‘medical examiner’. The reforms have not yet been fully
implemented. From April 2019, the NHS has rolled out a non-statutory
scheme on a phased basis to give greater scrutiny of death certificates. 146

Scotland has its own regime and formalities for the certification and
registration of deaths. In Scotland, a RMP who was attending the deceased
during their last illness must, within seven days (or such other period, not
being less than two days) after the death of the person, transmit to a ‘qualified
informant’, or to the district registrar for a registration district, a certificate
stating to the best of their knowledge and belief the cause of death. The death
must be registered with 8 days from the date of death. On registration of a
death the registrar gives the registrant a certificate that the death has been
registered.

44 Note that this section and Appendix B do not reflect any changes to the regulatory framework brought about
by COVID-19, eg changes to death registration.

145 Under the Cremation (England and Wales) Regulations 2008.

146 National Medical Examiner’'s good practice guidelines, January 2020.
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2.113 Northern Ireland also has its own regime for certification and registration of
death. When a person dies of any natural illness for which they have been
treated by a RMP within 28 days prior to the date of death, that RMP must
sign and give a certificated of cause of death to a qualified informant. A death
must be registered within five days of death, together with the cause of death.
The registrar will then provide a certificate of registration.

Coroners and Procurator Fiscal

2.114 A coroner is an independent judicial office holder, appointed by a local
authority to investigate certain deaths in England and Wales. Coroners
investigate deaths that have been reported to them if they think that:

e The death was violent or unnatural;
e the cause of death is unknown; or,

e the person died in prison police custody or another type of state
detention.

When a death is reported to a coroner, they:
e Decide whether an investigation is needed; and (if it is)

e investigate to establish the identity of the person who has died; how,
when and where they died; and any information they need to register
the death; and

e use information discovered during the investigation to help prevent
other deaths.

2.115 A death may be reported to the coroner by different people, such as the
police, prison officers, the registrar of births and deaths, doctors or a hospital.
When a death is reported, the coroner first carries out enquiries to see if they
can find the cause of death quickly. If they can, and the death was due to
natural causes, in most cases the coroner has no further role. If the cause of
death is still not known, or appears unnatural or violent, the coroner
investigates to find out the cause of death. This may include a post-mortem. If
the cause of death is unknown or the death was violent or unnatural, the
coroner needs to hold an inquest. ™’

147 Ministry of Justice, Guide to coroner services for bereaved people.
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2.116

2117

In Northern Ireland, coroners inquire into deaths reported to them that appear
to be unexpected or unexplained, as a result of violence, an accident, as a
result of negligence, from any cause other than natural illness or disease. The
coroner will seek to establish the cause of death and will make inquiries
necessary to do this, eg ordering a post-mortem examination, obtaining
witness statements and medical records, and holding an inquest.

In Scotland, if a death is sudden, suspicious, accidental or unexplained at
common law it must be reported to the Procurator Fiscal. The Procurator
Fiscal then decides what further action will be taken, if any. The Lord
Advocate decides if it is in the public interest for an inquiry to be held into the
circumstances of a death which was sudden, suspicious or unexplained, or
occurred in circumstances giving rise to serious public concern. Where an
inquiry is held, the Procurator Fiscal must investigate the circumstances of the
death and arrange for the inquiry to be held. An inquiry is conducted by a
sheriff.

Regulatory and self-regulatory landscape for funeral directors

2.118

2.119

2.120

The activities of funeral directors are not regulated in England, Wales and
Northern Ireland.'*® There is, however, a broader regulatory framework
relevant to the sector, covering issues such as health and safety and the
regulation of public mortuaries. The broader regulatory framework is
described in more detail in Appendix B.

A regulatory regime is being introduced in Scotland. The Burial and Cremation
(Scotland) Act 2016 (the 2016 Act) was passed by the Scottish Parliament in
March 2016 and provides the statutory framework to appoint Inspectors of
Funeral Directors. In its 2015 Policy Memorandum to the Bill, the Scottish
Government stated that regulation of the funeral industry ‘will address current
concerns that there are few formal requirements to operate as a funeral
director and that there is little independent scrutiny of funeral directors.’'4°

The first Inspector of Funeral Directors was appointed in July 2017. Ministers
requested that, over a two-year period, the Inspector carry out a critical
appraisal of the work of funeral directors to make recommendations, including
as to a future regulatory landscape, including whether licensing should be
introduced into the sector.’® On 23 August 2019, the Scottish Government
accepted the Inspector of Funeral Director's recommendation to develop a

148 Funeral directors are subject to a range of generally applicable laws, including health and safety and public
health law.

149 Burial and Cremation (Scotland) Bill Policy Memorandum.

150 Inspector of Funeral Directors Annual Report, 2017-18.
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2.121

2.122

2.123

licensing scheme for funeral directors’ businesses. In December 2020 the
Scottish Government announced the appointment of a Senior Inspector of
Burial, Cremation and Funeral Directors and an Inspector of Burial, Cremation
and Funeral Directors as a first step in the process of creating a funeral
industry inspectorate in Scotland. Additional Inspectors of Burial, Cremation
and Funeral Directors will be appointed in 2021.

In June 2019, the Scottish Government published for formal consultation a
draft statutory Code of Practice for Funeral Directors (the Code). When it
comes into force, the Code will set standards and be used as the basis for
conducting inspections and making enforcement decisions.

In May 2019, the Scottish Government published ‘Guidance on funeral costs’
under section 98 of the 2016 Act. The guidance provides recommendations to
burial authorities, cremation authorities, funeral directors, and local
authorities. In respect of funeral directors, the guidance sets out good practice
in relation to transparency of pricing, helping clients understand costs,
provision of estimates and final bills, and making information about lower-cost
funeral options available. It is distinct from the Code of Practice.

Further details on the regime in Scotland are set out in Appendix B.

Self-regulation and voluntary initiatives

2.124

2.125

2.126

There is no obligation for a funeral director to belong to any trade association
in the UK. However, many funeral directors are members of one or more trade
associations, voluntarily agreeing to abide by their codes of practice which set
certain conduct and service standards.

There are two main trade associations: The NAFD and SAIF. Both set
standards of conduct and service through their codes, provide access to
independent dispute resolution, carry out inspections of their members’
premises, provide practical guidance to members and access to training and
funeral director qualifications. Based on the overall numbers of funeral
directors and branches in the UK set out in paragraph 2.72, we estimate that
between them, their membership represents between 75% and 85% of funeral
director branches. As at August 2020, the NAFD had 4103 members and
SAIF had 967 members plus 9 probationary members.

Details of the trade associations’ code of practice requirements are set out at
a high level in Appendix B. We note the following recent developments:

(a) The NAFD has indicated that it is taking steps to improve the
transparency and comparability of pricing information, having committed
to requiring its members to make their pricing information available online
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in 2020."%" On 15 October 2020 the NAFD launched a new code for its
members, The Funeral Director Code, which is based on a set of
mandatory principles and outcomes. Providing online pricing information,
including on the NAFD'’s funeral-directory.co.uk website, features in the
code.’®? The NAFD told us that the Code is based very closely on the
draft code that was proposed by the Funeral Service Consumer
Standards Review (FSCSR) (see paragraph 2.129). The NAFD has
commissioned a review of its quality assurance framework to inform the
design of a new approach to inspections and monitoring quality and
standards.®® The NAFD is also planning to set up an arms-length body to
oversee compliance with standards. %

(b) SAIF indicated that it is committed to calling on all its members to display
an agreed set of prices online, and in October 2020 SAIF updated its
Code of Practice to introduce a provision mandating this.’>> SAIF said that
its members would be required to display prices relating to simple funeral
and unattended cremation or burial on their website or digital platform by
31 March 2021 as a minimum.'5¢ |t has been in discussion with trading
standards about establishing a Primary Authority relationship to quality
control funeral services. SAIF has also indicated that it will be
implementing risk-based inspections this year.

(c) More generally, both the NAFD and SAIF are involved with the FSCSR
(acting as joint Secretariat) and have indicated they will sign-up to the
FSCSR Code of Practice.

2.127 We consider the operation of the trade associations codes of practice and
inspection regimes at paragraph 7.75, at paragraphs 7.96 to 7.101, and in
Appendix B.

51 The NAFD has indicated that it intends to require all NAFD members to make some pricing information
available to consumers online, in a format similar to the ‘Key Information Form’ that the Funeral Service
Consumer Standards Review consulted on earlier in 2019. The version of the KIF the NAFD intends to adopt and
use on its funeral-directory.co.uk will enable firms to link directly to their own online price lists so that consumers
can arrange bespoke funerals, but this information will not be included on the platform itself.

152 NAFD Funeral Director Code, updated 15 October 2020.

153 NAFD response to PDR, page 25.

154 NAFD response to PDR, page 18; NAFD response to Working Papers, 12 June 2020.

155 SAIF response to Working Papers, 12 June 2020. Section 4.3 of the updated Code of Practice states:
“Members must display either on their own website or on another open digital platform prices for a minimum of
two funeral formats, including an unattended cremation or burial service (direct funeral) and a simple funeral. It
must be made clear that any services supplied which are not covered in an estimate may incur additional
charges, with details provided upon request.”

156 Summary of SAIF hearing, 8 October 2020, paragraph 13.
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2.128

2.129

2.130

2.131

Funeral Service Consumer Standards Review

In November 2018, the FSCSR was established by the funerals industry with
a view to improving quality, standards and outcomes for funeral service
consumers. The FSCSR’s published aims are to:

(a) Produce a comprehensive codified set of minimum standards for the
profession, to be presented to the government as a proposed starting
point for future regulation and recommended for immediate adoption by
both major trade associations.

(b) Propose a method of monitoring and encouraging compliance with these
minimum standards, to be presented to the government and
recommended for implementation by both major trade associations.

(c) Torecommend a set of rules and guidance for funeral service providers to
adopt with a view to improving consumers’ ability to usefully compare
services offered by differed providers. In particular, the FSCSR will
consider how transparency in relation to services offered, the standard of
those services and pricing could be improved.

In November 2019, the FSCSR published for consultation a draft Code of
Practice for funeral directors. The Code contains two mandatory provisions,
the Code Principles and the Outcomes, and non-mandatory indicative
behaviours.'” The Code Principles define the fundamental ethical and
professional standards expected of funeral directors when providing funeral
services. The Outcomes describe what funeral directors are expected to
achieve in order to comply with the Code, including in terms of caring for the
client and caring for the deceased.

In February 2020, the FSCSR launched the second phase of consultation
which contained proposals on how to improve the consumer experience of
transparency and standards within the funeral sector.'58

On 23 March 2020 the chair of the FSCSR announced that work on the
FSCSR would be temporarily suspended so that the funeral sector can focus
on tackling the serious challenges posed by the coronavirus pandemic.'® On
30 July the FSCSR Steering Committee met to discuss the next steps for the
project, in light of the challenges posed by the pandemic.'®® The Committee
agreed some changes to the draft FSCSR code, including the strengthening

157 FSCSR launches first phase of consultation.

58 FSCSR Launches second phase of consultation.

159 FSCSR put on hold to enable sector to deal with pandemic.
160 Steering Committee meets to discuss next steps.
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2.132

2.133

of two of the Code’s mandatory principles. The FSCSR website notes ‘that the
Committee did not yet feel comfortable resuming the consultation process it
suspended earlier in the year'.

Fair Funerals Pledge

As part of its initiative to address funeral poverty, Quaker Social Action
encouraged funeral directors to sign up to the Fair Funerals Pledge, part of its
Fair Funerals campaign, thereby committing to help people find funerals that
are within their means, and to be transparent about their most affordable
options. Quaker Social Action estimates that over 1,700 UK funeral branches
had signed the pledge by September 2019.'6" The Fair Funerals Pledge was
relaunched in 2020, after the Fair Funerals campaign ended. The relaunched
pledge asks funeral directors across the UK to make the following voluntary
commitment:

e We will help people to find funerals that are within their means.

e We will be open about the price of our services, including third-party costs:
— Ininitial conversations
— Within our price lists
— On our website

e We will be open about the amount of any deposit we require, and when
this and the final balance are required:

— Ininitial conversations
— Within our price lists

— On our website.

Good Funeral Guide

The Good Funeral Guide, a not-for-profit social enterprise company, is
dedicated to supporting, empowering and representing the interests of dying
and bereaved people living in the UK. It operates an accreditation scheme for
funeral directors and undertakes visits to firms that it reviews and

161 Fair Funerals About Us.
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recommends on its website. It lists just under 200 branches of the companies
that have chosen to seek accreditation.’?

Previous investigations

2.134 The Office of Fair Trading (OFT) published reports into the funerals industry in
1989 and 2001."%* Recommendations from both reports focused primarily on
increasing transparency (of price and ownership information) and the
provision of better information, by industry and third parties, to help inform
choice. Prior to this, in 1976, the Secretary of State for Prices and Consumer
Protection asked the Director General of Fair Trading to negotiate a code of
practice with the NAFD to ensure that people were given a written estimate,
that a basic funeral was made available, and that its price was displayed in a
prominent position in the funeral director’s premises.

2.135 Both of the OFT’s reports examined the operation of industry codes of
practice.'® In 2001, having ruled out recommending new legislation as ‘a
disproportionate solution’, the OFT suggested that consumer safeguards
could best be achieved by building on the OFT’s Consumer Codes Approval
Scheme initiative (CCAS)'%5 for encouraging trade associations to develop
robust industry codes of practice. In 2003, both the NAFD and SAIF sought to
obtain OFT approval for their codes under CCAS. However, the NAFD told us
it reached a stalemate position and SAIF advised that a compatible solution
could not be found between CCAS and SAIF."% The specific
recommendations made by the OFT are set out in Appendix B.

2.136 As noted in paragraph 2.134, in 1976 the government (the Commission for
Prices and Consumer Protection) asked the Director General of the OFT to
negotiate a code of practice with the NAFD. The code was launched in 1979
and one of its main features was that ‘clients who require it should be offered
a “basic simple funeral™. In its 1989 report on the industry, the OFT said:

The elements comprising the NAFD’s basic simple funeral are
those of the traditional British funeral, but are more than is

62 Good Funeral Guide response to CMA statement of scope and website.

163 Funerals published in 1989, and A report of the OFT inquiry into the funerals industry 2001 (OFT346).

64 In 1989, the OFT focused on the operation of the NAFD’s code of practice. In 2001, the OFT focused on the
codes of practice operated by the NAFD, SAIF and the Funeral Standards Council.

165 The CCAS is now operated by the Chartered Trading Standards Institute.

166 The NAFD told us ‘it undertook a lot of work to ensure its Code of Practice would meet all of the criteria set by
the CCAS scheme. However, the requirements were changed a number of times, reaching a point at which the
NAFD could simply no longer meet the criteria, specifically in relation to the introduction of a requirement for
trade associations to effectively underwrite any members whose business failed while in possession of client
disbursement payments for funerals that had not yet taken place.” SAIF said that it worked with the CCAS on a
complaint redress service that CCAS would host. However, the operational costs for administering the scheme
and insurance fund was disproportionate to the scale of complaints across the sector.
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absolutely necessary ... The NAFD should redefine the
specification of the basic simple funeral in its code of practice so
that it provides the minimum service necessary. It should be
marketed under an unambiguous name ... The NAFD’s public
relations programme should emphasise the availability of the
basic simple funeral for those who prefer it.’

2.137 Inits 2001 report the OFT commented further on this issue:

‘People arranging funerals are generally not aware of costs. Once
they have entered a funeral director’s premises they rarely make
efforts to find the prices offered by other firms. The basic funeral
should provide a yardstick against which comparisons can be
made, yet it does not appear to be fulfilling its intended role. This
is partly due to a failure by funeral firms to present it as a valid
option, but also because it does not appear to provide the sort of
service which most people want.’

2.138 SAIF’s recently updated code of practice states that ‘it is a requirement of
SAIF membership to offer a simple funeral.’'®” This is defined as follows:

‘Making all necessary arrangements for a funeral service with
mourners present and providing professional advice.

Removal of the deceased to a suitable resting place within a 10-
mile radius within normal working hours.

Provision of a coffin and conveyance by hearse direct to a local
cemetery or crematorium.

Providing appropriate staff.
All necessary disbursements.’68

2.139 In 2014 the NAFD removed from its code of practice the requirement for its
members to have a price for a Simple Funeral. It explained that it removed
this for several reasons, including that:

e |t was largely based on a white, Christian funeral service, which would
not be suitable for some religious and cultural minorities.

67SAIF Code of Practice, paragraph 4.2.
168 |bid., paragraph 4.2 and 12.5.

66


https://saif.org.uk/about-saif/what-we-do/code-of-practice-oct-2020-with-logo/

2.140

e Prior to 2014 it was regularly observed that families did not want or like
the idea of their loved one having a ‘simple’ (basic) funeral, with a
social stigma felt in relation to limited service options.

However, the NAFD has created a ‘simple funeral style’ set of parameters to
allow its members to provide more easily comparable information for its online
platform, funeral-directory.co.uk.'%°

Crematoria

Local authority charging for crematoria services

2.141

2.142

2.143

As explained in paragraph 2.96, most crematoria are operated by local
authorities. However, local authorities are not obliged to provide crematoria
services, which are therefore categorized as ‘discretionary services’. In its
submission in response to the Market Study Statement of Scope, the Local
Government Association noted that powers contained in the Local
Government Act 2003 provide the ability for local authorities in England and
Wales to charge for discretionary services on a cost recovery basis.'”© In
Scotland, the legislation provides for local authorities to charge such fees as
they see fit.

The power of local authorities in England and Wales to charge for
discretionary services is subject to a duty to do so on a ‘cost recovery basis’ —
ie to ensure that the charges are set on the basis that income from these
charges does not exceed the costs of providing the services. (This is in order
to stop local authorities using this charging power as a general revenue-
raising power.) However, subject to this limitation, the Act allows an authority
flexibility to set charges as it thinks fit, to charge only some persons and not
others for providing a service, and to charge different persons different
amounts for the provision of a service. The Secretary of State (in relation to
England) and the Welsh Ministers (in relation to Wales) have issued Guidance
Notes.

The same general principle, that local authorities can only make charges as
authorised by legislation, and for the purposes specified in the relevant
legislation, applies in Northern Ireland and Scotland as it does in England and
Wales. The discretionary power of Scottish local authorities to charge such
cremation fees as they ‘think fit’ does not allow authorities to use this power
as a general revenue-raising measure.

169 NAFD response to the Statement of Scope.
170 |ocal Government Association response to the CMA Statement of Scope.
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2.144 Further detail on the legal basis for charging in each nation of the UK is
provided in Appendix B.

Main legislation applicable to crematoria
2.145 The main legislation on cremation in the four nations of the UK is as follows:

(a) In England and Wales, the Cremation Act 1902 (the 1902 Act), the
Cremation Act 1952, and the Cremation (England and Wales) Regulations
2008.71

(b) In Northern Ireland, Part 6 of the Local Government (Miscellaneous
Provisions) (Northern Ireland) Order 1985 (at present the only
crematorium in Northern Ireland is located in Belfast).

(c) In Scotland, the Burial and Cremation (Scotland) Act 2016 (the 2016 Act),
the Cremation (Scotland) Regulations 1935 and the Cremation (Scotland)
Regulations 2019.172

Inspector of crematoria in Scotland

2.146 An Inspector of Crematoria was appointed in Scotland in 2015 under the
Cremation (Scotland) Regulations 1935. This was one of 64
recommendations made in the Report of the Infant Cremation Commission
headed by Lord Bonomy, which was published in 2014. As noted in paragraph
2.120, in December 2020 the Scottish Government announced the
appointment of a Senior Inspector of Burial, Cremation and Funeral Directors
and an Inspector of Burial, Cremation and Funeral Directors as a first step in
the process of creating a funeral industry inspectorate in Scotland.

Construction of crematoria

2.147 The 1902 Act contains restrictions on where a crematorium may be
constructed in England and Wales. Section 5 of this Act states that, ‘No
crematorium shall be constructed nearer to any dwelling-house than two
hundred yards, except with the consent, in writing of the owner, lessee and
occupier of such house, nor within fifty yards of any public highway, nor in the
consecrated part of the burial ground of any burial authority’. The London
County Council (General Powers) Act 1935, s.64 reduced this limit to 100

71 See Appendix B, paragraph 86 and 87.
72 See Appendix B, paragraphs 88.
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yards in the case of crematoria built by London borough councils, and
disapplied it in relation to new dwelling-houses.

2.148 The statutory restrictions regarding proximity to dwelling-houses and
highways no longer apply in Scotland or Northern Ireland.'”3

2.149 In Scotland, the Policy Memorandum to the 2016 Act notes that the Scottish
Government was unconvinced that a minimum distance (ie as set out in
section 5 of the 1902 Act) was necessary, because its purpose was not clear
from the 1902 Act, and to the extent that this was linked to concerns relating
to emissions, this had been addressed through Scottish Environment
Protection Agency emission regulations. As such, the 2016 Act contains no
minimum distance, with the Scottish Government noting that it would rely on
the planning system to consider development applications for crematoria in
the general context of a given location, taking into account the development
plan and all ‘relevant material considerations’, such that land is used
efficiently, and new sites are not prevented unnecessarily.'74

2.150 All new crematoria across the UK require planning approval. Crematoria
providers are required to support their planning applications with evidence of
how the development will comply with planning rules and policies, including
demonstrating a local planning ‘need’ for new crematorium provision. This is
particularly important when proposing development in Green Belt areas where
it is necessary to prove that any harm from building on the Green Belt is
outweighed by other considerations, as set out in the National Planning Policy
Framework (NPPF).'7® The meaning of what may constitute a local ‘need’ for
a crematorium is explored further in Section 4 and Appendix B.

2.151 The NPPF sets out policy for England. Scotland, Wales and Northern Ireland
have their own national planning policies.'”® Green Belts exist in Scotland,
Wales and Northern Ireland, and development therein is similarly tightly
controlled.

2.152 The planning system is considered further in Appendix B.

73 The 2016 Act repealed the 1902 Act in respect of Scotland and did not reintroduce any provision equivalent to
section 5 of the 1902 Act; see the Burial and Cremation (Scotland) Act 2016, section 110 and Schedule 2. In
respect of Northern Ireland, see the Local Government (Miscellaneous Provisions) Northern Ireland Order 1985,
article 43 and Schedule 5.

174 Burial and Cremation (Scotland) Bill Policy Memorandum.

175 National Planning Policy Framework (July 2018).

178 For Scotland, see Scottish Planning Policy and the National Planning Framework 3. For Wales, see Planning
Policy Wales. For Northern Ireland, see the Regional Development Strategy and Strategic Planning Policy
Statement for Northern Ireland. Revised versions of some of these documents are currently being prepared.
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Environmental rules

2.153 Environmental rules'”” seek to control emissions, including those from
crematoria, and a permit is required to cremate human remains. The
Environmental Protection Act 1990 required crematoria to improve their
emissions performance by 1997. Mercury abatement equipment was required
to be fitted to crematoria to ensure that, by the end of 2012, 50% of all
cremation emissions were subject to abatement. All new crematoria since
2006 have had to fit mercury abatement equipment while existing crematoria
(mostly operated by local authorities) can choose to fit mercury abatement
equipment or to ‘burden share’'”® or choose a combination of both
approaches.

2.154 Further details on the above legislation pertaining to crematoria are set out in
Appendix B.

77 See Appendix B, paragraphs 102 to 105.

178 je provide a contribution to those crematoria that have fitted abatement equipment. CAMEO (the Crematoria
Abatement of Mercury Emissions Organisation) is a scheme under which crematorium operators who could
install abatement plant do so, and the cost is shared with those crematorium operators who could not install such
abatement equipment.
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3.1

3.2

3.3

3.4

3.5

How people choose a funeral

In this Section, we explore how people go about choosing a funeral director
and funeral. Buying funeral products and services is unlike other purchases
because of the unique set of circumstances and intrinsic challenges that most
people will face when having to make these decisions. It has been described
by a funeral director as, ‘the ultimate distress purchase ... made infrequently
by inexpert, emotionally vulnerable clients under time pressure ... Clients
don’t know what to expect, spend little time thinking about the provider and
feel under pressure to sort things quickly’.

This Section starts by exploring these unique circumstances before explaining
how they shape the decision-making process that people who organise a
funeral will tend to adopt.

It then considers how people’s attitudes and expectations around organising a
funeral have changed over time.

The Section draws in large part upon a review of academic literature that we
commissioned from NatCen'”® in late 2019, our own review of some of the
papers identified by NatCen and other academic research literature of
relevance to the Market Investigation; a quantitative consumer survey
commissioned for the Market Investigation (see Appendix C for additional
information on our research); 8% qualitative consumer research carried out in
the course of the Market Study;'8' direct testimony we received from people
who had organised a funeral; meetings and roundtables with a number of
experts in the fields of funerals research, palliative and end of life care and
support for the bereaved; and, submissions from funeral directors and others
who have shared with us their understanding of the bereaved.

We have also considered various pieces of consumer and customer research
that were submitted to us by funeral directors and crematorium operators. We
refer to them where appropriate and have set out our assessment of the
evidential weight of this research in Appendix C.

79 NatCen, an independent, non-profit social research agency, was commissioned by the CMA to undertake a
Rapid Evidence Assessment (REA) as part of the evidence-gathering for this market investigation (the Market
Investigation REA). The REA was conducted between December 2019 and March 2020 and was undertaken to
provide a structured and objective synthesis of literature relating to the impact (if any) of grief/bereavement on the
decision-making and purchasing behaviours of funeral consumers (those arranging an at-need funeral).

180 Market Investigation consumer survey; see: Funeral director tables and Crematoria tables.

81 Market Study consumer research.
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Vulnerability

3.6 In this Section we consider the extent to which people who organise funerals
are vulnerable. By “vulnerability”, we mean any situation in which an individual
may be unable to engage effectively in a market and, as a result, is at a
particularly high risk of not making the best choice available to them. In
particular, we explore the way in which the funerals market may be
characterised by ‘market-specific vulnerability’ in that ‘all of us can experience
a degree of vulnerability’ 82 given the circumstances surrounding the
organisation and purchase of a funeral, and this is due to a combination of
factors. Those factors are both contextual, and psychological due to the
impact of bereavement and grief and we discuss these in detail below. Further
discussion of the concept of market-specific vulnerability is set out in the
CMA'’s broader research and analysis on consumer vulnerability. 183

Circumstances of death and contextual factors

The circumstances in which a funeral is organised

3.7  The circumstances of death can affect the process of choosing a funeral
director. As noted by McManus and Schafer (2014), ‘The process of
organising a funeral depends on how and where [as well as when] a person
died’.'8

3.8  Research undertaken [<] for a Large funeral director ([¢<]) in 2018 noted that
each bereavement is a highly personal event, and behaviour is dictated by a
wide variety of factors — a mix of emotional and practical. This is consistent
with the academic literature which notes that decision-making in this context is
linked to our own experiences with death and iliness, with decisions based on
‘a complex mix of spiritual, emotional and social considerations’ (Lambert et
al., 2005).'8 Lambert’s paper also notes that the factors considered during
the decision-making process are oriented more toward the individual's
experiences and less towards contributions from objective sources than the
paper’s authors had anticipated.

82 As described in the CMA'’s research paper Consumer vulnerability: challenges and potential solutions, 28
February 2019.

183 |bid. The CMA's research highlights that ‘market-specific vulnerability’ is in contrast with ‘vulnerability
associated with personal characteristics’ such as physical disability, poor mental health or low incomes, which
may result in individuals with those characteristics facing particularly severe, persistent problems across markets.
84 McManus, R. and Schafer, C. (2014) Final arrangements: examining debt and distress. Mortality, 19(4): 379-
397.

85 ambert, H.C., McColl, M.A., Gilbert, J., Wong, J., Murray, G. and Shortt, S.E. (2005). Factors affecting long-
term-care residents' decision-making processes as they formulate advance directives. The Gerontologist, 45(5):
626-633.
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The place and circumstances of death

3.9

3.10

3.1

Whether a death is expected

One Large funeral director told us, “The context of a death can have a great
bearing on client behaviour, beginning with whether it was a sudden or
anticipated death’.

The death of a loved one is often expected. One in three respondents (33%)
to a 2018 survey carried out [¢<] for a Large funeral director ([¢<]) said they
had recently organised a funeral for someone whose death was sudden and
completely unexpected. However, 40% said the death had followed a short
period of illness and 27% that it had followed an extended period of iliness (ie,
for two-thirds of respondents, the death had been to some extent anticipated).
A survey commissioned by Co-op in 2018 found that ‘for half of those who've
suffered a bereavement of someone close to them in the past five years, it
was expected, whether that was due to age or iliness’. The report noted that,
‘whether the death was sudden (39%) or expected (50%) had a consequent
impact on the grieving process’. 86

Table 4 sets out the proportion of deaths by age group in the UK in 2018. This
indicates that people over the age of 60 account for 85% of male deaths and
91% of female deaths, with people up to the age of 40 accounting for 2.5% of
male deaths and 1.3% of female deaths.

Table 4: Proportion of deaths by age, UK 2018

%

Male Female

Oto5 0.60 0.50
6to 10 0.05 0.04
11to0 20 0.30 0.20
211040 2.50 1.30
41 to 60 11.00 7.00
61 to 80 41.00 31.00
80+ 44.00 60.00

Source: ONS Deaths by single year of age tables

3.12

Table 5 shows that the leading causes of death for many people between the
ages of 5 and 49 are sudden/unexpected deaths (ie suicide/injury or
poisoning of undetermined intent). Given the leading causes of death for
people over the age of 65, such as dementia and cancer, it is much more
likely that death will have been expected.

186 Co-op (2018). Making peace with death: National attitudes to death, dying and bereavement, page 8.
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Table 5: Leading causes of death by age, UK 2018

Male Female

80+ Dementia and Alzheimer disease Dementia and Alzheimer disease
65t0 79 Ischaemic heart disease Malignant neoplasm of trachea, bronchus and lung
50 to 64 Ischaemic heart disease Malignant neoplasm of trachea, bronchus and lung
351049 Accidental poisoning Malignant neoplasm of breast

20to 34 Suicide / injury or poisoning of undetermined intent Suicide / injury or poisoning of undetermined intent
5t0 19 Suicide / injury or poisoning of undetermined intent Suicide / injury or poisoning of undetermined intent
1t04 Congenital malformations, deformations Congenital malformations, deformations

Source: ONS Leading causes of death, UK: 2001 to 2018

3.13

3.14

3.15

In cases where a death is expected, a choice of funeral director may have
been made before death and potentially communicated to a family member,
friend or a care provider. 13% of respondents to the Market Investigation
consumer survey told us they had not compared the services of different
funeral directors because the deceased, at some point in advance, had made
their wishes known about which one to use.'®” We have also been told that
when end of life plans are put in place for people who have moved into a
nursing home or hospice, the plan might include details of a preferred funeral
director. Some care providers told us that they ask residents on admission
whether they already have a preferred funeral director, although the
percentage of people who do name one appears to vary across care homes
(discussed further in Appendix D). However, the majority of people do not
plan in advance and only engage with the funeral arrangement process once
a death has occurred. We consider the evidence on this at paragraphs 3.42
and 3.43.

When death is unexpected, this will tend to make the process of choosing a
funeral director harder. At its hearing, SAIF told us that, ‘In the case where a
sudden death had occurred, particularly a death of a young person, because
of the level of shock it may be several days before the family is in a position to
make any decisions. In such circumstances, they might seek advice from
friends, family or local GP for guidance’.'8 This is further illustrated by case
studies from the Market Study consumer research where immediate relatives
of the deceased were too shocked to make decisions, instead relying on other
relatives to do so.'®°

We were also told that unexpected or sudden deaths can leave the bereaved
very vulnerable because they have little time to prepare and may feel under

187 Market Investigation consumer survey, Tables 40-42, Question FD1+FD2 (SUMMARY). Base: all UK adults
18+ involved in making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral
director (n=279).

188 Summary of hearing with SAIF, 18 July 2019.

89 Market Study consumer research, case studies 3 and 5.
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3.16

3.17

3.18

3.19

pressure to say goodbye in a more lavish way, through the arrangements they
make, because they have not said goodbye in person. '

The involvement of a coroner

In certain circumstances (as described in Section 2 and Appendix B) a
coroner (or Procurator Fiscal in Scotland) may be required to investigate the
cause of death. In 2019, 40% of all registered deaths (in England and Wales)
were reported to the coroner. Of these, post-mortems were carried out in 39%
of cases, corresponding to 16% of all registered deaths in England and Wales
in 2019. The coroner has temporary legal control of the body while they are
carrying out their investigations.'®

In some situations involving the coroner or Procurator Fiscal, families may
have some additional time to choose a funeral director while the coroner
undertakes their investigation, irrespective of any post-mortem: the Coroners’
Society of England & Wales states that coroners’ enquiries are generally
completed very quickly and usually within the same or next working day, but
notes that they sometimes do take longer.'®2 Dignity advises that if a death is
reported to a coroner, there is usually a delay of one or two days before the
death can be registered'%® and Co-op said that in [coroners] cases, the family
of the deceased has some time to consider what they would like to do before
they are committed to a choice of funeral director. The government’s guide to
coroner services for the bereaved states that, [T]he coroner will usually let
you have the body for burial or cremation once they have carried out their first
enquiries. You can make funeral arrangements once this has happened.’'%*
SAIF indicated that the time taken by the coroner to investigate cases is
increasing. '

In any event, there is no indication from the evidence we have seen, including
in our Market Investigation consumer survey,'% to suggest that the behaviour
of these families — for example, with regard to their propensity to compare
funeral directors, or to switch funeral director — differs from those where the
death is not reported to the coroner.

Since deaths involving the coroner are more likely to be unexpected, and
potentially traumatic (for example, if violent or unnatural), this may negate

190 Quaker Social Action response to the Issues Statement.

191 CMA calculation based on ONS statistics: Coroners Statistics 2019 (England and Wales).

192 The Coroners' Society of England & Wales.

193 The Coroner and their role.

94 Ministry of Justice, A Guide to coroner services for bereaved people.

195 Although it noted that this does not preclude funeral arrangements being made during that period.

196 Source: CMA analysis of consumer survey dataset. We note, however, that the analysis we can undertake for
these respondents is limited by the small sub-group size, and the findings are indicative only (n=32).
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some of the benefits of additional time, as the bereaved are likely to be
particularly negatively affected by the death (as illustrated in paragraph 3.14).

3.20 We consider the implications of funeral directors collecting the deceased on
behalf of the coroner/Procurator Fiscal in Section 5.

The place of death

3.21 As a proportion of all deaths, 45% occur in hospitals, 24% at home, 22% in
care homes and 6% in hospices. ¥’

3.22 The place of death can have a bearing on when, and how quickly, people
choose a funeral director. We consider this further in the next section.

Impact of contextual factors on decision-making

3.23 The evidence demonstrates that contextual factors will have an impact on an
individual's choice and purchasing behaviours.

3.24 The factors considered below are:
(a) Relationship with the deceased;
(b) time pressures;
(c) other conflicting priorities;
(d) lack of knowledge; and

(e) social pressures.

Relationship with the deceased

3.25 The Market Study consumer research found that the most important factor for
all respondents in making funeral arrangements was the wishes of the

97 Public Health England Palliative and End of Life Care Profiles for 2018. Public Health England’s Classification
of place of death guide defines a ‘care home’ as including residential and nursing homes, run privately, by the
NHS or by local authorities; ‘hospice’ includes many charitably funded independent hospices, such as Sue Ryder
homes and Marie Curie Centres, and specialist palliative care centres. The guide notes that some hospices are
located within NHS hospitals, which may not be clearly identified on the death certificate, in such circumstances
the place of death is usually recorded as ‘hospital’. Also, hospices increasingly work in the community, but
information on who was caring for the patient at the end of their life is not recorded on the death certificate. The
guide states that, as a result, mortality statistics underestimate the true number of people who receive hospice
care at the end of their life.
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3.26

3.27

3.28

deceased, where these were known: ‘the need to follow the wishes of the
deceased was universally respected, without question’.%8

In practice, however, the extent to which the bereaved can do this is often
limited because all of the deceased’s wishes may not be known. Against a
pre-specified list of potential preferences, SunLife found'® that less than
three in five (58%) of those it surveyed knew whether their loved one wanted
a burial or cremation. Fewer still said they knew the deceased'’s preferred
funeral director (26%), coffin type (13%) or flowers (11%), or who their loved
one would want to be invited to the funeral (12%); less than 1% of people felt
they knew all their loved one’s wishes in regard to the preferences listed.

This suggests that many people will have to second-guess what the deceased
would have wanted, and having to make decisions ‘on behalf of’ the deceased
may make the bereaved risk-averse and more likely to err towards more
expensive options.?% To illustrate, in our Market Study consumer research
some elements of the funeral — such as a car for the family, the quality of the
coffin or flowers — were perceived to be negotiable by a large number of
respondents, if they felt they had the tacit permission of the deceased to drop
them, or if the bereaved agreed this would best reflect the wishes of the
deceased. The implication being that, if they had not felt they had tacit
permission, or did not know the wishes of the deceased, such elements would
more likely be non-negotiable.?°! Further, the Market Study consumer
research noted that consumers are more likely to select lower-cost options if
they are actively encouraged to do so by the deceased.?%?

A majority of participants in the Market Study consumer research did not think
it would be appropriate to negotiate on cost: doing so would make them feel
and seem like a ‘cheapskate’, and it would reflect badly on both the arranger
(consumer) personally and the deceased and on the relationship between
them. Giving a loved one a ‘good send-off was regarded as a last duty of
care, where choosing cheap(er) options could be interpreted as not caring
and maybe disrespectful.??® The Market Investigation REA notes that
controlling costs of the funeral was perceived as ‘insulting to the deceased

198 Market Study consumer research, paragraph 4.1.1.

199 SunLife (2020). Cost of Dying, page 20.

200 This is similar to what Dionne-Odom et al (2015) describe as ‘uncertainty angst’ (a state of simply not knowing
what decision should be made). In the context of an intensive care unit, this was triggered in several cases by a
lack of clarity concerning the patient’s past instruction regarding their healthcare wishes. Dionne-Odom, J.N.,
Willis, D.G., Bakitas, M., Crandall, B. and Grace, P.J. (2015). Conceptualizing Surrogate Decision-Making at End
of Life in the Intensive Care Unit using Cognitive Task Analysis. Nursing Outlook, 63(3): 331-340.

201 Market Study consumer research, paragraph 4.1.1.

202 Market Study consumer research, paragraph 5.2.6.

203 Market Study consumer research, paragraph 4.4.18.
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3.29

and a sign to the community that the deceased was not valued’.2%
Woodthorpe (2017) notes that, “For those who struggle to afford a funeral,
there are considerable implications for determining how much to spend and
the way in which the funeral — and thus their relationships — will be judged”.?%

Literature exploring decision-making in the context of organ donation found
that the core perception informing decision-making was not knowledge of the
person’s wishes but the need to protect the ‘integrity and wholeness of their
relative’s body’. The drive to keep the deceased’s body ‘safe’ was reflected in
papers that directly explored the funerals industry. McManus and Schafer
(2014) argue that purchasing and arranging a funeral necessarily
encompasses a range of socio-economic processes, including to do the ‘best’
for the loved one.?% This is consistent with what we were told by funeral
directors on our site visits, ie that knowing the deceased’s body was ‘safe’ in
the funeral home was important to people.

Time pressures

3.30

3.31

3.32

NatCen reports that many bereaved individuals perceived that the funeral
must be undertaken ‘quickly’, limiting in-depth consideration of either selection
of a funeral package or provider.2%”

There is often some immediate time pressure related to moving the body from
the place of death, as well as some emotional desire to hold the funeral as
soon as practicably possible, as indicated by a large number of those who
participated in the Market Study consumer research.2%® Many of these
interviewees hoped the funeral would give them a sense of closure, so felt it
was important to arrange it for as soon as possible after the death.

In addition, some religions and cultures have specific criteria relating to the
timing of the burial and/or cremation. Some faiths require the funeral to take
place within a particular time frame, especially the Muslim and Jewish faiths
(where typically the funeral must take place within 24 hours) and to a lesser
extent the Sikh and Hindu faiths. There is also a cultural norm in Northern
Ireland for funerals to take place within three or four days of the death (which
applies to both Protestant and Roman Catholic funerals). Some participants in
the Market Study consumer research reported being under time pressure for

204 Market Investigation REA, paragraph 5.15.

205 Woodthorpe, K. (2017). Family and funerals: Taking a relational perspective, Death Studies, 41:9, 592-601,
DOI: 10.1080/07481187.2017.1325419, citing Woodthorpe, K. and Rumble, H. (2016). Funerals and families:
Locating death as a relational issue. British Journal of Sociology, 67(2).

206 Market Investigation REA, paragraph 5.15.

207 Market Investigation REA, paragraph 7.1.

208 Market Study consumer research.
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3.33

3.34

3.35

cultural reasons, where a particular religion or tradition dictated that the
deceased should be buried or cremated very quickly after the death.

Reflecting the demand to act quickly after a death, most funeral directors will
collect the deceased 24 hours a day, seven days a week.

We were told by A.\W. Lymn that ‘decisions with regard to the funeral are not
always made in a hurry or by people at a time when they are emotional’2%°
and we received other submissions to this effect.?'® However, we also
received submissions that highlighted the time pressures faced by people in
the immediate aftermath of a death:

(a) The Cremation Society said that, ‘In the immediate aftermath of a
bereavement bereaved people are not able to exercise the commercial
judgement they would exercise in normal circumstances. At a time of
great emotional upset they are having to make key decisions and are
under pressure time-wise, particularly if there are cultural/religious
aspects to consider’.2!"

(b) Quaker Social Action said that, “Time can be a pressure factor that leaves
customers unable to make informed choices’.?'?

(c) Kensington and Chelsea Citizens Advice said that, ‘Bereaved people
usually feel an urgency to book the funeral that discourages shopping
around’.2"3

(d) Beyond noted that, ‘The typical consumer is in an incredibly weak
purchasing position, based on: critical and time limited — there is not a
large amount of time to educate one’s self and make an informed choice
and the purchase cannot be delayed in most cases’.?'

(e) Co-op said that, “The days following death are a very difficult time and a
large number of decisions need to be made in a short period.’?'®

The place of death

As noted above, the place of death can have a bearing on when, and how
quickly, people choose a funeral director. The NAFD told us:

209 AW. Lymn The Family Funeral Service Limited response to Interim Report.
210 See paragraph 3.71.

211 Cremation Society response to the Issues Statement.

212 Quaker Social Action response to Issues Statement.

213 Kensington and Chelsea Citizens Advice response to Interim Report.

214 Beyond response to Statement of Scope.

215 Co-op response to Working Paper on Sales practices and transparency.
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‘The decision over which funeral director to contact is often made
at-need eg when a death has occurred or is expected imminently.
The person responsible for arranging the funeral may be at the
hospital with the person that has died or is dying, in a
bereavement office, at a hospice — or they may be at home, at
work, walking along the street — indeed almost anywhere. In the
case of a death in a hospice or nursing home, often there is a
requirement for the body to be collected quickly which hastens
the choice of funeral director. None of these places, the NAFD
would suggest, is the ideal place to be able to think clearly about
any immediate choices relating to the funeral.’2'®

3.36 As noted by the NAFD, and other parties, when the death occurs in a care
home or a hospice, an immediate removal of the deceased by a funeral
director is usually necessary, because these settings may have limited or no
body storage facilities.

3.37 We have heard from funeral customers that, if the choice of funeral director
has not been made in advance, the decision can be very time-pressured
when the death takes place in a care home or hospice.?'” For example, one
funeral customer was told by the hospice that her husband'’s body had to be
removed by 5pm the same day.

3.38 When a death takes place at home, although there is normally no legal
requirement (or even a hygiene reason) for immediate removal of the
deceased, this situation can place pressure on the family to contact a funeral
director about collecting the body (unless the removal is carried out by a
funeral director on behalf of a coroner in cases where they are involved).
Some participants in the Market Study consumer research reported being
under time pressure for practical reasons if the deceased’s body needed to be
moved quickly (typically if they died at home or in a care home).2'® We heard
from one funeral customer whose relative died at home during a hospital
home visit. The customer was told by the visiting ‘medical professional’ that
she was able to certify death and that the body had to be moved immediately
— the customer therefore felt under pressure to choose a funeral director with
insufficient time to make an informed choice.

216 NAFD response to the Statement of Scope.
217 As described by certain funeral customers we spoke to.
218 Market Study consumer research, paragraph 4.3.6.
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3.39 When the death occurs in hospital, or another care setting with body storage
facilities or a mortuary,?'® the bereaved may have a little more time to
consider their choice of funeral director. SAIF stated that if a death occurred in
hospital, the deceased would be cared for in the hospital mortuary until the
body was moved to the funeral director of the family’s choice.??° Funeral
Partners told us, ‘For deaths in hospital, there is arguably more time for
families to make their decision in relation to which funeral director to use,
since hospitals generally have mortuaries in order to store the deceased’.
However, Co-op said that [the statement that a consumer has more time if the
place of death is a hospital as they have their own mortuaries where the
deceased can be stored for longer] is not borne out in practice to a material
degree, since hospital mortuary capacity is increasingly constrained.

3.40 As illustrated in Table 6, our Market Investigation consumer survey indicates
that, where the person died in a hospital, the body was more than three times
more likely to be collected by a funeral director after three days had elapsed
than where the person had died either at home or in a care home/nursing
home/hospice.??! In over half of at-home deaths (n=47/86) and in two-fifths of
care home/nursing home/hospice deaths (n=25/57), the deceased was
collected within six hours. However, the deceased was only removed within
six hours in just one in ten hospital deaths (n=7/69).

219 The Human Tissue Authority noted that some hospitals have body storage facilities and do not have
mortuaries.

220 Summary of hearing with SAIF, 18 July 2019.

221 CMA analysis of consumer survey dataset.
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Table 6: Collection of the deceased by a funeral director

%

All* Homet Care home/ Hospital§
nursing home/
hospicet

1-2 hours 16 19 19 5
3-4 hours 11 17 5 5
4-6 hours 13 19 16 2
All within 6 hours 39 55 40 11
7-12 hours 5 7 5 6
All within 12 hours 44 62 44 18
13-24 hours 9 8 6 13
All within 24 hours 54 70 50 31
More than 24 hours up to 3 days 17 12 26 23
All within 3 days 71 81 77 53
4-5 days 4 2 3 10
6-7 days 5 1 3 8
8-10 days 2 2 - 6
More than 10 days < - 2 2
All more than 3 days 11 6 8 26
Don’t know/can’t remember 17 14 18 32
Refused 1 - -- -

Source: Market Investigation consumer survey.

* Base: 235 (all where a post-mortem/inquest was not required)

1 Base: 86 (nb frequencies shown as percentages, not Ns, for ease of comparison)

I Base: 57 [care home n=29; nursing home n=16; hospice n=12] (nb frequencies shown as percentages, not Ns, for ease of
comparison)

§ Base: 69 (nb frequencies shown as percentages, not Ns, for ease of comparison)

Alleviating time pressures through advance planning

3.41 In principle, the time pressures associated with choosing a funeral director
when death occurs in a care home, nursing home or hospice could be
avoided where the family selects a funeral director and informs the care
provider prior to death (such as in the circumstances outlined in paragraph
3.13). In practice, even if the family nominated a funeral director before death,
this is likely to have been done when the relative first moved into the care
setting.??? That decision is also likely to have been made urgently and may
have been extremely distressing for the family: the CMA’s Residential Care
Home market study found that, frequently, decisions on care are faced for the
first time following a sudden iliness, injury or loss of a carer, meaning they are
often made with urgency under extremely distressing circumstances.??® Bern-

222 An individual with experience and expertise in the care sector told us that most of the conversations which
care home staff have with people about funerals or about their funeral plans arise in the context of end of life care
and care plan arrangements, and that such conversations are likely to take place in the first couple of weeks after
someone is admitted into a care home.

223 CMA Care homes market study (2017).
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Klug (2005), reports that some family members found placing an elderly
relative in a long-term care facility more stressful than making life-sustaining
treatment decisions.??* In such circumstances, any choice of funeral director
is likely to have been made at a time of conflicting pressures and priorities.

3.42 lrrespective of whether the death was expected or not, some people may
have made their choice of funeral director in advance of their death, including
through a pre-paid funeral plan. Funeral Partners told us, ‘the choice of
funeral director in many instances will have been made prior to the death
occurring and when consumers are arguably much less emotionally
vulnerable’.??5 Further, as noted in paragraph 3.10, in most cases death is, to
some extent, anticipated. In principle, this could alleviate some of these time
pressures by allowing people to undertake advance research and planning.
However, the majority of people will not have planned in advance: SunLife
reported in its 2020 Cost of Dying report that only 26% of those surveyed?26
felt they knew who the preferred funeral director of their loved one was.??” We
also note that:

e In 2018, only 16% of funerals were funded through a pre-paid plan.??8

e Sales of pre-paid plans have plateaued. After several years of growth,
reaching a peak of 210,700 sales of pre-paid plans in 2016, sales
reduced in 2018 and 2019 to 177,000 and 165,200 respectively.??°

3.43 There are a number of reasons why people may not have made their choice
of funeral director in advance of their death:

(a) Even when the death is expected, the exact timing can be uncertain and
can be sooner than expected.

(b) The immediate period preceding the death may be too
busy/distressing/stressful to make arrangements.

(c) People may not wish to acknowledge the impending death. A small
funeral director ([<]) said that ‘most people cannot allow themselves to

224 Bern-Klug, M. (2008). The emotional context facing nursing home residents’ families: A call for role
reinforcement strategies from nursing homes and the community. Journal of the American Medical Directors
Association, 9(1): 36-44.

225 Funeral Partners’ response to the Issues Statement.

226 Base: UK adults who were responsible for planning a funeral and administering an estate in the last four years
(n=1,503).

227 SunLife (2020). Cost of Dying.

228 CMA calculation: based on number of UK deaths registered in 2018 and number of funeral plans redeemed in
2018 (FPA statistics).

229 Fyneral Planning Authority statistics.
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believe that the death has occurred until it has happened, even when they
know it is going to happen’.

(d) The taboo around talking about death. In a discussion on preparing for
death in Australia, Britain, Canada and the USA, Valentine and
Woodthorpe noted that, ‘In all cases, talking about death was reported to
be largely taboo’,2%° although at its hearing with us, SAIF told us that the
taboo around death is reducing and it is getting easier for people to talk
about what they want from a funeral.?3

3.44 Consequently, many people do not consider decisions about the funeral —
including which funeral director to approach — until after a death has occurred,
even if the death was anticipated.

Other confilicting priorities

3.45 As well as time pressures related to making funeral arrangements, there will
typically be competing urgent decisions to make following the death, for
example: how will the rent/mortgage and household bills be paid, how to get
access to bank and savings accounts, who will care for or support surviving
relatives etc.

3.46 The Market Investigation REA reports that, ‘... bereavement affects decision-
making capacity at times when an individual may need to deal with
immediate, unfamiliar demands’.2%? Blackburn and Bulsara (2018) state that
dealing with the volume and urgency of practical matters may compromise an
individual’s capacity to cope with their grief.33 The authors note that many
participants in their Australian study highlighted the impact on their
psychological and emotional state directly as a result of contending with
dealing with institutions. Some participants stated they felt they had to ‘hold
off’ on their grief so they could attend to practical matters as they struggled
with bureaucratic processes which demonstrated little compassion and
consideration for their unique circumstances.

3.47 Dr Kate Woodthorpe told us that there are significant implications when
someone, especially an income provider, dies.?3* She said that there are an

230 \alentine, C. and Woodthorpe, K. (2013). From the Cradle to the Grave: Funeral Welfare from an International
Perspective. Social Policy & Administration, 48(5), pp 515-536. DOI: 10.1111/spol.12018.

231 Summary of hearing with SAIF, 18 July 2019, paragraph 38.

232 Market Investigation REA, paragraph 5.13 (Gentry, Kennedy, Paul & Hill, 1995, cited by Aoun et al., 2019:
619).

233 Blackburn, P. and Bulsara, C. (2018). “l am tired of having to prove that my husband was dead.” Dealing with
practical matters in bereavement and the impact on the bereaved. Death Studies, 42(10):627-635.

234 Summary of meeting with Dr Kate Woodthorpe, 25 July 2019. Based on a presentation made to the CMA by
Dr Kate Woodthorpe, Senior Lecturer in Sociology, Centre for Death and Society, Department of Social and
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enormous number of considerations that were already compromising people’s
financial circumstances at the point they were making the purchase of a
funeral, and it could be that they had incurred considerable costs already, for
example, for travel and expenses of caring for someone. Dr Woodthorpe also
noted that such factors can result in significant levels of fatigue — both
emotional and financial.?3°

3.48 Such pressures may be exacerbated for certain individuals. Citizens Advice
Scotland submitted that there may be certain groups or individuals with other
characteristics that increase their vulnerability, ‘for example, those on low
incomes may be trying to balance affordability against providing a funeral they
consider dignified and respectful,’>*® thus compounding market-specific
vulnerability with vulnerability associated with personal characteristics.

Inexperienced purchasers with low or no knowledge of the funeral sector

3.49 A funeral is a high-cost purchase (see paragraph 2.18) which, for many
people, has not been made before, and for others only once or twice. The
Market Investigation consumer survey found that only 5% of all respondents
had been involved in making arrangements for an at-need funeral, using a
funeral director, since 2017.2%" Of these, 53% were first time arrangers. Co-op
told us that, it is a business built on repeat business, albeit you typically
organise two funerals in your lifetime, ten years apart’ and research carried
out [¢<] on behalf of a Large funeral director ([¢<]) noted that for most

Policy Sciences, University of Bath. Drawing on her own expertise and experience, and referencing the following
sources: Canning, L. and Szmigin, | (2010). ‘Death and disposal: The universal, environmental dilemma’, Journal
of Marketing Management, 26 (11-12): 1129-1142, DOI: 10.1080/0267257X.2010.509580; Gentry, J.W.,
Kennedy, P.F., Paul, K. and Hill, R.P. (1995). ‘The vulnerability of those grieving the death of a loved one:
implications for Public Policy’, Journal of Public Policy and Marketing, 14 (1): 128-142; Korai, B. and Souiden, N.
(2017). ‘Rethinking functionality and emotions in the service consumption process: the case of funeral services’,
Journal of Services Marketing, 31(3): 247-264, DOI: 10.1108/JSM-03-2015-0132; McManus, R. and Schafer, C.
(2014). ‘Final arrangements: examining debt and distress’, Mortality, 19 (4): 379-397, DOI:
10.1080/13576275.2014.948413; Office of Fair Trading (2001). The Psychology of Death: an exploration of the
impact of bereavement on the purchasers of ‘at need’ funerals (London: OFT); van Ryn. L., Meese. J., Arnold,
M., Nansen, B., Gibbs, M. and Kohn, T. (2019). ‘Managing the consumption of death and digital media: The
funeral director as market intermediary’, Death Studies, DOI: 10.1080/07481187.2018.1522387; Turley, D. and
O’Donohoe, S. (2017). ‘Mortality, morality and the marketplace: empathetic improvisation and the double duty of
care in service encounters with bereaved consumers’, Consumption Markets & Culture, 20 (5): 456-476, DOI:
10.1080/10253866.2017.1367679; Walter, T. (2017). ‘Bodies and ceremonies: is the UK funeral industry still fit
for purpose?’, Mortality, 22 (3): 194-208, DOI: 10.1080/13576275.2016.1205574; Woodthorpe, K. (2017). ‘Family
and funerals: Taking a relational perspective’, Death Studies, 41 (9): 592-601, DOI: 10.1080/07481187.2.

235 Summary of meeting with Dr Kate Woodthorpe, 25 July 2019.

236 Citizens Advice Scotland response to the Statement of Scope.

237 CMA analysis of consumer survey dataset. The survey found that 7% of all respondents (n=6,084) had
personally been involved in making the arrangements for a funeral since J/A/S/O 2017. Of these (n=461), 69%
(n=314, equivalent to 5% of all respondents) had arranged an ‘at-need’ funeral. Of these, 89% (n=279, equivalent
to 5% of all respondents) had used a funeral director.
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arrangers [ie funeral customers] this is only the first or second funeral they
have ever arranged.

3.50 The Market Investigation REA reports that for many individuals, the grief and
shock of any bereavement is compounded by lack of knowledge around the
process of planning and purchasing a funeral. In a qualitative study exploring
funeral poverty, Corden and Hirst (2015) found that some family members
emphasised that their inexperience in organising a funeral required them to
make decisions outside of any prior experience or knowledge. They may
never have attended a funeral previously, have no or low awareness of the
range of options that could be available and, as a result, were completely
reliant on the funeral director. McQuaid (2013) found that consumers were
unaware of how to go about arranging a funeral, unable to ‘assess the
competence’ of the funeral director to deliver appropriate services, or to infer
trustworthiness.?3® Woodthorpe (2017) notes that while there has been a shift
towards funerals that are ‘a coproduction between the funeral director and the
organizer’,?® ‘[nJonetheless ... there exists a clear mismatch of experience
between the organizer and the funeral director, as “as routine, ordinary, and
normalized as the ceremony is for the director, it is rather unique and
extraordinary for the clients™.240

3.51 A report produced for Dignity notes that, ‘Many people have little knowledge
of or experience of handling a body or arranging a funeral, making the
process disorientating and distressing’. The report notes that, ‘Not knowing
where to start, as a matter of course, [many adults] turn to a funeral
director’.?4!

3.52 The Market Study consumer research found that participants’ level of
knowledge of the funerals sector was generally very low.2*> Consumer

238 Market Investigation REA, paragraph 5.12, citing McQuaid, J. (2013). Mortuaries, markets, and meaning: the
social context of funeral expenditures (Doctoral dissertation). While McQuaid goes on to note that funeral
consumers (as individuals) generally do not act as if they are uncertain (actor uncertainty, “the simple awareness
on the part of the individual that he or she is missing information that is needed to make a ‘rational’ decision [or]
an emotional state that emerges when an individual tries to make a decision but is missing information that he or
she perceives as vital”), situational uncertainty “ignores the subjective experience of the individual in favor of
focusing on his or her objective knowledge ... if that individual is missing information, then we would say
situational uncertainty is a factor regardless of the individual’s feeling of confidence”. In other words, uncertainty
is often present in the situation of organising a funeral and affects decision-making, even if a feeling of
uncertainty is not experienced by the bereaved. In our view, this ‘situational uncertainty’ should be regarded as a
market-specific vulnerability.

239 \Woodthorpe, K. (2017). Family and funerals: Taking a relational perspective, Death Studies, 41:9, 592-601,
DOI: 10.1080/07481187.2017.1325419, citing Sanders, G. (2012). Branding in the American Funeral Industry.
Journal of Consumer Culture 12 (3): 263-282. http://dx.doi.org/10.1177/1469540512456924.

240 Woodthorpe, K. (2017). Family and funerals: Taking a relational perspective, Death Studies, 41:9, 592-601,
DOI: 10.1080/07481187.2017.1325419, citing Forsyth, C.J., Palmer, E. and Simpson, J. (2006). The funeral
director: maintaining business, reputation and performance. Free Inquiry in Creative Sociology 34 (2): 123-132.
241 Dignity (2018). Time to talk about quality and standards, pages 6 and 12.

242 Market Study consumer research, paragraphs 4.1.6-4.1.10.
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3.53

3.54

3.55

knowledge about how to arrange a funeral was broad and relatively vague but
finding out more did not appeal (other than finding a funeral director to take on
the task of making the arrangements).

Some participants in the qualitative research displayed a range of general
knowledge, derived from attending, or speaking to people who had organised,
other funerals and this was regarded as helpful in terms of recommending
funeral directors and identifying ballpark costs. Others displayed experiential
knowledge, derived from personally arranging a previous funeral. This was
perceived to be helpful in terms of understanding what arrangements needed
to be made, the range of options available and identifying ballpark costs.?4

However, experience of arranging other funerals was not always helpful,
particularly when those previously arranged and those to be arranged were
very different.244

Over two-thirds of respondents to our Market Investigation consumer survey
considered that, ahead of the arrangement meeting, they had some idea of
what the cost of the funeral they were about to arrange would be or was likely
to be, although a quarter reported having no idea.?*® In the majority of cases
this knowledge was not gained directly from the funeral director, but from
previous personal experience (47%), what family/friends etc had paid
previously (15%), and TV adverts about funeral prices (8%).246 Participants in
the Market Study consumer research revealed little awareness that pricing
could vary significantly between different funeral directors or different
crematoria.?4’

3.56 We were told by Kensington and Chelsea Citizens Advice:

‘As [the bereaved] have little experience of funerals or
understanding of the possible pricing differences, their
expectations may be very vague. They are not in a position to
compare what is being offered and are particularly vulnerable to
being reassured by a kindly confident salesperson, and relieved

243 Market Study consumer research, paragraph 4.1.8.

244 Market Study consumer research, paragraph 4.1.8.

245 Market Investigation consumer survey, Tables 160-162, Question FD27. Base: all UK adults 18+ involved in
making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral director

(n=279).

246 Market Investigation consumer survey, Tables 163-165, Question FD28. Base: all with an idea of the funeral
cost prior to the arrangement meeting (n=182).
247 Market Study consumer research, paragraphs 4.1.11-4.1.13.
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3.57

3.58

to feel they need go no further in their search than the first
company considered.’?48

In contrast, qualitative research published in 2019%*° states that, because
people have attended, participated in or arranged a funeral previously, they
can become ‘very experienced in making funeral arrangements and quite
confident about the processes involved’. Acknowledging that few of the 50
participants in their study were “newbies” (ie, people who had never attended
a funeral before they organised one) and — indeed — that over half the sample
had organised a funeral at least twice, if not more often, the authors posit that
‘People learn from funerals, and carry that knowledge from one funeral to
another. It would be a mistake, therefore, to presume that all customers in the
funeral marketplace are gullible or easily persuaded to purchase things they
do not want or need’. One attendee at the roundtable with experts and
NatCen also noted that the presumption in the academic literature that
everyone was a beginner when it came to arranging a funeral was not borne
out in their conversations with bereaved people.?%°

In any event, even when people have previously organised a funeral,
experience may not always be informative for future purchases:

(a) It was suggested at our roundtable with experts and NatCen that even
when consumers had a bad experience with a funeral director, they might
use the company again because it is the only one in the locality, or it is
the one the family has always used.?®"

(b) An attendee said that while some people may have used funeral directors
before, this experience did not necessarily mean they were aware of all
their options — the funeral director they had previously used may not have
informed them of all choices available and so the bereaved may be acting
on limited information.252

248 Kensington and Chelsea Citizens Advice response to Interim Report.

249 See Rugg, J. and Jones, S. (2019). Funeral experts by experience: what matters to them. We note that
participants in the research responded to a poster/leaflet invitation to get involved in a study to explore “which
aspects of funerals people find helpful and to see whether funerals have an impact on long-term wellbeing”. It is
possible that the more experienced/more confident funeral arranger [funeral customer] would be more likely to
self-select for a study of this nature; consequently, the authors’ conclusions may be true of only a minority of
funeral consumers.

250 Summary of NatCen roundtable, 4 March 2020, paragraph 14.

251 Summary of NatCen roundtable, 4 March 2020, paragraph 23.

252 Summary of NatCen roundtable, 4 March 2020, paragraph 15.
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(c) Korai and Souiden (2017) note that, ‘because the services are non-
recurring and consumers want the painful process to end quickly, post-
purchase evaluation is often neglected’.?%3

3.59 Against this background we considered whether people were able to
compensate for their lack of knowledge by seeking advice and guidance from
the health and social care professionals with whom they come into contact
during the bereavement process.?%* We consider this further in Appendix D.

3.60 We spoke to a number of care provider organisations to understand the
nature of information relating to funeral choices that is discussed with, or
provided to, people in their care. The picture that emerged is that
information/support to assist people in choosing a funeral director is not
routinely disseminated across all types of care provider.

3.61 The Care Quality Commission inspects and rates end of life care services in
hospitals, community health services and hospices, and assesses quality of
end of life care as part of its approach in other settings, including care homes
and GP practices. Amongst many other factors, the CQC’s frameworks seek
to address how people who may be approaching the end of their lives are
supported to make informed choices about their care; they also examine
whether people’s decisions are documented and delivered through
personalised advance care plans.?% The frameworks do not, however, focus
specifically on supporting people with funeral planning or making funeral
choices.

253 Korai, B. and Souiden, N. (2017). Rethinking functionality and emotions in the service consumption process:
the case of funeral services. Journal of Services Marketing, 31(3): 247-264.

254 NatCen reports that a number of studies recognise that people living with grief as a result of bereavement
(McQuaid, 2013; Bellamy et al., 2014; Price et al., 2014) or comparable emotional states (Baxter and
Glendinning, 2013) may need greater institutional support with decision-making (although no paper discussed
such support in the context of purchasing behaviour). Market Investigation REA, paragraph 5.24.

255 See CQC's assessment framework Key lines of enquiry, prompts and ratings characteristics for healthcare
care services. This assesses how acute and community health service patients who may be approaching the end
of their life are supported to make informed choices about their care. The CQC’s Acute core service — end of life
care assesses what emotional support and information is provided to those close to people who use services and
whether people are given the opportunity to create an advance care plan. This is underpinned by the
Bereavement Care Service Standards, a professional standard developed by Cruse and the Bereavement
Services Association, which provides a practical tool against which to benchmark what services such as hospitals
and hospices offer. The standards set the criteria for what clients, carers etc can expect from bereavement care
services.
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Social pressures

3.62 It was submitted that, ‘the typical [funeral] consumer is in an incredibly weak
purchasing position based on a number of factors, including social pressure:
the desire to “give a good send off”.’2%

3.63 Some people arranging a funeral feel social pressure to ‘do the right thing’,
which may push them towards more conventional, and more expensive,
funeral choices. Paradoxically, this may also lead to people feeling less able
to challenge costs when accompanied by a relative or friend to the
arrangement meeting (see paragraph 3.75 below). In its 2019 report, Royal
London notes that ‘social pressure to give loved ones “a good send-off”
appears to be driving lower income households to spend a disproportionate
amount on funerals and reject the concept of a low-cost alternative to a
traditional funeral’.25” Royal London also reports that more people elect to
take on debt rather than compromise on the funeral they choose.

3.64 Participants in the Market Study consumer research demonstrated a marked
sense of, and adherence to, social norms around funeral arrangements.
These included some non-negotiable elements including:

e A funeral director to store the body and to make arrangements for
transporting (hearse) and disposing of the body.

e A service (whether religious or non-religious), formally conducted by
someone (clergy or lay), the presence of mourners and a gathering
afterwards.

e A certain standard of coffin not visibly made out of the cheapest material.

3.65 As noted in paragraph 3.27, some elements were perceived as negotiable by
a large number of participants. These could be dropped if the bereaved felt
they had the tacit permission of the deceased to do so, or if the bereaved
agreed that this would best reflect the wishes of the deceased.

3.66 Preparedness to relax social norms varied amongst the participants across
different socio-economic groups, age groups, ethnicities and religions:2%8

e Participants from the C2DE socio-economic groups were more likely to
feel it was important to adhere to all the different elements of the traditional

256 Beyond response to Market Study Statement of Scope.
257 Royal London (2019). Change on the Horizon? The Royal London National Funeral Cost Index Report.
258 Market Study consumer research, paragraph 4.1.5.
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funeral norm, whereas the very small number of participants who ignored
some social norms were all in socio-economic groups BC1.2%° This is
consistent with what we heard from other sources whose role is to support
the bereaved, including at a roundtable in Edinburgh, and from Quaker
Social Action (as discussed in Section 2). One attendee at the Edinburgh
roundtable suggested that there is an inverse relationship between
people’s income level and demand for low-cost funerals, with people in
lower socio-economic groups often experiencing societal/neighbourhood
pressure to ‘do the right thing’ for their loved one.?%°

e When the deceased were older (aged 65+), participants often felt that
following tradition was important because it was what ‘that generation’
wanted. Conversely, those under 65 were more interested in having a
personalised funeral (discussed further from paragraph 3.160 to paragraph
3.167).

e Where participants were religious or belonged to particular ethnic groups
with their own funeral traditions (for example, Indian or Afro-Caribbean)
following religious or cultural norms in organising funerals was also very
important.

3.67 The Market Study consumer research found that where tradition was more
important, participants were less likely to drop any elements of the funeral
norm, for example, having a family car was non-negotiable, formal dress code
for funeral directors was important, mourners had to be dressed in black.26

3.68 The Good Funeral Guide noted that, ‘The importance of unseen social
pressure in decision making after a death has occurred cannot be
underestimated, and is, we believe, a major factor in the maijority of clients
choosing to engage local, traditional funeral companies, irrespective of their
cost or calibre’.?62

259 Socio-economic group (SEG) is a classification system based on occupation. It enables a household and all
its members to be classified according to the occupation of the Chief Income Earner (CIE). The groups are most
often defined as follows:

A: Higher managerial, administrative, professional, eg chief executive, senior civil servant, surgeon.

B: Intermediate managerial, administrative, professional, eg bank manager, teacher.

C1: Supervisory, clerical, junior managerial, eg shop floor supervisor, bank clerk, salesperson.

C2: Skilled manual workers, eg electrician, carpenter.

D: Semi-skilled and unskilled manual workers, eg assembly line worker, refuse collector, messenger.

E: Casual labourers, pensioners, unemployed, eg pensioners without private pensions and anyone living on basic
benefits.

260 Summary of roundtable discussion held in Edinburgh on 27 June 2019, paragraph 6. The roundtable was
attended by organisations whose role is to support the bereaved and/or provide advice to people in Scotland.

261 Market Study consumer research, paragraph 4.1.5.

262 The Good Funeral Guide response to the Interim Report, page 5.
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Extent of psychological vulnerability of funerals customers

3.69 We have considered the extent to which people who organise funerals are
vulnerable due to the impact of bereavement and grief.

3.70 Representations on people’s vulnerability in the context of organising a
funeral were mixed:

(a) A small funeral director ([¢<]) said that, ‘Everybody that comes to you
[wanting] to arrange a funeral is vulnerable, and they look to you as a
professional adviser accordingly’.

(b) A report produced for Dignity noted that, ‘For many people, organising a
funeral is the ultimate distress purchase. It comes at a time of profound
loss and can present families with practical and financial burden on top of
an enormous emotional strain’.263

(c) Citizens Advice said that, ‘Choosing a funeral director is a distress
purchase for the majority of people, which leaves customers vulnerable to
being mis-sold a funeral or exploited for a greater price’.254

(d) At the Edinburgh roundtable one attendee said that ‘being bereaved
affects people in different ways, it will affect everyone. A default position
should be to treat people as if they are vulnerable because others are not
in a position to judge’.?%®

3.71 Others disagreed that bereavement and grief necessarily mean that people
are vulnerable. We were told that despite customers’ grief, their behaviours
(discussed further below) are often driven by rational customer preference
and informed decision-making.2%¢

(@) The NAFD submitted that, ‘We would caution against assuming that all
consumers are inherently vulnerable at the point of need. Grief affects us
all differently and the decision-making ability of a confident and well-
informed consumer, even at a time of bereavement, will not necessarily
be impaired’.267

263 Dignity (2018). Time to talk about quality and standards, page 17.

264 Citizens Advice response to the Statement of Scope.

265 Summary of roundtable discussion held in Edinburgh on 27 June 2019, paragraph 13.

266See also: Tapper Funeral Service response to the Interim Report; Brodies Funeral Services response to
Interim Report; Rugg, J. and Jones, S. (2019). Funeral experts by experience: what matters to them; summary of
NatCen roundtable; Summary of hearing with Dr Kate Woodthorpe, 25 July 2019. (p.13).

267 NAFD response to the Issues Statement. In its Funeral Director Code, published on 15 October 2020, the
NAFD states: ‘In taking instructions and during the course of your interactions with your client, you have proper
regard to your client’'s mental capacity or other vulnerability, such as vulnerability due to bereavement.’ (O(1.1))
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3.72

3.73

13

(b) Brodies Funeral Services noted that, “vulnerable” is a very subjective
word. Bereaved is a catch all for those recently experiencing a loss. But
not all bereaved are vulnerable. | can offer many examples where the
client knows exactly what they want for the funeral and how much it will
cost’.268

(c) Freeman Brothers Funeral Directors said that, ‘Assuming that everyone
who has to arrange a funeral is distressed is a key error which is made
time and time again, not only throughout [the CMA’s] Interim Report but in
society as a whole ... Even people who are upset are not necessarily so
to the loss of sense’.2%°

(d) Co-op said, ‘We don'’t disagree ... that the customers who come to us are
bereaved and upset and that there are some time pressures involved in
arranging a funeral. A key part of our role is to support customers
sensitively in those circumstances. However ... this does not mean that
those customers are incapacitated and incapable of decision-making ...
Customer vulnerability is a question of degree and not simply binary’.

In Dr Kate Woodthorpe’s experience, and the work she had done, it was quite
often the clearest thinking family member, or person within a network of
people, who would become the funeral director’s client, rather than the
individual who was suffering most from the bereavement. The decision about
who became the client of the funeral director was made as a collective. It was
not necessarily the spouse or the parent and might be a friend, or the eldest
child, or someone who had not been involved in the care of the person who
had died.?”° Dr Woodthorpe also noted people might hold an initial
conversation with the funeral director and discuss this with their networks
(family or friends) before returning to the funeral director in what was a fluid,
back and forth process.?""

It was also submitted that grief does not have an impact on the funeral
purchasing process because people are frequently accompanied when they
meet the funeral director.272

268 Brodies Funeral Services Limited response to the Issues Statement.

269 Freeman Brothers Funeral Directors response to the Issues Statement.

270 Summary of meeting with Dr Kate Woodthorpe, 25 July 2020. See also Funeral experts by experience: what
matters to them. Dr Julie Rugg and Dr Sarah Jones, September 2019.

271 |bid., paragraph 16.

272 See, for example, A.\W. Lymn response to the Interim Report, page 3. The submission notes that, based on an
analysis of funerals conducted by the firm, and when adjustments had been made ‘in the normal situation of a
family arranging a funeral not funded and prescribed by a pre-paid plan and without the benefit of a professional
executor in excess of 95% of the families were represented by two or more people.’
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3.76

Our Market Investigation consumer survey found that the person who
organises the funeral is generally closely related to the person who died: three
quarters of those who organised the funeral were either the spouse/civil
partner/partner (14%), parent (20%), brother/sister (10%), or child (32%) of
the deceased.?”® Overall, 19% of consumers said they had attended the
arrangement meeting on their own, with most (77%) accompanied by
someone else who was directly affected by the death of the deceased;
therefore, the majority of those accompanying the person organising the
funeral are also likely to be grieving.?™

An attendee at the Edinburgh roundtable said that when a bereaved person is
accompanied to the arrangement meeting, it should not be assumed that the
presence of someone else means they will be better informed or somehow
protected from social pressure when making the funeral arrangements. They
may feel that talking about financial difficulties in front of a friend or family
member is taboo. The attendee noted that it could also be hard for someone
to open up and show that they did not know their loved one’s wishes in front
of people they knew — especially those close to them. Another attendee
reinforced the point, noting that some of their clients come to them for support
because it is a safe place away from family and friends, and somewhere they
can show their true feelings.?">

We recognise that some funeral customers may engage more effectively with
the process of arranging and purchasing a funeral than others, and that
funeral customers are vulnerable to varying degrees. However, our evidence -
considered in the round - shows that the combination of contextual factors
and psychological factors means that, generally, funeral customers are unable
to engage effectively with the process of purchasing a funeral, and that some
face considerable difficulties due to the extent of their psychological
vulnerability. Even people who are not vulnerable due to the psychological
impact of bereavement and grief are still likely to be affected by the contextual
factors discussed in this Section, such as time pressures and inexperience.
Moreover, in the majority of cases where the person organising the funeral is
accompanied, the person accompanying them is directly affected by the
death, and therefore also likely to be grieving.

273 CMA analysis of consumer survey dataset.
274 Market Investigation consumer survey, Tables 157-159, Question FD26. Base: all UK adults 18+ involved in
making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral director

(n=279).

275 Summary of roundtable discussion held in Edinburgh on 27 June 2019, paragraph 14.
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Impact of grief on decision-making

3.77

3.78

3.79

3.80

3.81

NatCen reports that, drawing on all papers extracted and analysed as part of
the REA, there is an overarching consensus that the psychological effects of
grief or bereavement make it challenging (if not impossible) for consumers to
make informed decisions.?’® The Market Investigation REA further reports
that, from available evidence which discusses the impact of grief and
bereavement on decision-making, it seems that, overall, individuals will
struggle to make logical and rational choices and actions whilst experiencing
bereavement or likely bereavement.?””

Korai and Souiden (2017) noted that: “This context of high emotiveness has a
destabilizing effect on the bereaved consumers’ decision-making. Grief and
other emotions make consumers less sensitive to pricing as they are in an
altered state and less apt to process information on cost and other decisions.
Families generally assume the funeral bill without question’.2"8

Many of the papers reviewed for the Market Investigation REA alluded to the
‘risks’ consumers face as a consequence of the impact of grief and
bereavement on decision-making, highlighting prior papers around over-
charging, lack of control and reliance on the ‘expert’ in order to make a
decision.?”®

Lopez et al. (2018) explored how (and why) bereaved individuals make
decisions around organ donation.??° From a cross-sectional survey with
relatives of deceased people, they were able to highlight that cognitive
processes ‘shrank’ to fit the situation. Mental ‘short-cuts’ were taken, with only
the most relevant factors (for example, the wishes of their relative as opposed
to discussions with health professionals) considered, whilst others were
ignored or obscured.??"

Baxter and Glendinning (2013) looked at the effect of emotion on making
choices in a broad context. Their findings support the theory that cognitive
processing can be impaired by negative emotions. People reported feeling
drained by the experience of having to make a choice at a time when they felt
‘overwhelmed with stress’. The authors report that, although there was no
evidence of the use of heuristics (ie mental shortcuts that allow people to

276 Market Investigation REA, paragraph 5.4.

277 Market Investigation REA, paragraph 5.16.

278 Korai, B. and Souiden, N. (2017) Rethinking functionality and emotions in the service consumption process:
the case of funeral services. Journal of Services Marketing, 31(3): 247-264.

279 Market Investigation REA, paragraph 5.19.

280 \We discuss the use of ‘transferable’ evidence in Appendix C.

281 Market Investigation REA, paragraph 5.5.
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solve problems and make judgments quickly and efficiently — in contrast to
Lopez et al. (2018), our Market Study consumer research (see paragraph
3.105) and other evidence discussed below), there was some reliance on
instincts and some self-confessed irrational behaviour. The article also reports
that emotions can result in people avoiding making choices, delaying the
amount of thought devoted to the choice or showing a preference for the
status quo.28?

3.82 Baxter and Glendinning identified that individuals may transfer permission to
make core decisions to someone else. This was also found by Olesen et al.
(2015) in a study that explored the decision-making processes of women
experiencing miscarriage.?® They found that the women did not just avoid
decision-making but moved the responsibility for deciding on their treatment
path to clinicians or healthcare practitioners, asking ‘what would you do?’.

3.83 As discussed in paragraph 3.42, it was submitted to us that the choice of
funeral director in many instances will have been made prior to the death
occurring and when consumers are arguably much less emotionally
vulnerable. The Market Investigation REA reports that an individual’s
decision-making capacity or cognitive processes will also seemingly be
affected prior to the death of their relative. ‘Anticipatory grief’ (ie grief before
the death of a mourned individual) was referred to in studies where the death
of a relative was anticipated.?8* Glick et al. (2018) identified that anticipatory
grief is common among people with seriously ill loved ones and is associated
with impaired problem-solving. They found that anticipatory grief was
associated with anxiety and depression. Additionally, it was found that
anticipatory grief was significantly associated with worsened overall problem-
solving. Higher measures of anticipatory grief were also significantly
associated with increased negative problem orientation as well as impulsivity,
carelessness and avoidance problem-solving styles.28

3.84 The impact of grief on decision-making is illustrated by further evidence we
received during the investigation:

(a) One funeral customer told us: ‘My dad had literally just died in my arms,
so | couldn’t even consider shopping around, or costs, or there being an

282 Baxter, K. and Glendinning, C. (2013) The role of emotions in the process of making choices about welfare
services: the experiences of disabled people in England. Social Policy and Society, 12(3): 439-450. This article
explores the issues for disabled working age and older people making choices about health, social care, housing
and employment.

283 Linnet Olesen, M., Graungaard, A.H. and Husted, G.R. (2015) Deciding treatment for miscarriage—
experiences of women and healthcare professionals. Scandinavian journal of caring sciences, 29(2): 386-394.
284 Market Investigation REA, paragraph 5.6.

285 Glick, D.R., Motta, M., Wiegand, D.L., Range, P., Reed, R.M., Verceles, A.C., Shah, N.G. and Netzer, G.
(2018). Anticipatory grief and impaired problem solving among surrogate decision makers of critically ill patients:
A cross-sectional study. Intensive and Critical Care Nursing, 49(4): 1-5.
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3.85

3.86

(b)

(c)

alternative. It never even crossed my mind. And then, of course, they
said, “We’ll send the ambulance and then we will give a call to you
Monday afternoon.” So, | sort of stood there, and actually said, “Okay,
then.” | mean, | was in such a state of shock that when | walked back and
sat in my car, | forgot how to drive. | didn’t even know how to start my car,
and | had to call my brother to come and pick me up, because my brain
was not functioning at all’.

A small funeral director ([¢<]) told us: ‘Grief does things to people’s
brains; it makes them forget things, it makes them really vulnerable. It can
turn the most high-powered barrister into someone who has absolutely no
clue. It affects your memory; it affects your sleep; it just changes you
completely, and then you have to make a really big decision that you do
not want to be making, and that leaves people incredibly vulnerable, open
to all sorts of exploitation’.

Another small funeral director told us: ‘A small minority of our clients are
empowered and informed before they contact us. These people know
what they want and need. They will call us with clear wishes and
instructions. Their perspective is, ‘we are going to do this thing. Will you
facilitate it?’ But the majority of people who contact us say, ‘| have never
done this before. | am at sea. | am not myself. What should | do?”.286

The concept of anticipatory grief, discussed in paragraph 3.83, was illustrated
by one funeral customer who contacted us. He told us:

‘While he made his intentions known to us, at that point he was
very close to death (a matter of a few weeks) and although we
knew his death was imminent, nobody in the family felt it was
either important or appropriate to make these arrangements at
that point. It was also the case that none of us was
psychologically and emotionally prepared to discuss the
arrangements with a funeral director in advance of his death’.

Some people may be particularly negatively affected, for example, where the
death is sudden; where it involves a child (see paragraph 3.14); or where the
person making the arrangements has been particularly physically or
emotionally reliant on the deceased. This state of mind will make it even
harder to make decisions (under time pressures) about an ‘experience good’
that is valued for intangible benefits.

286 Poppy’s Funerals response to the Interim Report.
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Summary

3.87

3.88

3.89

3.90

The circumstances in which a funeral is arranged are usually extremely
challenging, with purchase decisions generally having to be made at short
notice.

Individually, each of the contextual factors described in paragraphs 3.23 to
3.68 — ie relationship with the deceased, time pressures, conflicting priorities,
inexperience and social pressures — is likely to have an impact on decision-
making, and consumers are likely to be affected by multiple factors in parallel.

Grief and bereavement affect people’s decision-making to varying degrees,
but for many, clear and rational judgments can be very difficult to make in the
few days after a loved one dies. Even where people are less emotionally
vulnerable, they are still likely to be affected by the contextual factors
described in paragraphs 3.23 to 3.68.

Because of this, most people are unlikely to be able to engage effectively in
the market. Given the social and emotional significance of the purchase,
people therefore need alternative strategies to manage down the risks. We
discuss this further in the next section.

How this translates into the approach taken by consumers

3.91

3.92

The context and environment in which consumers make choices about
funerals is materially different to that which prevails in most other areas of
consumer decision-making because of a combination of factors, as
highlighted in the preceding sections and illustrated by quotes from the Market
Study consumer research:

e | may be upset, | may not be thinking straight

e This isn’t a service | want, or want to think about
e I’'m under time pressure — this needs to be sorted
e This isn’t really for me, it’s for the deceased

e This isn’t my money I’'m spending

e Funerals are expensive anyway

e I'm under pressure to ‘get this right’.

The consumer decision-making process thus tends to involve the use of low-
risk strategies to make a choice of funeral director and funeral, rather than
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3.93

3.94

active comparisons and choices. Funeral customers take short-cuts in
decision-making, committing to a large expense on the basis of limited
information.

NatCen reports, from its review of papers focusing on comparable emotional
states,?®” that individuals may employ mental ‘short-cuts’, avoid or delay
decisions, show preference for the status quo and/or attempt to pass the
decision onto someone else. The Market Investigation REA notes that these
challenges to cognitive processing are compounded by the perception (upon
bereavement) that purchasing a funeral must take place as quickly as
possible. NatCen reports that, in addition, the majority of individuals are
inexperienced in purchasing (and arranging) funerals, demonstrably uncertain
as to what actions they should be undertaking. Bringing these factors together
results in individuals seemingly not putting in place the normal checks and
balances that would be applied when acting as a consumer, ie shopping
around, checking costs, identifying the value of different ‘packages’ that may
be available.

Dr Kate Woodthorpe told us that proximity to a funeral director was what
mattered. Other factors in choosing a funeral director included personal
recommendation or that of a bereavement service, local reputation, and
previous experience. She added that the pathway to funeral directors was not
the standard shopping-around model and evidence showed that most people
did not want to shop around.?®® McQuaid’s doctoral dissertation (2013) noted
the many examples of ‘unreflexive and unquestioned’ decisions (effectively
non-decisions) made by the bereaved to contact only the funeral home that
their family had used in the past or was recommended to them by a friend or
co-worker.28 It further stated: ‘In the majority of cases, the idea of searching
for a better deal — an idea that features prominently in the way people
approach many market exchanges — never occurs to funeral consumers. The
fact that the ‘choice’ of funeral home is overwhelmingly a nonchoice suggests,
despite the fact that consumers are very often emotionally upset and ignorant
of their options, that most consumers do not experience uncertainty when
they are in need of a funeral provider.’

287 Qveralll, there was a limited number of academic papers or grey literature that detailed the impact of grief or
bereavement on decision-making capacity or purchasing behaviours directly related to arranging a funeral.
However, the impact of grief and bereavement on decision-making at different life points was discussed in a
range of transferable papers focusing on comparable emotional states, for example, choosing welfare and social
care services at time of crisis, organ donation and miscarriage and stillbirth. Market Investigation REA, paragraph

5.16.

288 Summary of meeting with Kate Woodthorpe, 25 July 2019.
289 McQuaid, J. (2013). Mortuaries, markets, and meaning: the social context of funeral expenditures (Doctoral
dissertation).
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Limited comparisons

Funeral directors

3.95

3.96

3.97

3.98

The Market Investigation REA reports that, where it is discussed in the
literature, few individuals made active ‘choices’ about the funeral director they
used.?®

Our Market Investigation consumer survey found that only a minority of
consumers (17%) compare the services of two or more funeral directors when
deciding which one to use.?®

When the deceased’s body is moved quickly from the place of death, this will
limit the opportunity for people to make any comparisons. Nearly half
(n=22/48) of consumers who had compared funeral directors said that the
deceased was collected by a funeral director within 24 hours.292

Table 7 shows how respondents to the survey found out about the funeral
director they used. Generally, people used a funeral director who was known
to them, followed the recommendations of family and friends, or based their
choice on word-of-mouth.2%® Around two in five (38%, rising significantly to
46% of those who did not compare funeral directors)?** said they used a
funeral director who was already known to them (either through arranging a
previous funeral with the same business and/or through attending a funeral
arranged by the same business). Over one in four found out about the funeral
director they used through a recommendation from a personal contact, and
one in five did so through local knowledge/word-of-mouth.

290 Market Investigation REA, paragraph 5.17.

291 Market Investigation consumer survey, Tables 40-42, Question FD1+FD2 (SUMMARY). Base: all UK adults
18+ involved in making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral
director (n=279).

292 CMA analysis of consumer survey dataset.

293 Market Investigation consumer survey, Tables 49-51, Question FD4. Base: all with a choice of funeral director

(n=207).

294 CMA analysis of consumer survey dataset.
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Table 7: How consumers found out about the funeral director they used

Previous personal experience: used them before to arrange a funeral
Recommendation by family member(s)/friend(s)/neighbour(s)/work colleague(s)
Local knowledge/word-of-mouth

Internet/online search using: a search engine/browser (eg Bing, Google etc.)
Recommendation by a member of staff at the care home/ nursing home/ hospice/
hospital where the deceased died

Previous personal experience: attended a funeral they had arranged
Recommendation by a professional third-party

Funeral director is a friend/acquaintance

The deceased had already passed into their care (on the instruction of someone else)
Internet/online search using: price comparison website

Internet/online search using: directory/reviews-based comparison website
Internet/online search using: online map

Any previous personal experience
Any recommendation
Any internet search

Source: Market Investigation consumer survey

* Base: 207 (all with a choice of funeral director)

1 Base: 48 (nb frequencies shown as percentages, not Ns, for ease of comparison)
1 Base: 146

Comparedt

%
Did not comparet

46
28

3.99 Few of these respondents had used a price comparison website or an online
directory/reviews-based comparison website to find out about the funeral

director they used (see paragraph 3.172 for further detail on people’s

propensity to go online to find a funeral director).

3.100 Where the use of a particular funeral director was not pre-determined by the
deceased, relatively few respondents said that either value for money (3%),
prices (2%) and/or the range of funeral options on offer (1%) were the most

important factors in their choice.?®

Crematoria

3.101 When it comes to choosing a crematorium, our Market Investigation consumer
survey found that less than half of customers considered that they had a
choice. Overall, very few (just 1 in 14) compared the services of two or more

crematoria.2%

295 Market Investigation consumer survey, Tables 55-57, Question FD6a. Base: all with a choice of funeral

director (n=242).

296 Market Investigation consumer survey, Tables 308-310, Question C1+C2 SUMMARY. Base: all UK adults 18+

involved in making at-need cremation funeral arrangements since J/A/S/O 2017 (n=376).

101


https://assets.publishing.service.gov.uk/media/5e32e919ed915d09393b881c/SECONDAMEND_18-009000-30_FD_tables_w_v5.xls
https://assets.publishing.service.gov.uk/media/5e32e90340f0b609278cd334/SECONDAMEND_18-009000-30_Crem_tables_w_v6.xls

3.102

3.103

Most consumers (over four in five) went to the funeral director with an idea of
which crematorium they wanted to use already in mind,?®” and most did not
change their mind after they first met with the funeral director.2%8

The Market Study consumer research also found that participants’
perceptions of having a choice of crematorium was limited. Indeed,
awareness that there might be a choice of local crematoria was extremely
low.2%°

Reliance on short-cuts/recommendations

3.104

3.105

3.106

As noted in paragraph 3.93, some academic literature indicates that
individuals may employ mental short-cuts. McQuaid (2013)3% highlights that
despite consumer uncertainty, the bereaved individual will simply contact the
funeral director who either supported them at a previous bereavement or had
been used before by a family member or friend.

When deciding who to use locally, many participants in the Market Study
consumer research revealed that they had used such short-cuts to expedite
decision-making — described in the report as pragmatic but also low-risk
strategies for making a choice of funeral director. Additional practical,
emotional and cultural factors reinforced interviewees’ inclination to rely on
their previous experience or recommendations when choosing funeral
directors.30!

The preferred short-cuts reported by participants included:

e Copying a previous choice of funeral director (either from personal or
family experience).

e Copying someone else’s previous choice of funeral director (that is, acting
on a recommendation of a friend, family member, care home, wider
community, or (in Northern Ireland) a religious leader).

297 Market Investigation consumer survey, Tables 311-313, Question C3. Base: all UK adults 18+ involved in
making at-need cremation funeral arrangements since J/A/S/O 2017 who used a funeral director (n=370).

298 Market Investigation consumer survey, Tables 314-316, Question C4. Base: all who made contact with a
funeral director with an idea of which crematorium/crematoria to use (n=306).

29 Market Study consumer research, paragraph 4.2.6.

300 McQuaid, J. (2013). Mortuaries, markets, and meaning: the social context of funeral expenditures (Doctoral
dissertation).

301 Market Study consumer research, paragraph 1.4.10-1.4.11.
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e Basing their choice on assumed reputation, as concluded from a funeral
director being a well-known local name or national brand.30?

3.107 Research carried out for Dignity showed that two-thirds of its customers
choose Dignity through previous experience or recommendation.3%3 A.W.
Lymn also noted that in its experience, clients make an informed decision to
come to its business based on recommendations from their friends or
family.3%4 Kensington and Chelsea Citizens Advice said that, ‘[people] will
approach a company that has been used before, recommended by friends or
family, or one they are familiar with due to proximity’.30%

3.108 We received representations from parties3 to the effect that
recommendations, or copying a previous choice of a funeral director, are
proxies for quality. We consider this point further at paragraphs 3.136 and
3.137 and paragraphs 5.10 and 5.11.

3.109 As noted in paragraph 3.106, some participants in the Market Study consumer
research based their choice of funeral director on assumed reputation, as
concluded from a funeral director being a well-known local name or national
brand.

3.110 Quaker Social Action submitted that people maintain an attachment to local
brands they have used in the past:

‘The issue here is that the local independent that Joe Bloggs went
to for his mother’s funeral in 2000 has been bought over by a
local conglomerate, with no name or branding change.
Unbeknownst, there is an entirely new staff and the price for the
same service has more than doubled, but a contract has already
been signed as there’s an emotional attachment to the local,
longstanding funeral director, even if they don’t really exist
anymore.’3%7

3.111 This is consistent with what the Good Funeral Guide submitted: ‘... the
decision as to which company to employ may be influenced by a number of

302 Market Study consumer research, paragraph 4.3.5.

303 Dignity response to Statement of Scope.

304 A W. Lymn response to working papers, published in January 2020.

305 Kensington and Chelsea response to the Interim Report.

306 For example, Dignity response to the interim report, Funeral Partners response to the interim report; Co-op
response to the PDR, paragraph 3.48.

307 Quaker Social Action response to the Market Study Statement of Scope.
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factors, including the retention of former trading names (with their associated
local reputation)’.308

Importance of location

3.112 Funeral directors are local businesses, often in very close proximity to the
deceased’s home. Halpenny (2013) and Korai and Souiden (2017) report that
for many, the choice of the funeral home may be simply based on the ease of
location, reducing stress and travel times.3%° As noted above at paragraph
3.94, Dr Kate Woodthorpe told us, ‘Proximity to a funeral director was what
mattered’.

3.113 Findings from our Market Investigation consumer survey show that the
majority of funeral directors were located within a 20-minute drive time of
where the deceased had lived.3'°

3.114 Participants in the Market Study consumer research all said they had wanted
to use a local funeral director, and this was the first factor limiting the range of
funeral directors they were ready to consider. The idea of the deceased’s
‘home area’ defined decision-making and arranging a funeral local to where
the deceased had lived remained important even if family members had
subsequently moved away. The report noted that the drive for arranging a
‘local’ funeral was clearly rooted in a sense of ‘belonging’ to a place in life —
and therefore in death.3'

3.115 Location and a personal connection with the venue are key factors in
consumers’ choice of a crematorium. Four-fifths of respondents to the Market
Investigation consumer survey told us that the deceased had lived within a
30-minute drive time of the crematorium they used.3'?> We were also informed
by some smaller funeral directors who we visited that the main driver of
choice of crematorium was location. One small funeral director we visited
([2<]) told us that ‘the slot length is 1 hour in [<] but 45 minutes at all the

308 The Good Funeral Guide response to the Interim Report.

309 Halpenny, J. (2013). An exploration of consumer decision making processes in the Funeral Industry (Doctoral
dissertation, Dublin, National College of Ireland); Korai, B. and Souiden, N. (2017). Rethinking functionality and
emotions in the service consumption process: the case of funeral services. Journal of Services Marketing, 31(3):
247-264.

310 Market Investigation consumer survey, Tables 103-105, Question FD3a+FD9a+FD15a (SUMMARY). Base: alll
UK adults 18+ involved in making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who
used a funeral director (n=279).

31 Market Study consumer research, paragraph 4.2.1-4.2.2.

312 Market Investigation consumer survey, Tables 341-343, Question C10. Base: all UK adults 18+ involved in
making at-need cremation funeral arrangements since J/A/S/O 2017 (n=376).
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other crematoria. This does not make any difference to people’s decisions.
Location is the only thing that matters.’

Delegation of responsibility

3.116 As noted in paragraph 3.82, the academic literature indicates that the
bereaved (or people in comparable emotional states) may delegate decision-
making responsibility to others. The Market Investigation REA reports that
individuals living with grief or anticipatory grief may transfer decision-making
to someone else: ‘What would you do?’.3'3

3.117

3.118

3.119

Dr Kate Woodthorpe said that, ‘Most people wanted to defer to people who
were more experienced and who would make decisions for them, or to assist
them in coming to a conclusion’.3'

This is consistent with other evidence we received:

(@)

(b)

(c)

A small funeral director told us: ‘We have had circumstances where
people have gone so far as to ask us, “do you think | should cremate or
bury my mother?”31%

Research undertaken on behalf of a Large funeral director ([¢<]) notes
that: ‘Families want to shift the burden and this limits choice’. It continues:
‘One of the primary roles of the funeral director is to shift the huge
emotional and practical burden from families/loved ones. This is a major
conditioner of behaviour both immediately after the death and throughout
the funeral arranging process ... when arranging the funeral, people are
keen to be guided/advised by funeral directors’.

Internal documents from a Large funeral director ([¢<]) state that, ‘clients
place a great deal of trust in the funeral director’ and that ‘clients want us
to take control, to listen and to provide them with ideas that ensure a
personalised funeral for their loved one’.

Transference of decision-making responsibility and the trust placed in the
funeral director means that individuals are far less in control of the purchasing
process than they are for other consumer purchases, willingly affording the
funeral director a position of control. At a roundtable of funeral directors,
attendees suggested that many bereaved people feel unsupported, and that

313 Market Investigation REA, paragraph 7.1.
314 Summary of meeting with Dr Kate Woodthorpe, 25 July 2019.
315 Poppy’s Funerals response to the Interim Report.
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the recently bereaved can be particularly vulnerable to the authority
associated with funeral directors.3'®

Committing to using a funeral director and evaluation of the offering by
customers

Factors confirming choice of funeral director

3.120

3.121

3.122

The Market Study consumer research found that, by the time participants met
with the funeral director to discuss the funeral arrangements, they typically
were already committed mentally and emotionally to using that funeral director
for a variety of reasons:

e First, they felt the funeral director was trustworthy (based on their previous
experience, recommendation or reputation) and did not want to shop
around.

e Second, many had already instructed the funeral director to collect the
body of the deceased before meeting them to discuss funeral
arrangements in detail.3"”

As noted in paragraphs 3.30 to 3.35, the choice of funeral director is often
made quickly, driven by the perceived need to move the body. A small funeral
director ([<]) told us, ‘a lot of people actually want you to come, take [the
body] away for them to start to deal with the whole process of organising the
funeral post that’. A report produced for Dignity notes that there are a number
of reasons why individuals are unlikely to consider several funeral directors,
including, ‘The feeling that a quick decision needs to be made — when death
happens, the family feel that the deceased should be taken into care quickly
... This desire for the deceased to be taken into care quickly is therefore the
current cultural norm’.318

In the majority of cases, there is no consideration of switching after this point.
Our Market Investigation consumer survey found that the funeral director who
collected the body also took care of the rest of the arrangements in over four-
fifths of cases (81%).3"° Very few of these respondents had considered

316 Summary of roundtable with ‘progressive’ funeral directors, 21 August 2019.

317 Market Study consumer research, paragraph 4.3.16.

318 Dignity (2018). Time to talk about quality and standards, page 17.

319 Market Investigation consumer survey, Tables 139-141, Question FD21. Base: all UK adults 18+ involved in
making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral director

(n=279).
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switching to a second funeral director at any point.32° Similarly, almost all
participants in the Market Study consumer research felt that it would be
extremely unlikely for someone arranging a funeral to switch once the funeral
director had been instructed to collect the body of the deceased, even if any
problems arose subsequently in the funeral director’s service.3?! In response
to our call for evidence from funeral directors, one funeral director told us:
‘Once a deceased is in the care of a funeral home, even if it is against their
[the bereaved’s] will, it can be difficult to assert yourself and state that it was
not your wish and you do not wish to use that funeral director. It can be hard
to be assertive when grieving’.32? Similarly, the Good Funeral Guide submitted
that:

‘Once a decision has been made about which company to use, it
is unlikely that bereaved people will change funeral directors,
even if they are not happy with the service being provided.

The stress of having to acknowledge that they have chosen an
unsuitable provider and the difficulty (whether real or perceived)
of confronting the staff or owners of the company and raising their
dissatisfaction about whatever aspect of the arrangements they
are unhappy with makes the effort of changing provider highly
unlikely, even without the concerns of finding a suitable
alternative.’3?3

3.123 Over half of respondents (53%) in the Market Investigation consumer survey
had committed to using the funeral director during the arrangement meeting
(for example, by paying a deposit or signing an agreement or contract), and
over a third of consumers (37%) had committed to using the funeral director
(for example, by paying a deposit or signing an agreement of contract) before
they were told what the full cost would be/was likely to be.3?4

3.124 For participants in the Market Study consumer research, the arrangement
meeting with the funeral director was key to providing reassurance that they
were making the right choice. As long as the meeting went well, the

320 Market Investigation consumer survey, Tables 142-144, Question FD22A. Base: all where the same funeral
director collected the body of the deceased and made the other arrangements for the funeral (n=227). Of these,
96% had not considered switching at any point, usually because they were already using the funeral director they
wanted to use or did not feel it was necessary. Very few respondents referred to the deterrent effect of potentially
incurring additional costs by switching.

321 Market Study consumer research, paragraph 1.4.13.

322 The call for evidence sought evidence on the existence of formal and informal referral arrangements between
care providers and funeral directors.

323 The Good Funeral Guide response to the Interim Report.

324 Market Investigation consumer survey, Tables 196-226, Question FD39. Base: all UK adults 18+ involved in
making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral director
(n=279).
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3.125

prospective customer was likely to commit (either contractually and/or
emotionally) to the funeral director following this meeting.32°

The principal (and typically the only) reason revealed by participants in the
Market Study consumer research which meant they might not enter into a
contractual arrangement with a funeral director after the face-to-face meeting
was if the price of the funeral package was not within their ballpark range (and
on one occasion, because the respondent felt that the funeral director’s
premises looked ‘tacky’).32

Choosing the elements of the funeral package

3.126

3.127

3.128

Most participants in the Market Study consumer research said that, when the
funeral director went through a checklist of all potential elements, they had
found it helpful. Some, though, said they had felt awkward about having to
actively reject certain elements of the ‘funeral norm’ (for example, hiring a car
to transport the bereaved family).3?” Research commissioned by a Large
funeral director found that families were more likely to add to an existing
package (34%) than reduce it (10%).

At the end of the discussion, provided the total estimate of costs was within
their ballpark estimate, it was unlikely that participants would make any
comment or other adjustments. This was particularly the case if the funeral
was being paid for from the deceased’s savings or estate (because
respondents did not see this as spending their own money). Where the cost
was slightly outside of their budget or ballpark estimate, some of the research
participants considered making adjustments to the package, for example, by
excluding a funeral car, sourcing the flowers direct or choosing a cheaper
coffin/casket.3?8

A key finding to note from the Market Study consumer research is that
participants told us they were under the impression that funeral directors
would not negotiate over their fee. Indeed, very few had tried to negotiate on
cost. Of those who did, the families had very recent experience of organising
burials, which they perceived to be expensive.3?°

325 Market Study consumer research, paragraph 1.4.14.
326 Market Study consumer research, paragraph 4.3.18.
327 Market Study consumer research, paragraph 4.4.10.
328 Market Study consumer research, paragraph 4.4.12.
329 Market Study consumer research, paragraph 4.4.17.
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Role of quality in the choices made

3.129

3.130

3.131

3.132

Funeral directors

The Market Study consumer research found that customers want funeral
directors to meet a range of needs. These are not limited to the practical
processes, such as the physical disposal of the body, advice and practical
assistance with organising a funeral.

For most participants in the research, quality was largely judged in terms of
service. Quality of service was defined as ‘going above and beyond’ to
support funeral customers emotionally and helping them to achieve a
meaningful farewell.33° Participants’ criteria for good quality can be broadly
divided into:

e Standard service requirements — managing funeral arrangements
professionally;

e specific service requirements — attending to the particular wishes of the
funeral arrangers (customers) for the funeral (as a trusted carer of the
deceased, as a guide/adviser, as a safe pair of hands); and

e how services are delivered — providing emotional and psychological
support; ensuring everything goes smoothly on the day.

In addition, the Market Study consumer research found that participants
appreciated funeral directors’ professionalism, which was perceived in terms
of the following aspects of their service:

e Smart dress and presentation of their premises;
e responsiveness to the needs of the funeral arrangers (customers);

o flexibility in how and when services were provided (for example, available
outside normal working hours);

e expertise in guiding respondents through the process; and
e a calm and respectful manner.33'

Dr Kate Woodthorpe said that it was very difficult evaluating funerals because
they were an experience and people had different starting points (namely the

330 Market Study consumer research, paragraph 1.4.19.
331 Market Study consumer research, paragraph 1.4.20.
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circumstances of death, their background, education and values) which
affected the assessment. The bereaved tended to define their satisfaction on
emotional grounds, ie, their connection to the funeral director, for example,
were they listened to? Did they feel heard? Was the funeral director
available? Did they feel that their experience with the funeral director was
handled sensitively? Did they honour their wishes? Did they organise it
according to their needs? This was incredibly difficult to quantify across the
sector and compare between businesses.3%?

3.133 In our Market Investigation consumer survey, a little under half of consumers
(47%) told us they had either asked to see (9%) or the funeral director had
offered to show them (38%) the funeral director’s facilities for taking care of
the deceased, with younger respondents being more likely to ask to see these
facilities.333 A little over half of those who asked to see or received an offer to
see such facilities did so. However, in giving these answers, we think that
many respondents may have had in mind the funeral director’s viewing room
rather than the mortuary.334

3.134 None of the participants in the Market Study consumer research inquired
about the nature and quality of funeral directors’ mortuaries when choosing a
funeral director or took this into consideration. Respondents assumed funeral
directors had to meet certain industry standards:

(a) The Market Study consumer research found that customers often assume
that funeral directors meet industry standards (whereas minimum
standards on quality are not prescribed by law).335

(b) A survey of the general public commissioned by the CMA as part of this
Market Investigation found that 69% of UK adults believe that funeral
directors must be licensed or registered to operate.336

3.135 Many participants in the Market Study consumer research also found thinking
about the deceased’s body stressful and preferred not to know details beyond

332 Summary of meeting with Dr Kate Woodthorpe, 25 July 2019, paragraph 19.

333 Market Investigation consumer survey, Tables 255-257, Question FDadd9. Base: all UK adults 18+ involved in
making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral director
(n=279).

334 Market Investigation consumer survey, Tables 258-261, Question FDadd10. Base: all who asked to
see/received an offer to see the facilities for taking care of the deceased (n=132).

335 Market Study consumer research, paragraph 4.3.15.

336 Market Investigation general public survey, July 2019. Base: UK adults age 18+ (n=2,237). All choosing
response option ‘funeral directors’ specifically, or spontaneously stating ‘all of them’, in response to the following
question: In the United Kingdom, certain types of business are regulated by law to meet particular minimum
standards for the goods or services they provide. This means they must either hold a licence, or register, to
operate. Which of the following businesses, if any, do you think (or know) must be licensed or registered to
operate in the UK?).
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the practical information they needed if they wanted to view the body.3¥” This
is confirmed by other research which has found that many customers find it
difficult to talk openly with funeral directors about the care of their loved one,
and the details of what that involves, and further research which found that
only 6% of all respondents, or 30% of those that shopped around, compared
funeral directors on the basis of standards of care of the deceased.33

Recommendations / choice of previous funeral director as a proxy for quality

3.136 As noted in paragraph 3.108, we received representations that
recommendations, or copying choice of a previous funeral director, are,
effectively, proxies for quality of funeral director services.

3.137 The Market Investigation consumer survey found that information received as
part of a recommendation tends to be practical and/or high-level/general
information about the businesses concerned rather than specific information
relating to the offering of the funeral director. Around one in four respondents
(n=18/65) had received no information other than the name, contact details
and/or an idea of location for the firm, as indicated in Table 8 below.33° This
indicates that the fact of a recommendation in itself is often sufficient for
people, and the specifics are less important, ie people rely on short-cuts,
rather than taking active steps to assess quality.

Table 8: Information received as part of a recommendation

Name of the firm 42
Contact details 26
Local knowledge/word-of-mouth about them, their reputation 22
An idea of their location/proximity 19
An idea of what the staff were like 19
Level of customer care they provided/could be expected 16
Level of quality they provided/could be expected 14
Type of funerals available 10
Standard of their care for/respect for the remains of the deceased 9
General information about prices (reasonable, good value for money, fair etc.)

General/non-specific positive comment or endorsement (safe pair of hands, could rely on them, 6

could trust them, everything went smoothly etc.)

Capable of meeting the specific requirements of respondent’s faith
Specific information about prices (“we paid £x”, etc.)

Standard of their vehicles

Standard of their customer-facing facilities

Standard of their behind-the-scenes facilities

Don’t know/can’t remember

N O,

Source: Market Investigation consumer survey
Base: 65 (all who found out about the funeral director they used through a recommendation)

3.138 Co-op submitted that it is not clear that using previous experience and
recommendation as a proxy for quality does not qualify as informed decision-

337 Market Study consumer research, paragraph 4.3.15.

338 Dignity (2018). Time to talk about quality and standards, p.17-18.

339 Market Investigation consumer survey, Tables 52-54, Question FD5. Base: all who found out about the funeral
director they used through a recommendation (n=65).
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3.139

3.140

3.141

making. Co-op noted that, ‘the Market Investigation consumer survey also
indicates that the expected level of customer care, the level of quality, option
of personalisation, capability of meeting specific religious requirements and
level of care of the deceased were cited as the most important part of a
recommendation that led to the choice of funeral director.’3*° While we accept
that previous experience and recommendation may be a mechanism, albeit
indirect, for customers to take into account quality factors which are difficult to
observe or judge before the purchase, we nevertheless consider that funeral
customers relying on recommendations or previous experience generally do
not assess quality or price differentials between suppliers for themselves at
the point they make decisions, so may not purchase the funeral that best suits
their needs. We consider this further in Section 5.

Crematoria

The large private crematorium operators told us that customers choose their
sites over others on the basis of quality. They also said that competition
occurs between crematoria through recommendations, and these
recommendations are often made on the basis of quality. We discuss the
extent to which crematorium operators compete on quality in paragraphs 6.54
to 6.75.

Our Market Investigation consumer survey findings indicate that minimal
evaluation of alternative crematoria is carried out by most consumers.

In our Market Investigation consumer survey, where the use of a particular
crematorium was not pre-determined by the deceased, respondents reported
a variety of factors as being most important to their choice, but the one most
frequently described as such was it is the only local crematorium (34%, rising
to 43% of consumers making any mention of this factor).34!

340 Co-op response to the PDR, paragraph 3.43, with reference to Market Investigation consumer survey, Tables
61-63, Question FD8b. Base: all where recommendation/reviews/reputation was the most important factor in
choosing the funeral director you used (n=68). Of these, n=41 mentioned one or more of the following as the
aspect of most influence: level of customer care I/we could expect, level of quality I/we could expect and/or level
of care/respect for the remains of the deceased I/we could expect.

341 Market Investigation consumer survey, Tables 326-334, Question C7A/B. Base: all with a choice of
crematorium (n=339).
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Table 9: Factors in consumers’ choice of crematorium

Most important
It is the only local crematorium 34
Personal experience of using it before, or of attending a funeral there 24
The distance/journey time/location was convenient 10
They had availability around the time we needed/wanted them 4
Recommendation by the funeral director
Attractive/peaceful/well-maintained place/building gardens
I/we liked the location
Recommendation by family member(s)/friend(s)/neighbour(s)/work colleague(s)
Good reputation in the area
Easy for funeral guests to find/get to
Easy to get from the crematorium to the venue for the reception afterwards/wake

PN WWWA N

Source: Market Investigation consumer survey
Base: 339 (all except those who honoured the express wishes of the deceased)
Note: table shows those factors with any mention by 5+% of respondents, but ranked by most important factor

%
Any mention

3.142 In the Market Investigation consumer survey, over four in five consumers who
used a funeral director to arrange a cremation told us they had an idea of
which crematorium they wanted to use before they made contact with the
funeral director.342 Amongst consumers who contacted the funeral director
with an idea of which crematorium to use and did not ‘switch’ subsequently or

who did not use a funeral director, four in five (80%) said they used a

crematorium already known to them.343

3.143 We note that only 6% of customers in our Market Investigation consumer

survey found out about the crematorium they used on the basis of
recommendations.34* When respondents had found out about the

crematorium they used through a recommendation, most believed it had been
made to them on grounds of the crematorium’s location/proximity, as shown in

Table 10.

Table 10: Perceived grounds for recommending a crematorium

Location/proximity 1
Capable of meeting the specific requirements for my/our faith

Reputation/customer ratings

Attractiveness of buildings and grounds

Availability/flexibility re. dates/time slots (waiting times)

General personal experience of using it before, or of attending a funeral there

Cremation fees/charges/costs

Quality of facilities (e.g. modern, well-maintained)

Size/capacity

Other

) 2 a2 AN WWADPWS

Source: Market Investigation consumer survey
Base: 23 (all who found out about the crematorium they used through a recommendation)

342 Market Investigation consumer survey, Tables 311-313, Question C3. Base: all UK adults 18+ involved in
making at-need cremation funeral arrangements since J/A/S/O 2017 who used a funeral director (n=370).

343 Market Investigation consumer survey, Tables 320-322, Question C5. Base: all who had a crematorium in
mind before they contacted a funeral director and used that crematorium or who didn’t use a funeral director but

had a choice of crematorium (n=294).
344 CMA analysis of consumer survey dataset.
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3.144 For the 7% of consumers (n=26) who compared two or more crematoria when
deciding which one to use, the point of comparison most frequently mentioned
was the attractiveness of the building and grounds (n=12), followed by
location/proximity (see Table 11 below). Most (n=18) had compared
crematoria on the basis of a single factor.34%

Table 11: Information consumers use to compare crematoria

Attractiveness of building and grounds 12
Location/proximity

Availability/flexibility re. dates/time slots (waiting times)

Cremation fees/charges/costs

Quality of facilities (e.g. modern, well-maintained)

Reputation/customer ratings

Capable of meeting the specific requirements for my/our faith

Range of facilities (e.g. disabled access, parking, refreshments, toilets etc., able to display
photos, music system, web streaming etc.)

Slot length — offer the appropriate/right/ideal slot length

Standard of customer service/professionalism

Whether member of a quality mark scheme/trade body

Other

Don’t know/can’t remember

-
SNWAMOOI-~

PV RGN

Source: Market Investigation consumer survey
Base: 26 (all who compared crematoria)

3.145 Nearly half of consumers (49%) who responded to the Market Investigation
consumer survey said that nothing would have encouraged them to travel
further from where the deceased person lived to use a better crematorium,
although three in ten (30%) thought that a recommendation (especially one by
a personal contact) would encourage them to do s0.346

Table 12: Factors that would encourage consumers to travel further

%

Nothing 49
Recommendation by family member(s)/friend(s)/neighbour(s)/work colleague(s) 22
Recommendation by a funeral director 11

More convenient location (e.g. better transport links)
Better availability/shorter waiting times

Better quality of facilities

Lower fees/charges/cost

Better quality of customer care/service
Recommendation by a professional third-party
Don’t know

NWwWhDhOoOHOo1©

Any recommendation 30

Source: Market Investigation consumer survey
Base: 376 (all eligible crematoria question respondents)

3.146 Nearly all respondents to our Market Investigation consumer survey (95%)
considered that the crematorium they used had met their service expectations

345 Market Investigation consumer survey, Tables 335-337, Question C8. Base: all who compared crematoria
(n=26).

346 Market Investigation consumer survey, Tables 341-343, Question C21. Base: all UK adults 18+ involved in
making at-need cremation funeral arrangements since J/A/S/O 2017 (n=376).
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in full or had exceeded them.347 In this context, seven in ten respondents
(70%) said they had recommended or would recommend the crematorium to
someone else.348

Summary

3.147

3.148

3.149

3.150

3.151

Generally, people do not compare the offers of different funeral directors and
crematoria, instead relying on short-cuts in decision-making — such as
recommendations or previous experience — and committing to a large
expense without an objective assessment of alternatives.

People often simply go to a funeral director that is in very close proximity to
the home of the deceased, and the basis on which the choice is made is
narrow — familiarity/recommendation and perception that the funeral director
will look after you are the main considerations. Price is not an important factor
in many customers’ choices, with some people relying on ballpark estimates
to guide their decisions.

Having made the decision, under pressure, of which funeral director to call up
to collect the body, people will not often consider switching; and once the
customer has entered the premises of the funeral director, they are then
generally committed emotionally and mentally to that funeral director. They
commit to the purchase during the arrangement meeting, sometimes without
having any idea about how much it is going to cost them. They put their trust
in the funeral director, wishing to hand over control, so as to avoid making
decisions themselves.

People are not focused on quality differentials between suppliers, particularly
when it comes to back of house quality, believing funeral directors to be
regulated, so quality is assured.

Even though the largest disbursement is the cremation or burial cost, there is
limited awareness of, or exercise of, choice with the crematorium or burial
ground taken as a given because location and family connections are the
overriding drivers of choice.

347 Market Investigation consumer survey, Tables 381-383, Question C22. Base: all UK adults 18+ involved in
making at-need cremation funeral arrangements since J/A/S/O 2017 (n=376). Three in ten respondents (29%)
said the crematorium had met and exceeded their expectations, while two-thirds (66%) said their expectations
had been met in full.

348 Market Investigation consumer survey, Tables 384-386, Question C23. Base: all UK adults 18+ involved in
making at-need cremation funeral arrangements since J/A/S/O 2017 (n=376).

115


https://assets.publishing.service.gov.uk/media/5e32e90340f0b609278cd334/SECONDAMEND_18-009000-30_Crem_tables_w_v6.xls
https://assets.publishing.service.gov.uk/media/5e32e90340f0b609278cd334/SECONDAMEND_18-009000-30_Crem_tables_w_v6.xls

Changing customer dynamics

3.152

In the paragraphs below we consider key trends in customer attitudes and
approaches to funerals. Specifically, we focus on:

(a) Secularisation;
(b) personalisation;
(c) family connections and mobility; and

(d) use of the internet.

Secularisation

3.153

3.154

3.155

3.156

The National Secular Society reports that 52% of British people have no
religion. This figure has risen from 48% since 2015 and 31% since 1983.34°

Secularisation is most pronounced for those who (ostensibly at least) are
Christians; only 2% of non-religious people have been reported as being
raised in religious homes other than Christian.3%°

According to a 2017 internal document from a Large funeral director ([¢<]),
‘the UK funeral market will become increasingly diverse in terms of religious
expectations and ethnic origins’. It continues:

‘Today, over 55% of deaths are White British Christian, 35% are
White British Secular and under 10% ethnic/non-Christian. By
2040, 25% of deaths will be White British Christian, 55% White
British Secular and 20% ethnic/non-Christian’.

The number of people with no religion is much lower in Northern Ireland: the
last census (2011) indicated that 82% of people identified as Christian
(compared to 86% in 2001) and 10% as ‘no religion’. On a site visit to a small
funeral director ([¢<]) in Northern Ireland, we were informed that cultural and
religious affiliations meant that often, people will use a funeral director
affiliated to either the Roman Catholic or Protestant faith, and this would be
replicated in most towns in Northern Ireland. The funeral director also told us
that the ceremony will also predominantly be religious, although it indicated

349 National Secular Society, citing NatCen British Social Attitudes Survey, Data and Statistics, Religion and the

State.

350 The Guardian, (14 May 2017) Nearly 50% are of no religion — but has UK hit ‘peak secular’? The article notes
that the ‘nonversion’ rate was 14% for Jews, 10% for Muslims and Sikhs and 6% for Hindus.
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3.157

3.158

3.159

that, in the last two to three years, it has started to undertake some non-
religious funerals.

In its 2017 Cost of Dying report, SunLife noted ‘68% of funeral directors [said]
they have seen a decrease in the number of religious funerals, and just 11%
of those who organised a funeral for a loved one described the tone of the
service as ‘religious’.3%"

SAIF noted in its hearing with us that, ‘there had been a move to more secular
funerals: of the 50 funerals that [SAIF] sampled in 2008, 47 of them were
religious and had a minister of faith leading them, one was secular and for
two, the family did their own thing. In 2018, only 20 were faith-based’.352

C.P.J. Field told us that it had seen a huge change in society’s approach to
funerals over the last 12 years, driven by societal changes in the declining
part that religion now played across the community and in people’s lives.3%3
C.P.J. Field said that it thought that when people considered how to
remember someone, the part that was played by the church, and in particular
by a minister of religion, was ‘no longer the pinnacle’. It said that the
implications of this change for the funeral industry was considerable because
first there was no longer a set format to hang a ceremony around, and second
there were also implications for the ongoing pastoral care of those who
survived the deceased. C.P.J. Field said that ‘people were increasingly
turning to funeral directors for pastoral care, having built a trusting and caring
relationship with staff through the period of acute loss and the arrangement
process’.

Personalisation

3.160

3.161

The NAFD told us that the increased personalisation of funerals was one of
the most significant changes to have taken place in the sector over the last
few years.3%* Plymouth City Council, a local authority crematorium operator,
said that it has experienced a changing marketplace over recent years, and,
in particular, over the past decade that families have moved to a much more
personal service and tribute to a person’s life and celebration of a life.3% This
is linked to increased secularisation.

Co-op said that, ‘[Its] experience is that the funerals market is changing
rapidly as consumer needs change and an increasing expectation that

351 SunLife (2017). Cost of Dying.

352 Summary of hearing with SAIF, 18 July 2019.

353 Summary of hearing with CPJ Field, 10 December 2019, paragraph 5.
354 Summary of hearing with the NAFD, 26 June 2019, paragraph 6.

355 Plymouth City Council response to the Issues Statement.
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3.162

3.163

3.164

3.165

funerals will be personalised. There is no one-size-fits-all for funeral services.
Funerals and celebration of life ceremonies provide families with an
opportunity to say their last goodbye to loved ones in a wide variety of ways’.

Consistent with the above points, a celebrant told us that the way we organise
funerals is already changing in response to [a] wish to celebrate the individual
first and foremost. People are now choosing funerals outside the
conventional, choosing alternative venues and longer time slots, requiring
funeral directors to work more flexibly and collaboratively with the consumer
and/or officiant.3%¢

The celebrant noted that funeral ceremonies are no longer similar across all
faiths. We were also told by the operator of a Muslim cemetery that while
Muslim funerals are supposed to be very simple, it has noticed that families
are now demanding more, and for this they are willing to pay more.3%”

In the Market Study consumer research, respondents under 65 years of age
were more likely to express interest in having a personalised funeral where
the coffin, dress code, music, speeches and even a route to the funeral could
be tailored to reflect the deceased’s character and passions.358

In terms of other specific aspects of personalisation, we note the following:

(a) SunLife’s latest Cost of Dying report®® notes that survey respondents
were asked what they wanted for their own funeral: 30% wanted
mourners to wear bright colours, rather than traditional black; 28% wanted
family and friends to decide what the funeral should be like; 14% wanted
photos or films of their life to be shown at the funeral; and 12% wanted
their favourite songs played at the funeral. SunLife’s 2017 Cost of Dying
report noted an increase in the number of eco, environmental or woodland
funerals, rising from one in 14 in 2016 (7%) to one in 11 (9%) in 2017.360

(b) Co-op highlighted a 2017 YouGov report noting that it showed that one in
seven funerals organised in 2017 included a ‘special request’ (for
example, sport team kit, wearing bright colours, alternative transport,
turning ashes into diamond etc). It indicated that the most popular
personalised feature in funerals organised in 2017 was a wake (98% of
respondents), followed by recorded music (67%), order of service cards

35 Emma Curtis response to the Interim Report.

357 Gardens of Peace response to Interim Report.

358 Market Study consumer research, paragraph 4.1.5.
3% SunLife (2020). Cost of Dying, page 40.

360 SunLife (2017). Cost of Dying, page 15.
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3.166

3.167

(c)

(d)

(63%), obituary notice (565%), flowers (42%), permanent memorial (30%),
live music (29%), biodegradable coffin (6%) and memorial service after
funeral (5%).36

A report produced for Dignity notes that, ‘Funeral directors report more
requests to personalise services — this ranges from the type of coffin ...
custom designed coffins, how the deceased is take to the funeral (in their
own vehicle, brightly coloured hearses, milk floats and motorbike
processions) to requesting mourners to wear particular colours or
clothing, decorating coffins and request for particular items to be put in the
coffin’.362

At a roundtable in Edinburgh, attendees noted there had been a particular
shift in the ceremonial aspects of a funeral. Examples given included
people holding the ceremonial part of the funeral in a restaurant rather
than a church, using a celebrant rather than a priest, and playing pop
music instead of hymns.363

With regard to ceremonies being held separately from the committal, Royal
London’s 2019 National Funeral Cost Index survey notes that the proportion
of people having a direct cremation with a separate celebration of life has
remained static at 6%.364

One small funeral director ([¢<]) noted that the role of a funeral director is
changing into that of an event organiser and said that the skillset required to
fill this role is changing. The funeral director also noted that to provide the
personalisation that is now desired by customers — such as the creation of
PowerPoints and photo album presentations — a funeral director needs to be
comfortable with the use of computers. Another funeral director ([<]) told us
that the time taken to organise a funeral has increased over time, partly
because of the paperwork requirements, but also because of personalisation
and increased range of choices available. The funeral director noted the need
to be able to format photographs from USBs, format fonts for service sheets
and personalisation of coffins. The NAFD also stated that increased
personalisation could take up more of a funeral director’s time on the essential
elements of a funeral.365

361 Co-op response to remedy options working paper, paragraph 4.2.11, referencing YouGov (2017), Funeral
Planning.
362 Dignity (2018). Time to talk about quality and standards, page 16.

363 Summary of roundtable discussion held in Edinburgh, 27 June 2019, paragraph 10.

364 Royal London (2019). Change on the Horizon? The Royal London National Funeral Cost Index Report.
365 Summary of hearing with the NAFD, 26 June 2019, paragraph 6.
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3.168 We discuss the implications of increased personalisation on funeral directors’
costs at paragraph 7.51.

Family connections and mobility

3.169 At a roundtable we held in Belfast it was stated that, in rural areas in Northern
Ireland, funeral directors may have been in business for many generations,
and family connections with that funeral director may have built up
generationally, meaning there is effectively no choice exercised. However, it
was also stated that familial bonds may no longer be as strong as they were
in the past, although it was noted that this may be happening at a slower pace
in Northern Ireland than elsewhere in the UK.366

3.170 This may be explained by an increase in family members living away from the
family home. A 2012 report revealed the fragmented nature of families in the
UK, highlighting that for a large number of the over-75s, even their nearest
children lived a substantial distance away from them.3¢” The report noted that
for 10% of older people, their nearest child lives more than an hour’s drive
away (40 miles plus). This appears to be a continuing trend, with a Large
funeral director submitting that the increasing mobility of people means that
families are less likely to have a ‘regular’ funeral director.

3.171 Family members who live at some distance from other relatives may be more
likely to use the internet to choose a funeral director. We discuss this further
below.

Use of the internet

3.172 Notwithstanding the above, our Market Investigation consumer survey
indicates that customer use of the internet when purchasing an at-need
funeral is very low. A very small proportion of all respondents (5%3¢) found
out about the funeral director they used by searching online (ie using one or
more of a search engine, comparison website and/or online map).

3.173 By way of context, a 2019 statistical release from the ONS3®° reports that 87%
of GB adults age 16+ use the internet daily. This represented a 32 percentage
point increase over the previous decade.

366 Summary of roundtable discussion held in Belfast on 5 September 2019.

367 WRVS, 2012, Loneliness amongst older people and the impact of family connections.

368 5% of respondents to the Market Investigation consumer survey made an internet/online search using a
search engine/browser, and 1% used a PCW, to find out about the funeral director they used.

369 Source: Office for National Statistics, Internet access — households and individuals, Great Britain: 2019.
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3.174 Some parties submitted that customer use of the internet in finding a funeral
director is higher than our survey results suggest. Noting that almost all of the
consumer research evidence submitted by parties to the case was conducted
online with a panel sample,®”° most third-party consumer research results
appear broadly consistent with the CMA's finding that use of the internet by
consumers in this market is low. We consider this evidence further in
Appendix C.

3.175 Some research suggests that a higher proportion of customers may go online
to find contact details:

(a) A survey [<] for a Large funeral director ([¢<]) found that 11% of funeral
arrangers (ie funeral customers) had found contact details for the funeral
director by searching on the internet;3”" and

(b) a Large funeral director’s ([¢<]) internal document indicated that [¢<]% of
its customers searched online for contact details.

3.176 However, we infer that only a small proportion of customers find price
information on funeral director websites:

(a) Two-thirds (68%) of all Market Investigation consumer survey
respondents®72 said they had some idea about the cost of the funeral prior
to the arrangement meeting. Of these, only 5% got this information from
the website of the funeral director that they used (and 2% from another
funeral director’'s website).3"3

(b) A Large funeral director ([¢<]) stated that only [¢<]% of visitors to its at-
need webpages visit its online pricing tool.3"4

3.177 Similarly, only a small proportion of customers go online to make comparisons
between funeral directors. The Market Study consumer research identified
just a handful of participants who had compared funeral directors by looking at

370 Typically, we consider that online surveys with members of pre-recruited respondent panels, where sample
recruitment does not rely on randomisation, may be subject to bias and may not be sufficiently robust. As such,
we place limited weight on this type of evidence but note that its findings align with other evidence we have
considered in the course of our investigation.

371 CMA analysis of the Large funeral director's ([<]) dataset: 32% of n=1,121 (all who looked at/got contact
details for 2+ funeral directors) rebased for all respondents (n=3,151).

372 Market Investigation consumer survey, Tables 160-162, Question FD27. Base: all UK adults 18+ involved in
making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral director
(n=279).

373 Market Investigation consumer survey, Tables 163-165, Question FD28. Base: all with an idea of the funeral
cost prior to the arrangement meeting (n=182).

374 Summary of hearing with Co-operative Group Limited held on Tuesday, 16 July 2019.
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funeral director websites.375 376 We consider that this can also be inferred
from third-party evidence:

(a) Only [<]% of visitors to a Large funeral director’s ([¢<]) website next
visited the website of a competitor or a website comparing funeral
options;%7”

(b) a Large funeral director ([¢<]) found that, when respondents had received
multiple quotes, only a minority got the quotes from websites and/or via
email .78

3.178 Many of the funeral directors we visited during the investigation also believed
customers used their websites to find contact details for their local funeral
director rather than as a tool for making comparisons between different
providers.37®

3.179 Consistent with the above, we saw evidence that some funeral directors had
considered the impact of publishing more pricing information on their websites
and concluded that it had (or would have) little or no impact on their funeral
volumes:

(a) A Co-op internal document stated that it expected there to be no impact
on its funeral volumes from including information on its at-need prices
online. The document stated that this was because price is not the main
driver of choice for most people and the prices are already available by
phone or in-branch. It also noted that low volumes of customers accessed
the price information online.

(b) Dignity assessed that publishing its full-service funeral prices online did
not ‘materially’ impact the volume of call enquiries received by its
branches. It noted a possible ‘small negative effect’ on branch call
volumes that listed [<] and a ‘small positive effect’ on branch volumes
when a branch listed [$<].380

375 Market Study consumer research, paragraphs 4.3.9.

376 Some respondents reported difficulties comparing prices online in terms of information being limited, unclear
(eg ‘prices from £x’) and not itemised. Market Study consumer research, paragraphs 4.3.11.

377 The Large funeral director ([$<]) stated that this will understate the extent of shopping around since, for
instance, it does not include Google and it does not account for any website that was visited before the Large
funeral director’s ([¢<]) website.

378 CMA analysis of the Large funeral director's ([<]) dataset. Between Q3 2017 and Q4 2019, 29% (n=913) of
all respondents (n=3,151) got two or more quotes from funeral directors. Of those who did so, an average of 3%
per wave got the quotes from websites and 5% by email (whereas an average of 63% per wave got them face-to-
face and 21% by telephone).

379 Aggregated summary of interviews with independent funeral directors, paragraph 19.

380 Dignity assessed this by comparing, for a sub-set of their branches, the average conversion rate of branch
website views to subsequent telephone enquiries (i) before and after the branch pricing information was
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3.180 Co-op internal documents, dated 2019, indicate that online has become
relatively more important,®8' and is expected to increase in importance in
future, albeit not rapidly.®8? Co-op submitted to us that our ‘consideration of
funeral directors’ websites and the manner in which they have been used is a
broadly accurate (backwards looking) snapshot; however, it does not take
account of the increasing use of the internet by consumers, [<]. Co-op also
noted that it believed online consumer engagement will increase naturally
over time: ‘customers arranging funerals will increasingly be consumers in the
demographics more used to researching online’.38

3.181 Dignity also submitted that, based on Dignity website visits from the beginning
of 2018, consumers are increasingly searching for information on funeral
directors and crematoria online and comparing options. We note that there
has been an increase in the number of visits to Dignity’s national and local
funeral director branch pages although much of the total increase can also be
attributed to increases in online funeral notices, as indicated in Figure 9 which
shows the different website areas accessed by customers.3%*

Figure 9: Dignity website visits (2018-2020)

[<]

Source: Dignity’s final submission before the CMA’s PDR.

3.182 Looking at the evidence in the round we find that:

(a) Use of the internet by consumers in this market is low in comparison with
other markets.

(b) Currently, few consumers use the internet to compare funeral directors or
get information on at-need funeral prices. Using the internet to find more
generic information (for example, an initial search to find local funeral
director businesses and contact details) is more common.

published online; and (ii) comparing the change in the conversion rate between groups of branches that

published different prices, or did not publish a price.

381 A Co-op internal document states that there has been a [5<]% increase in visits to funeral category websites

over a 12-month period.

382 For example, Co-op’s [<] research found that:

1. In the event they needed to organise a funeral in the future, whether the funeral director was online would be
the main choice driver for [¢<]% of respondents [¢<]. By age, this was: [6<]% (70+ year olds); [<]% (50-69
year olds); [¢<]% (35-49 year olds) and [<]% (18-34 year olds). CMA analysis of the dataset (rebased for all
respondents).

2. [K]% agreed ([<]% strongly) that they would be willing to use an online-only funeral provider. By age, this
was: [K]% (70+ year olds); [¢<]% (50-69 year olds); [¢<]% (35-49 year olds) and [¢<]% (18-34 year olds).

3. Referring to some of the above results, one internal document stated that “full digital adoption is nascent”.

383 Co-op response to Working Paper on Sales Practices and Transparency, March 2020.

384 Dignity plc final submission before the CMA’s PDR.
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(c) However, there is evidence that use of the internet in this market is
growing and will become more prevalent, especially as younger
consumers (who have an existing propensity to transact online compared
with their older peers) mature.

The implications of COVID-19

3.183 Restrictions imposed as a result of COVID-19 have driven changes in
consumer behaviour. SAIF observed that, ‘typical choices discarded by the
consumer have been viewing the deceased, use of limousines, “unnecessary”
expenditure on premium options such as coffins and reduced mourner
numbers’.38 Similarly, the NAFD noted that more people are purchasing
simpler funerals (which we discuss further at paragraphs 5.116 to 5.118), for
example, with no or very scaled-down services, no wakes, no viewings at the
funeral home and fewer added extras such as limousines. The NAFD also
noted that there had been a move towards the remote arrangement of
funerals.386

3.184 Three in five people surveyed by Royal London (61%) said they had scaled
back the desired funeral for their loved one.38” When asked what type of
funeral was arranged, more than half (53%) had organised a funeral with
‘essential items only (such as a coffin, a hearse and a funeral service)'38, and
three-quarters (76%) had to reduce the number of mourners who could
attend.38% Overall, around two in three respondents had future plans for a
gathering (a wake, celebration of life or religious service) when lockdown
eases and, of these, around two-thirds said this was to allow people who had
been unable to travel to attend the funeral (67%), while a similar proportion
(65%) wanted to give their loved ones ‘a proper send-off’.3%

3.185 We heard that the pandemic will drive longer lasting changes in consumer
behaviour:

(a) The NAFD said that the move to the remote arrangement of funerals may
bring about longer-term changes in consumer and firm behaviour. Some
firms had reported to it that families now have more time to make

385 SAIF, Should the CMA consider the impact of Covid-19 on the funeral services market, 19 June 2020.

386 |mpact of COVID-19 on the funeral director market — implications for the CMA investigation. A report for the
NAFD by Europe Economics, June 2020.

387 Royal London (2020). The Impact of Covid-19 on Funerals. The Royal London National Funeral Cost Index
Report, page 8. On behalf of Royal London, YouGov surveyed 501 adults who arranged a funeral since March
2020. Fieldwork was undertaken between 28th August and 7th September 2020.

388 |bid., page 9.

389 |bid., page 8.

3% |bid., page 6, page 9.
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(b)

(c)

(d)

(e)

decisions about the details of the funeral, for example, where information
booklets are sent ahead of the conversations with the funeral director,
noting that families are able to look through all the options at their own
speed, sometimes choosing more elaborate options. It suggested that the
provision of more, informed, decision-making time may increase the ability
of consumers to make good choices about the funerals they want.3°'

The NAFD also said that the move towards remote arrangements may
well continue beyond the pandemic, with the media and firm advertising
raising the profile of online/telephone arrangements, combined with the
general trend towards online consumption across the economy. The
NAFD noted that this may enable and encourage consumers to compare
funeral directors online, and in turn may incentivise the industry to
increase their online presence, including the provision of more
information. 392

Dignity indicated that it expects to see an increasing number of customers
looking for funeral services online, enabling quicker and easier
comparison between providers.3% It noted that websites that are
available, including Dignity’s, have become ‘go-to’ places for clients to
access the sort of information they need to make informed choices about
funerals.

Dignity also said that it expects an increased recognition that different
aspects of a traditional funeral can be split, by holding a memorial service
or celebration of the deceased’s life (with a wider range of location
options) at a later date, sometime after the cremation or burial of the
deceased.?* It noted that some of the changes it introduced during
COVID-19 may become options that customers seek out afterwards — for
example, its Funeral Now Service Later options.

Co-op said that the long-term effect of the pandemic is uncertain but
noted that it ‘fully expect[s] that the changes we are observing in the
market will be permanent. For example, a take-up of low-cost funerals
could remain due to consumers’ greater awareness about these options.
We expect a shift from face-to-face contact to use of telephone and
online, providing consumers with greater opportunity to compare funeral
packages and providers.’3% Co-op also said that ‘the pandemic has
started to open the discussion around the taboo of death, noting that more

393 Dignity final submission before the PDR, 19 June 2010, paragraph 3.4(i).
394 |bid, paragraph 3.4(iii).
395 Co-op’s response to the PDR, paragraph 6.33.
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people will be able to comfortably start to discuss their deaths and plan for
it.’

(f) Funeral Partners stated that it believes ‘that the funerals industry will
continue to evolve and innovate during and after COVID-19, as it did prior
to COVID-19. Trends which are already in play (such as the increasing
importance of the digital channel, as well as innovation in relation to
products/services such as ‘direct cremation’) will continue and may simply
accelerate.’3%

(g) Westerleigh noted that changes in market structure due to the greater
availability of lower cost cremation services are accelerating, including as
a result of the COVID-19 pandemic.3%” Westerleigh stated that ‘with
increased awareness among customers of available options, the rise in
low cost funerals is expected to continue even after the effects of COVID-
19 have subsided. 3% Westerleigh highlighted the ‘decoupling’ of the
funeral or memorial service from the cremation itself, noting that ‘certain
providers now focus only on specific aspects of a traditional funeral
service, allowing customers to choose options that suit their preferences
and budgets, while funeral directors having [sic] begun offering attended
services at standard chapels or in their funeral homes, alongside a direct
cremation.’3%

3.186 However, the uncertainties about how consumer behaviour will change in the
longer term were highlighted by Freeman Brothers who told us:

‘Many people have had their thoughts about smaller or simpler
funerals challenged, and this may significantly alter their future
plans ... there could be increased demand for direct cremations,
increasing the popularity of these more quickly than would
otherwise be expected ... Of course, the opposite could also be
true, and people who felt obliged to arrange simple funerals for
their partner or parent may have found them lacking, and make
grander plans for when their own time comes.’#%

3.187 The Association of Private Crematoria and Cemeteries also stated that ‘it
really is not possible to assess what impact COVID-19 will have on the

396 Funeral Partners’ response to the PDR.

397 Westerleigh’s response to the PDR, paragraph 39.

3% |bid., paragraph 43.

399 |bid., paragraph 44.

400 Freeman Brothers’ final submission before the PDR, 18 June 2010.
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bereaved’s preferences in respect of the type of funeral they choose once the
pandemic has abated.’4%

3.188 It remains to be seen whether (and to what extent) the pandemic will have a
fundamental effect on future consumer behaviour, when recent changes may
reflect the severely limited, temporary ‘choices’ imposed by government
restrictions rather than a genuine shift in the choices that consumers would
make freely in conventional circumstances.

Conclusions on how people choose a funeral

3.189 The circumstances in which a funeral is arranged are usually extremely
challenging and affect the process of choosing a funeral director and
crematorium. There is little advance planning, meaning purchase decisions
generally have to be made in a very short time frame. Individually, contextual
factors such as the relationship with the deceased; conflicting priorities and
demands on time such as how the rent/mortgage and household bills will be
paid; inexperience of arranging funerals; and social pressures further impact
decision-making, and consumers are likely to be affected by multiple factors in
parallel.

3.190 For many, clear and rational judgments can be very difficult to make in the few
days after the death of a loved one. Some people may be particularly
negatively affected and emotionally vulnerable, for example, where the death
is sudden, where it involves a child or where the person making the
arrangements has been particularly physically or emotionally reliant on the
deceased. Even those people who are not negatively impacted by
bereavement and grief are still likely to be affected by contextual factors such
as time pressures and inexperience.

3.191 Generally, people do not obtain information to compare the offers of different
suppliers for themselves, instead relying on short-cuts to make decisions,
such as recommendations or previous experience. This is not a failure on the
part of funeral customers — rather, a natural response in the circumstances.
People thus commit to a significant financial outlay without a careful
assessment of alternative options. Social pressures to ‘do the right thing’ and
having to make decisions ‘on behalf of the deceased’ may make people err
towards more expensive options (as proxy for respect and love).

3.192 People often simply go to a funeral director that is in very close proximity to
the home of the deceased, and the basis on which the choice is made is

401 The Association of Private Crematoria and Cemeteries response to the PDR, section 8.
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3.193

3.194

3.195

3.196

narrow — familiarity/recommendation and the perception that the funeral
director will look after you are the main considerations. Price is not an
important factor in many customers’ choices — with some people relying on
ballpark estimates to guide their decisions — and they do not generally seek
price information from suppliers for comparable funerals. Moreover,
customers do not assess quality differentials between suppliers (but rather
rely on recommendations as a proxy for quality). When it comes to the quality
of funeral directors’ mortuaries, customers assume that funeral directors have
to meet certain industry standards.

Similarly, even though the largest disbursement for funerals involving a
cremation is the cremation fee, there is very limited awareness, or exercise, of
choice, with the crematorium taken as a given because location and family
connections are the overriding drivers of choice.

Having made the decision, under pressure and at speed, of which funeral
director to contact about collecting the body of the deceased, people will not
often consider switching once the body has been moved into the care of the
funeral director.

Once the customer has entered the premises of the funeral director, they do
not generally shop around. They are then generally committed emotionally
and mentally to that funeral director. They commit formally to the purchase
during the arrangement meeting, sometimes without having any idea about
how much it is going to cost them, and there is limited (or no) negotiation over
prices.*%2 People place their trust in the funeral director, wishing to hand over
control, so as to avoid making decisions themselves.

We therefore conclude, based on our research, that people who organise a
funeral do not generally exercise some of the most basic commercial
judgments that customers typically display in other high-cost consumer
purchases. We find that the funerals sector is characterised by market-
specific vulnerability: the psychological effects of grief and bereavement, and
a variety of contextual factors, including time pressures, conflicting priorities,
inexperience and social pressure — individually, and particularly in
combination — make it very challenging for consumers to engage in the
market and make informed choices, even where tools (such as the internet)
are available to assist such choices.

402 We discuss in Section 5 how this can also mean the funeral director plays a key role in shaping what services
the customer receives.
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4.1

4.2

Markets and their structures

As explained in the CMA’s market investigation guidelines, any assessment of
the working of competition usually begins with an overview of the market
structure and the possible implications of this structure for the conduct of the
firms within the market.*% In particular, the calculation of market
concentration measures can provide background data for the assessment of
the levels of firms’ market power.4%4

We start this Section with a consideration of the scope of the relevant
markets, before setting out the analysis we have carried out to assess the
level of concentration within these markets.

Market definition

4.3

4.4

4.5

The CMA’s market investigation guidelines state that defining the market
helps the CMA to focus on the sources of any market power and provides a
framework for the assessment of the effects on competition of features of a
market.40%

The guidelines also state that market definition is a useful tool, but not an end
in itself, and that identifying the relevant market involves an element of
judgement. The boundaries of the market do not determine the outcome of
our competitive assessment of a market in any mechanistic way. The
competitive assessment (discussed in Sections 5 and 6 of this report) takes
into account any relevant constraints from outside the market, segmentation
within it, or other ways in which some constraints are more important than
others.406

In the following paragraphs, we first summarise our consideration of product
market definition for funeral director services at the point of need and
crematoria services, before turning to geographic market definition for both
types of services. This will usually be determined by looking at the degree of
demand-side substitution and, where relevant, supply-side factors (including
supply-side substitution and the similarity of the competitor set and conditions
of competition).4%” More detail is provided in Appendix E.

403 CC3 (Revised), paragraph 99.

404 CC3 (Revised), paragraph 101.

405 CC3 (Revised), paragraph 132.

406 CC3 (Revised), paragraph 133.

407 CC3 (Revised), paragraphs 134 and 137; CC2 (revised). paragraph 5.2.17.
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Product market definition

4.6 The product market refers to the pool of products considered to be substitutes
for the relevant product(s).

4.7  Our starting point is the set of products and services identified in the market
investigation terms of reference,*° ie the supply of services by funeral
directors at the point of need; and the supply of crematoria services. In
considering the substitutability of goods or services set out in the terms of
reference, the CMA may conclude that the relevant product market goes
wider than those goods or services.*%

Services provided by funeral directors

4.8 The supply of services by funeral directors at the point of need is described as
follows in the terms of reference (see paragraph 1.15):

services provided by a funeral director in connection with the arrangements
for a funeral, and including, but without limitation:

e guidance and support to the family and/or persons arranging the
funeral;

e collection, storage and care of the deceased,
e organisation and services carried out on the day of the funeral;

e the supply of goods and services to facilitate the arrangements,
including, for example, the coffin, hearse and limousine(s);

e intermediary services between the customer and third parties, such as
the crematorium or burial site, a doctor or medical practitioner, a
minister or celebrant;

e discretionary services that are provided by the funeral director directly
or as an intermediary between the customer and third parties, such as
memorials, death notices, venue hire and catering, flowers, Order of
Service etc.;

e the provision of services by funeral directors in connection with the
redemption of a pre-paid funeral plan,

498 Terms of reference.
409 CC3 (Revised), paragraph 131.
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but excluding:
e the provision of pre-paid funeral plans.
4.9 In defining the relevant product market, we have considered:

(a) Whether pre-paid funerals should be part of the same product market as
at-need funerals;

(b) whether funeral director services at the point of need should be
segmented into separate, narrower markets, eg by type of funeral; and

(c) the extent to which discretionary services (eg the provision of flowers), are
in the same product market as the core funeral director services (which
comprises eg the provision of mortuary services and the organisation of
the funeral), or whether these discretionary services are separate product
markets.

Pre-paid funerals

4.10 The terms of reference exclude the provision of pre-paid funeral plans from
the market investigation. As further explained in Appendix E paragraphs 3 to
7, there are two reasons why we consider the market for at-need funerals
should not be expanded to include the provision of funerals against these
plans:

(a) On the demand side, the purchase of a pre-paid funeral is largely
determined by the plan holder in different circumstances and likely based
on different considerations from those of at-need funeral customers
arranging a funeral; at the point of need, purchasers of funerals do not
have the option of purchasing a pre-paid funeral. Purchasers of pre-paid
funerals and purchasers of funerals at the point of need therefore belong
to different customer groups;

(b) The competitive processes involved in the provision of at-need funerals
and the provision of pre-paid funerals are different, with the latter involving
the funeral director either contracting with the plan customer ahead of the
point of need, or contracting with a plan provider to deliver the funeral at
the point of redemption, where competition to serve the customer appears
more akin to competition for a largely pre-defined contract.#'°

410 According to the Market Investigation consumer survey, for 46 out of 84 respondents who activated a pre-paid
plan since J/A/S/O 2017, the plan already named the provider. Only 11 out of the 84 respondents said, ‘the plan
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412

4.13

4.14

While over the last 15 years there has been an increase in the proportion of
pre-paid funerals relative to at-need funerals in the overall funeral mix
(although this has stabilised more recently) and there is some interaction
between pre-paid and at-need funeral prices, for the reasons set out above
and based on the evidence on price interaction set out in Appendix F and
Section 5, we consider that the competitive constraints of pre-paid funerals on
at-need funerals are limited and, as such, they do not fall within the same
market. However, since the services provided by funeral directors at the point
of need are likely to be largely the same irrespective of whether that service
was paid for under a pre-paid plan or at the time of need, aspects of the
competitive assessment set out in Section 5 are relevant to both.

Different types of at-need funerals

We have considered whether, and to what extent, different types of funeral
service (ie standard funerals, simple funerals and unattended services) are
substitutes for one another.

Our view is that standard and simple funerals are in the same product market.
Based on the evidence we have seen, while there appear to be some limits on
the degree of demand-side substitution between standard and simple
funerals, on the basis of supply-side considerations (ie similarity of competitor
set and conditions of competition as well as supply-side substitution) we
consider that simple and standard funerals should be part of the same market.

We have also considered whether unattended services are in the same
product market as attended funerals and note the following:

(a) On the demand side, unattended services are unlikely to be substitutes
for attended funerals given customer preferences; and

(b) on the supply side, although some additional investment may be required
by those providers who focus on unattended services, funeral directors
could generally switch capacity relatively easily between attended
funerals and unattended services in response to changes in their relative
prices. While we note some funeral directors focus more on unattended

provider left the choice of funeral director entirely to me/us when |/we activated the plan’. Other responses were,
‘the plan provider chose a funeral director when I/we activated the plan’ (n=5/84) and ‘the plan provider asked
me/us to choose a funeral director from the shortlist they supplied when I/we activated the plan’ (n=1/84). Market
Investigation consumer survey, Tables 277-279, Question PPFP3. Base: All 18+/UK who activated a pre-paid
funeral plan (PPFP) since J/A/S/O 2017 (n=84).
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services and some funeral directors do not offer unattended services, the
competitor sets and conditions of competition appear largely similar.

4.15 We therefore consider that unattended services and attended funerals should
be included within the same product market. The same applies to the variants
of these services that are emerging.

4.16 However, we recognise that funerals are differentiated products*'! and the
boundaries between different types of funerals are not clear-cut. In the
competitive assessment we assess the extent of the constraints imposed by
simple funerals on standard funerals as well as by unattended services on
attended funerals. We are aware that there are some specialist providers who
only offer unattended services and typically do so online and without a
network of funeral home branches (see paragraph 2.101). These are
considered as part of our competitive assessment in Section 5.

Additional optional services

4.17 In addition to professional services, such as care of the deceased, funeral
directors provide a number of products and services that customers, if they
wished, could purchase separately from another source, such as the coffin,
and additional optional services such as flowers, memorials, death notices
etc.

4.18 The propensity for customers to buy such products and/or services from the
same supplier appears to vary depending on the product/service involved.

4.19 Our view is that these items are within the relevant market where they are
provided by the funeral director, as this would be part of the service the
funeral director offers to the customer in organising logistical arrangements on
their behalf. Where customers choose to purchase additional services directly
from a third-party provider, these would fall outside of the relevant market.

Conclusion

4.20 We conclude that the relevant product market for the purpose of the
competitive assessment (Section 5) is the provision of all types of funeral
director services at the point of need.

411 For example, due to different approaches in whether funeral directors offer packages or more bespoke
approaches, the way such packages are formulated, and the degree of personalisation requested by customers.
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Crematoria services
4.21 Crematoria services are defined as follows in the terms of reference:

the services provided by a crematorium in connection with the cremation of
the deceased, including the provision of a chapel or specific place for
attended cremations, the committal and the associated sales of additional
products and services, such as memorials, audio-visual support and
hospitality.

4.22 In defining the relevant product market, we have considered:

(a) Whether burial services, the other major type of funeral, are part of the
same product market as crematoria services;

(b) whether crematoria services should be segmented into separate,
narrower markets for different types of services (for example, reduced fee
services and standard fee services); and

(c) whether additional optional services should be in the same product
market as the main cremation service.

Burial and crematoria services

4.23 Our current view is that burial services are not in the same product market as
crematoria services for the following reasons.

4.24 First, there appears to be little, if any, demand-side substitution:

(a) Customers may not choose between burials and cremations at the point
of purchase given that the deceased may make their wishes explicitly or
implicitly known in advance (this may be due to faith or tradition);4'? and

(b) there are large price differentials between burials and cremations (see
Figure 6), which makes it unlikely that customers would switch from
cremation to burial in the event of a small but significant price rise in
cremation fees.#!3

412 We note in paragraph 3.26 that 58% of funeral arrangers knew whether their loved one wanted a burial or
cremation. The Market Study consumer research found that when a burial was chosen, the deceased had
typically made this known and chosen the burial ground themselves (Market Study consumer research,
paragraph 4.2.10).

413 We note that the cremation rate has gradually increased (from 71% in 2000 to 78% in 2018 — see Cremation
Society, Cremation Statistics 2018). As such, a lower proportion of the deceased are buried. In considering the
constraints on crematoria, we have focussed on the extent to which customers would switch from cremation to
burial in response to a small but significant increase in price (as opposed to whether customers would switch
from burial to cremation).
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4.25

4.26

4.27

Second, supply-side substitution from burial to crematoria services is also

unlikely to exist as, in the event of an increase in the price of a cremation,

burial providers would not be able to easily switch from providing burials to
cremations given the significant cost and time required to for a provider of

burials to start or expand cremation capacity.

Different types of cremation service

In paragraph 2.9 we have identified three major types of cremation: standard
fee services, reduced fee services and unattended services. Standard fee
services are those services charged at the full fee, normally during peak
hours. Reduced fee services are attended services held in off-peak hours (ie
services typically held at 9am or 9.30am). Unattended services are
cremations without a service (also referred to as direct cremations). We have
considered:

(a) Whether standard fee services are in the same product market as
reduced fee services and weekend services; and

(b) whether attended and unattended services constitute separate product
markets (we also note that other types of service are available, such as
direct cremations that can be attended but with restrictions on aspects of
the cremation service such as the numbers of mourners, service lengths,
and/or service locations).

e Standard, reduced fee and weekend services

On the demand side, given the significantly lower fees charged for reduced
fee services (further details in Section 7) and the fact that the service involves
an off-peak time slot, it is unlikely that a large proportion of customers would
switch between a standard fee service and a reduced fee service in response
to a small change in their relative prices. Customers have a preference for
booking slots in the middle of the day such that the cremation service is held
at a time convenient to mourners.*'* Customers may choose weekend
services for similar reasons of convenience, and weekend services are
typically more expensive than standard fee services. As such, it is unlikely

414 Memoria notes that “increasingly... customers want the cremations to take place in the middle of the day
during the week”. (Memoria response to the Issues Statement, page 2- 3) Dignity notes that “customers often
prefer slots...at certain times of day, regardless of lower cost options being available at alternate times on the
same day” (Dignity response to the Issues Statement, page 8, paragraph 3.12 (i)). The Planning Inspectorate
noted: “the fact that ... crematorium, for example, has plenty of availability in the summer months, or at 1630
hours on a winter’s afternoon is of little comfort or use to those needing to book a funeral at the busiest time of
the year at a time of day that would actually allow friends and family to attend” (Appeal Decision, Land east of
Derby Road, Swanwick, Derbyshire, paragraph 31).
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that a large proportion of customers would switch between a weekend service
and a standard fee service in response to a small change in their relative
prices. Our provisional view is therefore that there is likely to be limited
demand-side substitution between these three types of services.

4.28 However, most crematorium operators provide the three types of cremation
service,*'® and, as such, conditions of competition are likely to be broadly
similar across these services. In addition, within the limits of slots existing for
each service type (given the specific time of the day/week of each), it is
relatively easy for suppliers to switch between the provision of different types
of cremation service given that no additional investments are required and
suppliers can easily utilise the same facilities and move staff between the
three types of service*'® (the main constraint is whether capacity is available
such that suppliers could accommodate customers’ demand for each type of
service).*!”

4.29 We therefore consider that the three types of services should be included in
the same product market on the basis of supply-side considerations, namely
that the conditions of competition across each type of service are similar and
suppliers can relatively easily switch between providing the different types of
service. We will consider the constraint from reduced fee services on standard
fee services in our competitive assessment, but, in any event, we note that
reduced fee services account for a low proportion of crematorium operators’
revenue.

e Unattended services

4.30 On the demand side, we do not consider that attended and unattended
services are likely to be close substitutes for many customers and, as such,
there appears to be little demand-side substitution between them.*'® This is
because:

(a) Attended and unattended services have different characteristics (in
particular, unattended services do not have services, and this is likely to
be important to many families/mourners); and

415 We estimate that nearly 70% of crematoria offer a form of reduced fee service (based on 249 observations)
and 66% of crematoria offer weekend services (based on 290 observations).

4186 Many crematoria have told us they have recently started offering reduced fee services in addition to offering
standard fee services.

417 We note in paragraph 4.91 that capacity constraints do not appear to be widespread.

418 Any behavioural changes seen in the current COVID-19 pandemic (in particular, any higher uptake of
unattended services) do not alter our current view, as the increase in the number of unattended services is not a
customer response to a change in relative prices or quality, but a change in behaviour likely driven by temporary
restrictions on the holding of attended services.
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4.32

4.33

4.34

(b) there is a large price differential between these types of service (see
Section 7) which indicates it is unlikely that many customers would switch
between unattended and attended services in response to a small change
in their relative prices.

On the supply side, however, most crematorium operators offer both attended
and unattended services. Given that broadly the same suppliers are present
in the supply of attended and unattended services, and, as noted above, it is
relatively easy to switch between providing different types of cremation given
that suppliers do not have to make additional investments in order to provide
a different type of service, we consider there to be a single product market for
the supply of attended and unattended services. We will consider the
constraint from unattended services on attended services in our competitive
assessment, but, in any event, we note that unattended services account for a
very low proportion of crematorium operators’ revenues.*'°

Additional optional services

In addition to the main service offered by a crematorium (chapel time and
actual cremation of the deceased), crematorium operators also offer
additional optional services (such as the use of an organist or bearers when
an additional charge is levied) in the same product market.

In this case, given that customers generally buy the main service and add-on
services from the same supplier together, and we understand that there are
no third-party suppliers of such add-on services, we consider them to be in
the same market.

Conclusion

We conclude that the relevant product market for the purpose of the
competitive assessment (Section 6) is the provision of all types of crematoria
services, including additional optional services.

Geographic market definition

4.35

The geographic market is the area covering a set of suppliers which compete
closely because enough customers consider them to be substitutes. 420

419 Crematorium operators derive a low proportion of their income from unattended services compared with
attended services (around 1% of their total revenues). Based on 2018 data from the four largest crematorium
operators (see Figure 4).

420 CC3 (Revised), paragraph 145.
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4.36 As set out below, given customers’ preferences for funeral directors or
crematoria that are in close proximity to them, the geographic markets for
funeral director services and crematoria services are local. The precise
delineation of a given local geographic market is shaped by a variety of local
factors. For the purpose of collectively analysing a very large number of local
markets, we consider it appropriate to define geographic markets in the
provision of funeral director services and crematoria services respectively
based on an average scope, drawn from a range of evidence as to how far
customers are typically willing to travel for these services which holds across
all local markets. For crematoria, when carrying out concentration analyses
we have, however, considered sensitivities around the average geographic
market scope (and, similarly, around the average catchment area), and in the
competitive assessment we have considered the existence and strength of
competitive constraints within and outside the market where relevant (for
example, in the analysis of the number and location of rivals in crematoria
catchment areas in Section 6).

Funeral directors

4.37 Customers generally arrange a funeral to take place close to where the
deceased lived and make decisions, such as which funeral director to choose,
within a local area (as discussed in Section 3). As set out in further detail in
Appendix E, various sources of evidence indicate that most customers travel
for up to 20 minutes to a funeral director, although it also appears that a
significant proportion do not travel for as long as this. The Market
Investigation consumer survey found that two-thirds of customers (65%) said
the deceased lived within 15 minutes’ drive time of the premises of the funeral
director they used, and four-fifths of customers (80%) told us that the
deceased had lived within a 20-minute drive time of the premises of the
funeral director they used.*?! This is consistent with evidence gathered from
funeral directors during both the Market Study and Market Investigation
(although some of this evidence also indicates customers travel less than
this).

4.38 We have considered whether the geographic market for unattended services
may be wider, given the restrictions that apply to this type of offering and the
effect of this on the need for the customer to interact with the funeral director
in person (eg no viewings or attendance at a service, limited

421 Market Investigation consumer survey, Tables 103-105, QFD3a+FD9a+FD15a (SUMMARY). Base: all UK
adults 18+ involved in making at-need burial or cremation funeral arrangements since J/A/S/O 2017 who used a
funeral director (n=279).
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4.39

4.40

arrangements).4??2 However, the evidence does not suggest there is a material
difference. While the number of respondents to the Market Investigation
consumer survey who arranged a direct cremation funeral was very small,
most used a local funeral director (ie within a 20-minute drive time).4?3 There
may also be logistical challenges for a funeral director in transporting the
deceased over long distances (either collecting from the place of death or
taking to the crematorium), particularly where the funeral director does not
have a wide network of branches.

To the extent that some competitive actions are taken across a wider area (for
example, where Dignity and Co-op monitor or respond to competitive changes
on a national level) we take this into account in the competitive assessment in
Section 5.

Conclusion

We conclude that the geographic markets for funeral director services at point
of need are local. As noted in paragraph 4.36, the precise scope of each local
market is likely to vary depending on local factors. The evidence set out
above suggests local markets are generally in the range of 15 to 20 minutes’
drive time from the funeral director location, although they can be narrower.
For the purpose of the concentration analysis, we use the narrower
delineation of 15-minute drive time from the funeral director branch.

Crematoria

4.41

4.42

Customers generally use a crematorium local to where the deceased lived
and make decisions over a local ‘home area’, as described in paragraph
3.114.

The following sources of evidence indicate that customers are generally
willing to or do travel up to approximately 30 minutes to use a crematorium#*24
(a full description of the evidence is included in Appendix E):

(a) Internal documents and commentary from private crematorium operators;

422 \We also note that some providers set prices for unattended cremations on a national basis.

423 CMA analysis of consumer survey dataset. Indicative finding; very small base size (n=14).

424 This evidence generally relates to the drive time from the address of the deceased to the crematorium but in
some instances relates to the drive time from the funeral director branch used to the crematorium (in particular
the evidence at 4.42(f)) or the drive time from one crematorium to another (in particular the evidence at 4.42(e)).
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(b) planning applications and appeals for new crematoria, in which a 30-
minute drive time is recognised as an industry standard for travel time to a
crematorium;

(c) survey evidence from Westerleigh, which suggests customers would
experience distress from having to travel over 30 minutes to a
crematorium;

(d) the Market Investigation consumer survey, which suggests that four-fifths
of customers travelled up to 30 minutes to use a crematorium;

(e) entry analysis which indicates that crematoria who experience entry lose
limited volumes when the entrant is over 30 minutes away; and

() catchment area analysis which indicates that, on average, the majority of
a crematorium’s customers travel around 30 minutes to the crematorium.

We considered whether our analysis of local concentration should be based
on normal driving speeds, or the slower speeds taken by a funeral cortege
(accepted as 60% of normal driving speeds). The evidence above refers to
30-minute drive time based on cortege speeds, with the exception of the
Market Investigation consumer survey where the survey question did not
specify whether respondents should answer in terms of normal or cortege
speeds. Given the widespread use of funeral corteges, and the use of cortege
drive times by crematorium operators in their internal documents and planning
applications, we consider this to be an appropriate measure when considering
local concentration (further detail on the use of cortege speeds is included in
Appendix E).

We received representations that some of the evidence indicates that the
geographic market is wider than a 30-minute cortege drive time (full details of
representations made are included in Appendix E). In particular:

(a) Westerleigh conducted a survey of its customers which reported that [80-
90%] of those surveyed travelled up to 50 minutes at cortege speeds to
the crematorium they used. Westerleigh'’s survey also found that, on
average, the deceased lived [¢<] minutes (at cortege speeds) from the
crematorium; and

(b) Westerleigh and Memoria argued that our entry analysis (described in
Appendix M) shows that incumbent crematoria are affected by entry and
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lose volumes, even when an entrant opens over 30 minutes (at cortege
speeds) from them.425

In relation to point (a) above, we note that, based on Westerleigh’s own data,
Westerleigh’s average catchment area (which measures how far its
customers actually travelled) is [¢<] minutes at cortege speeds when
measured from the location of the funeral director (and the average catchment
area could potentially be up to [¢<] at cortege speed if measured from the
address of the deceased).4?® There is therefore a slight inconsistency
between the shorter distances actually travelled by customers based on
Westerleigh’s data, and what customers reported in its survey.

In relation to point (b), our entry analysis estimates the effect of entry on
incumbent crematoria volumes, and how this varies with the cortege drive
time between the incumbent and entrant. Our analysis shows that crematoria
experiencing entry from an entrant that is located between 33 minutes and 42
minutes away (at cortege speeds) lose volumes, although the loss of volume
is significantly smaller than for those crematoria located closer to an
incumbent (see Appendix M). Our analysis also shows that for crematoria
experiencing entry from an entrant that is located between 42 and 50 minutes
away there is no statistically significant effect on volumes. As such, to the
extent that new entrants have an effect on incumbents’ volumes, this effect is
significantly reduced beyond 33 minutes and is not statistically significant
beyond 42 minutes.

In their responses to the PDR, Memoria and Westerleigh submitted that the
geographic scope used for our consideration of local concentration and
competitive constraints remained too narrow.*?” As explained above, we have
considered a range of evidence and looked at this in the round in reaching our
conclusion. We have also applied sensitivities in our analysis below, with
respect to both drive times and the catchment areas of individual
crematoria.*2®

Conclusion

We conclude that the geographic markets for crematoria services are local.
As noted in paragraph 4.36, the precise scope of each geographic market is

425 \Westerleigh, Westerleigh's response to the CMA'’s entry analysis, paragraph 2a and Memoria'‘s response to
the CMA'’s working papers published on 30 January 2020, page 10.

426 Westerleigh has argued that catchment areas based on the address of the deceased are [¢<]% per cent
larger than catchment areas based on the location of the funeral director. Adjusting the average Westerleigh
catchment area ([¢<] minutes) to take account of this argument leads to an average Westerleigh catchment area
of [8<] minutes.

427 Memoria’s response to the PDR, section 3.3.2. Westerleigh’s response to the PDR, paragraphs 58-61.

428 |Including both 30-minute and 40-minute drive times, and both 80% and 90% customer catchment areas.
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likely to vary depending on local factors. Based on the evidence set out
above, for the purpose of our analysis of concentration and the assessment of
competitive constraints, we have adopted an average geographic scope of 30
minutes’ drive time at cortege speed from the crematorium. However,
recognising that some evidence (in particular, survey evidence and the entry
analysis) points towards a scope wider than a 30-minute drive time we have
also considered a sensitivity of 40 minutes’ drive time at cortege speed (given
the arguments set out in the preceding paragraphs) in our analysis of
concentration and in the assessment of local competitive constraints.

Local concentration in the supply of funeral director services at the
point of need

4.49

4.50

4.51

4.52

As set out in Section 2, the three Largest funeral directors (by branch
numbers) operate around one-third of all funeral director branches across the
UK and conducted around 30% of funerals in 2018. This indicates that overall,
at national level, concentration is relatively low. We consider below levels of
concentration at a more local level.

Our review of evidence from funeral directors and industry professionals
indicates that barriers to entry and expansion into the provision of funeral
director services are generally low, though the level of costs involved in
setting up a funeral director business depends on the business model
adopted (see Appendix G for a review of the evidence). In addition, evidence
received from incumbent funeral directors indicates that they have faced new
entrants in many local areas (see Appendix G). Our view is therefore that
barriers to entry for the provision of funeral director services are generally low.

Given the low barriers to entry, we would not expect there to be major and
sustained concentration issues within the local markets. We have tested this
hypothesis through the analysis that follows.

Using the dataset of funeral directors compiled by GTS (see paragraph 2.72)
which was updated in August 2019,4?° we have estimated the level of local
concentration in the supply of funeral director services at the point of need, on
a 15-minute drive time basis, as set out in paragraph 4.40.43° While we
consider it unlikely that GTS’s dataset captures every funeral director
company or branch, given the highly fragmented nature of the sector and

429 This data set listed 6,168 branches as open, operated by 2,294 companies as of August 2019 (see Appendix
G for further details). These figures are in line with previous estimates of the number of funeral director branches
in the UK. See paragraph 2.72 for previous estimates.

430 See Appendix G for further details.
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complexity of synthesizing multiple sources of information, we consider this
dataset to be the best available source of this kind of data and sufficient to
enable us to make an appropriate assessment of local concentration. 43

4.53 The analysis we have carried out indicates that:

(a) The vast majority (93%) of funeral director branches are in areas with four
or more rival fascia*®? within a 15-minute drive time;

(b) the funeral director branches in areas with three or fewer rival fascia are
disproportionately in rural areas*3® compared with the total funeral director
branch population in the dataset;*3* and

(c) for those funeral director branches with three rival fascia within 15
minutes, 74% of the funeral director branches have a nearest rival fascia
within 5 minutes (increasing to 86% within 10 minutes).

4.54 We acknowledge that the fascia count measure we have used in the
concentration analysis attaches equal weight to each competitor, even though
there may be customer groups for whom the effective choice of funeral
directors is more limited than this may indicate (for example, where not all
funeral directors may be able to meet the religious or cultural requirements of
some customers). The data available to us does not enable us to segment the
funeral director population according to their ability to meet different
customers’ needs, but we note that, if there was a mismatch between the
demand from a specific community and the supply of funeral director services,
we would expect new entry into the local area to meet that demand.
Therefore, and notwithstanding this limitation, based on the evidence in
paragraph 4.53 above, our view is that the supply of funeral director services
at the point of need is generally not locally concentrated.

Local concentration in the supply of crematoria services

4.55 As indicated in the CMA’s market investigation guidelines, both barriers to
entry and market concentration may be structural features that harm
competition.43%

431 We note there are small differences between the number of branches in GTS'’s dataset which the Largest
companies operate and the number of branches these parties have told us they operate (as set out at
paragraphs 2.75 to 2.77). This may be due to inconsistencies in the time period to which the numbers relate. See
Appendix G for details.

432 By fascia we mean a competitor under different ownership.

433 As defined by the Office for National Statistics.

434 57% of areas which have three or fewer rival fascia within a 15-minute drive time are in rural areas; this
compares with 18% of all areas in the dataset being in rural areas.

435 CC3 (Revised), paragraph 157.
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4.56 Entry or expansion by firms will often stimulate competition. Therefore, a
major source of competitive discipline is generally eliminated or reduced if
there is any barrier to market entry and expansion (whether an absolute
barrier, or some other form of restriction, such as aspects of the market that
deter entry). To test the effects on competition of any barriers to entry for
crematoria, we have assessed the impact that the entry barriers identified
have had, are having, or may have in the future.

4.57 In particular, barriers to entry can be an underlying cause of sustained high
levels of concentration, which is itself a potential source of market power,
where a single firm or a small number of firms supplies all, or nearly all, of a
market for a product or service.*36

Barriers to entry and expansion

Economic barriers to entry

4.58 The main economic barriers to entry relate to the high initial sunk costs
required to enter in a given local area and the need to find a suitable area
where the new crematorium will be able to conduct sufficient volumes to cover
their fixed costs.

4.59 A new crematorium will incur high sunk costs in gaining planning approval and
in construction:

(a) Planning costs for successful new-build crematoria are, on average,
£372,000 (and unsuccessful attempts to gain planning permission cost
are, on average, £267,000);4%” and

(b) the cost of recently built crematoria has ranged from £3.4m to £8.5m.

4.60 Dignity, Westerleigh and Memoria have identified these high sunk costs as a
barrier to entry and a significant factor impeding the development of new
crematoria. However, Horizon Crematoria, a new entrant, has noted that once
planning permission is in place, raising capital is not intrinsically difficult as,
“banks will loan money for construction at normal commercial rates and
venture capitalists are prepared to supply funding to help obtain planning
permission and buy land. They are attracted by the intrinsic security of the
sector with its actuarially measurable income streams.”438

436 CC3 (Revised), paragraph 179 (a)-(b).

437 CMA analysis of 33 successful entry attempts and seven unsuccessful attempts; data from Dignity,
Westerleigh and Memoria.

438 Horizon response to Issues Statement, paragraph 41.

144


https://www.gov.uk/government/publications/market-investigations-guidelines
https://assets.publishing.service.gov.uk/media/5d109879ed915d093304f018/Horizon_Cremation.pdf

4.61

4.62

Crematoria, given their high fixed costs, need to conduct a sufficient volume
of cremations (at a particular fee) for entry to be profitable. Dignity,
Westerleigh and Memoria have all told us that a certain level of demand is
required to enter, with Westerleigh stating: “a crematorium would need to be
situated where a population requires additional provision. Crematoria can only
be downsized to a small degree to reflect reduced level [sic] of expected
demand. All new crematoria will require a minimum level of infrastructure, as
even a crematorium expecting a small number of funerals in a year would
need to be able to accommodate large sized services and have the
appropriate site size, chapel size, car parking and other facilities necessary
[sic]”.43® We have a range of evidence on the number of cremations that a
crematorium needs to conduct in order to be viable/profitable:

(a) Dignity stated that a typical new crematorium would need to conduct 800
cremations per year in order to break even;

(b) Memoria stated that a crematorium would need to conduct 800
cremations per year (at £800 per cremation) in order to service its debt;440

(c) LCC stated that its model is [¢<];

(d) aformer bereavement services manager stated that the baseline for a
profitable crematorium is 800 cremations per year;*4!

(e) The FBCA stated that, in the past, a crematorium would need to conduct
between 900 and 1,000 cremations per year to be financially viable,
although this has fallen to around 600 cremations given the current level
of cremation fees; and

() Westerleigh provided slightly different evidence arguing that crematoria
carrying out 1,000 cremations per year would not be busy enough to be
efficient.

New crematoria face barriers to entry through both high sunk costs and high
fixed costs. Profitable entry will only occur in an area where a new
crematorium can conduct a sufficient number of cremations. As such,
crematoria tend to enter in areas where there is high demand, and where
existing crematoria are operating well above break-even volumes.

439 Dignity notes the need for a ‘clear market opportunity’ in its response to the Issues Statement.
440 Memoria response to Interim Report, p13.
441 Ken West response to Issues Statement.
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Planning process

4.63

4.64

4.65

There are two specific aspects to the planning regime which can act as a
barrier to entry: it constrains the potential location of new sites and
crematorium operators will have to support their planning applications with
evidence of a local ‘need’ for new crematorium provision.

In England and Wales, the 1902 Act states that, “No crematorium shall be
constructed nearer to any dwelling-house than two hundred yards, except with
the consent, in writing of the owner, lessee and occupier of such house, nor
within fifty yards of any public highway, nor in the consecrated part of the
burial ground of any burial authority”.44? This reduces the potential areas in
which a crematorium development will be permitted and rules out many urban
areas, and thus can push new crematoria into rural or Green Belt areas.**3 In
London this limit is reduced to 100 yards. In Scotland there is no minimum
distance and it is a matter for the planning system to consider development
applications for new crematoria in the general context of a given location.*44

Crematorium operators have to prove a ‘need’ for a new crematorium to
planning authorities. Whilst LPAs will determine each planning application on
its own specific facts, some past planning decisions in England and Wales
have defined the level of quantitative and qualitative need which providers
should show as part of their planning application:

(a) ‘Quantitative’ need is considered to be the number of people who will be
closer to the new crematorium compared with any other. Recent appeal
decisions have defined an area to have a quantitative need where there
will be 136,000-171,000 people for whom the new crematorium will be the
closest crematorium;*4® and

(b) ‘Qualitative’ need is typically the number of people who will now have less
than a 30-minute cortege drive time to the crematorium, who used to have
greater than a 30-minute cortege drive time, although other factors such
as waiting times have also been considered by planning authorities.
Recent decisions have considered a qualitative need exists where there
will be 59,000-95,000 people who will, for the first time, have a
crematorium within a 30-minute cortege drive time.446

442 The 1902 Act, section 5.

443 We note that even if these restrictions did not apply, this would not be likely to significantly increase the types
of area over which crematorium operators would consider building a crematorium as areas close to highways or
housing may not provide the secluded and private settings that a crematorium requires.

444 Appendix B, paragraph 94.

445 Appendix B, paragraph 100.

446 Appendix B, paragraph 100.
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4.66 The requirement to demonstrate a ‘need’ can raise a number of specific
barriers:

(a) Entry can generally only occur where a ‘need’ exists, which reduces the
number of potential suitable locations where entry can occur;

(b) demonstrating a need involves sunk costs and engaging in a planning
process where the outcome is uncertain. As noted in paragraph 4.59(a)
these costs can be relatively high. Dignity has noted that, “the majority of
applications for planning consent of new private sector crematoria tend to
go through a rejection first and then approval on appeal” and that many of
their recent planned openings have been subject to an appeal;**” and

(c) private providers have argued that local authority planning departments
may have an incentive to prevent entry by private providers to protect
their own crematoria.*4¢ However, we note that if this were to occur, it
would likely be challenged or resolved through the appeals process (and
we have seen no example of challenges on such grounds being made).#4°
Westerleigh told us that “a local authority cannot refuse an application on
the grounds that it has a crematorium of its own in the local area”.

4.67 Despite the barriers mentioned above, crematorium operators do not tend to
consider the planning regime to be a significant barrier to entry. Westerleigh
notes that, “whilst there are barriers to the development of a new
crematorium, recent experience has shown that these can be overcome”.
Memoria notes that “although ... the time and costs associated with the
planning process for crematoria is an important factor in the analysis,
Memoria does not believe the planning process is the main reason impeding
the development of new crematoria”.#*° Plymouth City Council has stated that,
in the construction of new crematoria facilities, there are “significant planning
constraints”®! but it does “not consider the planning regime as such ... the
barrier”.452

4.68 However, Westerleigh and Dignity both note that the risk of failing to gain
planning permission affects the potential range of sites that they consider
when deciding where to develop a new crematorium. Westerleigh states that,
“frequently as part of the site searching process, specific site locations are not
pursued, despite considering that a ‘need’ existed ... The significant cost and

447 []

448 Horizon response to Issues Statement, paragraph 35. Dignity response to Issues Statement, paragraph 4.19.
449 [K]

450 Memoria response to Issues Statement, page 3.

451 Plymouth City Council response to Issues Statement, paragraph 4.4.

452 plymouth City Council response to Issues Statement, paragraph 5.
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4.69

scale of risk involved limits the number of site applications that can be
pursued at any time and results in the careful selection and prioritisation of
those sites that are pursued”. Dignity states that, “the planning process and
the historical failures of private operators to secure planning permission
directly affect their future site search and selection criteria employed”.453

We note that the planning regime is not focused on competition but serves a
purpose to ensure that wider societal needs are met (for example, considering
the possible impact new build crematoria may have both on the local
environment and residents living within a local area).

Effect of the planning regime combined with volume requirements

4.70

We have considered the extent to which the planning regime, which requires
a ‘need’ assessment, and the economic need to conduct a certain volume of
cremations interact. In its response to the PDR, Memoria recognised that,
‘Crematoria will naturally try to locate in areas that are currently underserved
... due to both the need to find sufficient demand to offer a return on capital
investments, and the nature of needs assessments and the local planning
process, which makes it difficult to locate new crematoria close to existing
sites in population centres...” 4% In particular, we have considered whether
there are areas where entry would be economically viable but has not
occurred because it was difficult to prove a ‘need.” We asked Dignity,
Westerleigh and Memoria to identify areas where they may have entered but
did not do so because they could not prove a ‘need’ for the purposes of the
planning regime. Dignity provided one example of an area where they did not
enter because the of the requirement to demonstrate a need (in [¢<], as the
site was too close to existing crematoria). Dignity provided a further example
where they did not enter because the site could not pass the 200 yard rule’.
Memoria provided one instance (noting that it tries to avoid the expense of
progressing a development that through experience it considers unlikely to
gain planning permission). More frequently, Dignity and Memoria did not
proceed with developments because an alternative crematorium operator
gained planning permission first (making the proposed development
uneconomic). As noted in paragraph 4.68, Westerleigh carefully selects and
prioritises sites, and will only attempt to enter areas where it considers there is
a strong probability of being able to prove a need for planning purposes and
where cremation numbers will justify the investment. Westerleigh told us that
there have been only a few instances where it has withdrawn from a firm

453 Dignity plc response to the CMA'’s working papers on cremation services of 30 January 2020, p19, 27
February 2020.
454 Memoria’s response to the PDR; section 3.3.4, page 28.
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Average number of cremations per incumbent

crematorium

4.71

4.72

opportunity due to a competitor scheme, and noted this is due to a
combination of “the increased planning risk ... as well as changes to the
economics of the potential investment”.

As such, we consider that the ‘needs’ test is broadly aligned with the
economic incentives to open a new crematorium, which has to conduct a
sufficient number of cremations to cover its high fixed costs. There are very
few cases where the planning regime has prevented entry by a crematorium
that could have otherwise been economically viable.

As discussed in paragraph 2.21, despite these barriers to entry, new
crematoria have been built over time. Our analysis of cremation volumes
across crematoria over time shows that the average number of cremations
per crematorium has remained either relatively stable for providers or has
increased slightly for some suppliers. This is shown in Figure 10 below.

Figure 10: Average number of cremations per crematorium (that opened during or before
2008), 2008 to 2018

2000

1800

1600

1400

1200

1000

800

600

400

200

e e ey e f_:_:j_.' S——
= — 5
PO
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Year
—=@=Dignity ==#=Westerleigh LA  ==@e==Smaller private providers — es@es| CC

Source: CMA analysis of Cremation Society data.

4.73 The above data indicates that new crematoria have delivered additional

capacity to meet growing demand, as opposed to reducing average volumes
at existing crematoria. We consider further how incumbent operators have
responded to entry in paragraphs 6.149 to 6.185.

Barriers to expansion

4.74

We have considered whether there are any specific barriers to expansion for
existing crematoria. We note that Westerleigh has expanded three of its
crematoria (Westerleigh in 2016 and West Suffolk and Basildon in 2018) by
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adding an additional chapel and/or café/hospitality suites. Existing crematoria
may be able to add an additional chapel on their grounds in order to provide
additional chapel capacity. Memoria states: “the level of difficulty in relation to
significantly expanding capacity at a crematorium completely depends on
each individual site and building layout. For example, if you have unused land
within your existing site, it may be possible to extend buildings leading to
another chapel or cremator being constructed. However, given the fact that
you can’t develop on consecrated ground (where human remains have been
placed) and you already need significant space in the successful operation of
a crematorium, it is very unusual that you have space available to perform
significant expansions.”

Scope for future entry

4.75

4.76

We have gathered evidence on the scope for new entry:

(a) Dignity told us that, “at current death rates large areas of the UK are not
suitable for such an investment”, and it noted that there is probably scope
for around a dozen new crematoria;

(b) Westerleigh told us that, “whilst a number of new crematoria have been
developed in recent years, overall, the crematorium market is mature”
where “as a result the market opportunity is limited” since the “stock of
crematoria in the UK are well established in their local markets”;

(c) Memoria stated that “identifying new build crematoria opportunities is ...
challenging”; and

(d) the FBCA has stated that, “there [are] potentially around ten opportunities
left in England, Scotland and Wales to introduce new crematoria that are
viable to carry out sufficient numbers of cremations a year”.4%°

Westerleigh,*%® Memoria,*®” and LCC*% have subsequently argued that there
remains scope for new crematoria entry.

455 MHCLG Crematoria Provision and Facilities: Government Response to the Review, page 8.

456 \Westerleigh states: “This [limited opportunities for further development] is incorrect. In fact, development of
new crematoria continues at pace, in line with recent trends”. Westerleigh, Westerleigh Group’s response to the
CMA’s working papers published on 30 January 2020, paragraph 20a.

457 Memoria notes that statements in relation to the scope for new crematoria: “only relate to the ability of current
supply to meet current demand”. Memoria Ltd, Response to the CMA’s working papers published on 30 January
2020, page 27.

458 | CC states: “However, the LCC strongly disagrees with the assertion that the market is mature, and that there
are only 10-12 viable sites for entry. This does not accord with the LCC’s experience, which is that there are
significant possibilities for entry, particularly for smaller scale crematoria”. London Cremation Company response
to working papers, paragraph 38.
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4.77 We gathered information from crematorium operators in relation to the
number of crematoria that they have in their pipelines. In total, we estimate
there are about 30 crematoria at various stages of development (some under
appeal, some currently without planning permission, and some where no land
has been obtained).459

4.78 While there is some uncertainty around the scope for new entry given
uncertainty over future changes in the population, death rate and cremation
rate, the evidence set out above points toward a limited number of crematoria
potentially entering the crematoria market across the UK in the foreseeable
future.

Conclusions on barriers to entry and expansion

4.79 We have found that barriers to entry in the provision of crematoria services
are high. The key barriers to entry are economic barriers (the high sunk cost
of entry and the high fixed costs of operating a crematorium) and planning
barriers (in particular, the requirement to demonstrate that any new
crematorium meets a need and meets specific locational requirements). While
some entry has occurred over recent years, we have found that crematorium
operators had to be selective with the sites/areas that they chose to target in
order to reduce the risks associated with the planning regime and the high
sunk costs of entry.46% We consider that the ‘needs’ test is broadly aligned
with the economic incentives to open a new crematorium, which has to
conduct a sufficient number of cremations to cover its high fixed costs. This
means that removing any barriers to entry arising through the planning regime
(in particular the ‘needs’ test) is unlikely to significantly affect the likelihood of
entry.

Level of local concentration

4.80 As explained in paragraph 4.43, the analysis in this section is based on
cortege driving speeds (and cortege drive times between locations), rather
than normal driving speeds.

459 Given that some of these plans may be from different operators in the same area, and/or the risk of planning
refusal, the number of crematoria that will actually be developed may be less.

460 Westerleigh submitted that significant new entry into the crematoria sector in recent decades contradicts a
finding of high barriers to entry (Westerleigh’s response to the PDR, paragraphs 15-16). However, we note that
previous episodes of entry do not necessarily prove that entry was easy, that it is likely to take place again, or
that the possibility of entry is imposing a competitive constraint (see CC3 (Revised), paragraph 234).
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4.81

4.82

4.83

We have assessed local concentration based on a fascia count measure,*6’
by looking at:

(a) The extent to which crematoria have rival fascia within a 30-minute and a
40-minute drive time (see paragraph 4.48);

(b) the extent to which crematoria have rivals within their 80% and 90%
catchment areas;

(c) the extent to which customers have a choice of rival crematoria within a
30-minute and a 40-minute drive time, through an analysis of where
customers are located relative to crematoria; and

(d) the extent to which funeral directors have a choice of rival crematoria in
their local area, through an analysis of the crematoria that Dignity funeral
director branches use.

When considering the degree of concentration in a local area the CMA has
often considered that a merger that leads to a fascia count of three or fewer
competitors in a local area, or four or fewer competitors depending on the
sector, may raise prima facie competition concerns.*6?2 We have adopted a
threshold of three or fewer competitors to identify local areas that are
concentrated, and note that a more conservative threshold has been adopted
by the CMA in some cases. In the analyses at points (a) and (b) above, we
have used a supplier-centred approach counting the number of rivals that a
crematorium faces in the local area: on this approach, an area is considered
concentrated when the ‘focal’ crematorium faces fewer than three rival
crematoria (which corresponds to three or fewer competitors in total in the
area). In the analyses at points (c) and (d), we have used a customer-centred
approach counting the number of rival crematoria that customers have in their
local area: on this approach, an area is considered concentrated when
customers have three or fewer alternative crematoria in their local area.

We assess the distances between rivals in our assessment of geographic
closeness of competition in Section 6.

461 By rival we are referring to crematoria operated by different crematorium operators. We note an analysis
where common ownership is not taken into account will not significantly alter our analysis given that there are a
limited number of areas where there are crematoria under common ownership.

462 CC2, paragraph 5.3.5. Retail Mergers Commentary, paragraph 3.35: “The CMA has used a ‘four to three’
fascia count threshold in mergers in the grocery sector. That is, the CMA has identified overlaps as potentially
problematic where the merger reduces the number of fascia in the market from four to three. In other sectors, the
CMA has often used a ‘five to four’ fascia count threshold”.
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Supplier-centred concentration analysis

Number of rivals in certain time bands

4.84 We have looked at the distribution of crematoria against the drive time to the
nearest rival crematorium. This is shown in Figure 11 below.

Figure 11: Number of crematoria with their nearest rival within a given drive time
16
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Drive time to the nearest rival fascia

Source: CMA analysis of ICCM data.
Notes:
(1) 281 crematoria are included in this chart. Twenty-two crematoria without rivals within a one-hour cortege drive time are not

included on this graph.
(2) Drive times are cortege drive times.

4.85 Figure 11 shows that the majority of crematoria have their nearest rival fascia
within 20 to 40 minutes.

4.86 We have also considered the proportions of crematoria that have no rival
fascia within 20, 30 and 40 minutes and found that:

(a) 84% of crematoria (254 crematoria) have no rival within a 20-minute drive
time;

(b) 50% of crematoria (150 crematoria) have no rival within a 30-minute drive
time; and

(c) 24% of crematoria (73 crematoria) have no rival within a 40-minute drive
time.
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4 .87 Table 12 shows the number of rivals that crematoria face within a 30-minute

and a 40-minute drive time. Table 12 shows that the majority of crematoria
are in concentrated local areas on either basis, and many are in highly
concentrated areas:

(a) Only 8% of crematoria face three or more rivals on a 30-minute basis,
whilst 32% face three or more rivals on a 40-minute basis;

(b) 92% of crematoria face fewer than three rivals and, as such, are in
concentrated local areas on a 30-minute basis. The equivalent proportion
is just over two-thirds on a 40-minute basis; and

(c) 80% of crematoria face no or only one rival on a 30-minute basis, whilst
50% of crematoria face no or only one rival on a 40-minute basis.

Table 12: Percentage of crematoria with a certain number of rival fascia within a 30-minute and
40-minute drive time

%

Number of rival fascia Proportion of crematoria facing Proportion of crematoria facing
in addition to focal crematorium number of rivals within 30 mins number of rivals within 40 mins
0 50 24
1 30 26
2 13 18
3 or more 8 32

Source: CMA analysis of ICCM data.
Notes: Based on 303 crematoria. Totals may not sum to one hundred due to rounding.

4.88

4.89

We have considered whether there are differences between the number of
rival fascia that private and local authority crematoria face within a 30-minute
and 40-minute drive time. We note that, overall, 61% of crematoria are local
authority crematoria and 39% of crematoria are operated by private operators.
We note that:

(a) Of those crematoria with no rivals within 30 minutes, 59% are operated by
local authorities and 41% are operated by private operators;

(b) of those crematoria with only one rival within 30 minutes, 59% are
operated by local authorities and 41% are operated by private operators;

(c) of those crematoria with two rivals within 30 minutes, 66% are operated
by local authorities and 34% are operated by private operators; and

(d) of those crematoria with three or more rivals within 30 minutes, 78% are
operated by local authorities and 22% are operated by private operators.

Therefore, relative to their overall share in the market, private crematoria are
less likely to be in areas with two or more rivals. This holds also on a 40-
minute basis. For example, 69% of crematoria facing three or more rivals
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4.90

4.91

4.92

4.93

4.94

within 40 minutes are operated by local authorities and 31% of crematoria
facing three or more rivals are operated by private operators.

We have assessed whether the 8% of crematoria facing three or more rivals
within a 30-minute drive time (23 crematoria in total) face capacity constrained
rivals, such that they can be considered to face fewer than three ‘effective’
rivals and, as a result, to be in concentrated local areas.

We consider, on a conservative basis, a crematorium using 75% of its
booking slots to be capacity constrained.*62 We recognise that a crematorium
may have more than their 75% of their booking slots used but still be able to
accommodate customers in peak hours if some customers are using reduced
fee booking slots. We find that, on average, crematoria use 54% of their
available booking slots,*%* indicating that capacity constraints, even on this
basis, are not widespread.

We find that, of the 23 crematoria facing three or more rivals, only one has a
rival who uses more than 75% of its booking slots. We note, however, that the
capacity constrained rival is using 76% of its available booking slots, which is
only marginally above the conservative threshold of 75% capacity utilisation
that we have used. We therefore consider that the rival may still be able to act
as a constraint to some degree.

Based on the analysis set out above, we consider that capacity constraints
are not particularly widespread and that crematoria in the least concentrated
areas do not appear to face fewer ‘effective’ rivals due to capacity constraints
to any material degree.

Number of rival fascia in catchment areas

We recognise that catchment areas may vary across crematoria due to
factors such as population density, the number of rivals etc. To complement
the analysis of concentration based on 30-minute and 40-minute drive time
set out above, we have therefore considered, for those crematoria for which
we have catchment area data, the extent to which they face rivals in their 80%

463 Customers generally prefer slots in the middle of the day (see paragraph 4.27) and prefer to avoid early
morning and later booking slots. A crematorium offering eight one-hour slots between 9am and 5pm will have
75% of those slots as standard fee slots during peak times (10am-4pm, 6 out of 8 slots). A crematorium operating
at 75% capacity may therefore not be able to accommodate customers who want a standard fee slot in the
middle of the day.

464 Based on data from 169 local authority crematoria and 103 private crematoria.
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catchment areas. As a sensitivity test, we have assessed the extent to which
they face rivals in their 90% catchment areas.*6%

Table 13: Percentage of crematoria with a certain number of rival fascia within their 80% and
90% catchment area

%

. . Proportion of crematoria  Proportion of crematoria
Number of rival fascia

in addition to focal crematorium facing number of rivals facing number of rivals

in their 80% catchment in their 90% catchment
0 63 35
1 27 38
2 2 16
3 or more 8 10

Source: CMA analysis of ICCM data and data provided by Dignity, Westerleigh, Memoria and local authorities.
Notes: total number of observations is 93 crematoria. Totals may not sum to one hundred due to rounding.

495 Table 13 shows that:

(a) Only 8% of crematoria have three or more rivals in their 80% catchment
area, whilst only 10% of crematoria have three or more rivals in their 90%
catchment area;*6®

(b) around nine in ten crematoria face fewer than three rivals on either
catchment area basis and, as such, are in concentrated local areas; and

(c) 90% of crematoria have at most one rival in their 80% catchment area
and 73% of crematoria have at most one rival in their 90% catchment
area.

4.96 We have calculated the size of average catchment areas using the 93
crematoria for which we have catchment area data. We found the average
80% catchment area does not vary significantly depending on the
crematorium ownership (private or local authority) or whether the crematorium
is in an urban or rural area. We found the average 80% catchment area to be
33 minutes.*%” The average local authority catchment area is 29 minutes
compared with an average private crematoria catchment area of 34 minutes.
The average rural catchment area is 36 minutes compared with an average
urban catchment area of 30 minutes.

4.97 We applied the average catchment area to all crematoria in the UK to
understand the extent to which crematoria face rivals within the average 80%

465 \We have calculated catchment areas for 93 crematoria. A full description of how we calculated catchment
areas is included in Appendix E.

466 Two out of 21 (10%) local authority crematoria have three or more rivals, while five out of 72 (7%) of private
crematoria have three or more rivals on an 80% catchment basis.

467 Twelve crematoria had an 80% catchment smaller than 20 minutes, 32 crematoria had an 80% catchment
between 20 and 30 minutes and 49 crematoria had an 80% catchment larger than 30 minutes.
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catchment area.*%® We have also broken down this analysis by local authority
and private crematoria, and by urban and rural crematoria by using the
corresponding average catchment. The results are summarised in Table 14
and do not reveal significant variations. These results show that, overall and
in all breakdowns, a low proportion (between 8% and 14%) of crematoria face
three or more rivals in the average catchment areas. The majority of
catchment areas are highly concentrated. Across all crematoria, 74% have at
most one rival within the average catchment area of 33 minutes. The results
range from 67% of rural crematoria facing at most one rival in the average
rural catchment to 84% of local authority crematoria facing at most one rival in
the average local authority catchment.

Table 14: Proportion of crematoria with rival fascia within the average 80% catchment area

%

Proportion with  Proportion with  Proportion with Proportion with

no rival fascia  one rival fascia  two rival fascia three or more rival fascia

Average catchment (33 mins) 46 28 13 13
Average local authority catchment (29 mins) 55 29 8 8
Average private catchment (34 mins) 45 34 11 9
Average urban catchment (30 mins) 49 29 8 14
Average rural catchment (36 mins) 38 29 19 14

Source: CMA analysis of ICCM data and data provided by Dignity, Westerleigh, Memoria and local authorities.

Note:

(1) totals may not sum to one hundred due to rounding.

(2) For the average catchment analysis, the total number of observations is 303. For the average local authority catchment
analysis, the total number of observations is 184. For the average private catchment analysis, the total number of observations
is 119. For the average urban catchment analysis, the total number of observations is 198. For the average rural catchment
analysis, the total number of observations is 91.

Customer-centred concentration analysis

4.98 We recognise that a concentration analysis centred on the location of
crematoria (‘supplier-centred’ analysis) rather than on the location of
customers (‘customer-centred analysis’) cannot always reflect the alternatives
available to customers and, therefore, could under- or over-estimate the
constraints that a crematorium faces to serve a certain population.
Westerleigh has stated that often, “there is a significant town/city in the
geographic area between rival crematoria ... In such circumstances, there
may be several crematoria which are each more than 30 minute cortege drive
time away from each other, but compete over a common population
centre”.*6® Memoria notes that, “even those sites without very closely co-
located rivals will still face competition from more distant rivals, with significant

468 \Where we have data on catchment areas for crematoria, we use their catchment area, otherwise we use the
relevant average catchment area.

469 Westerleigh, Westerleigh Group’s response to the CMA'’s working papers published on 30 January 2020,
paragraph 56.
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centres of population choosing between alternative crematoria that are each a
significant drive away”.47°

4.99 To address this, we have extended the concentration analysis set out above
by considering the number of rival crematoria that customers have within a
30-minute drive time, based on the location of customers, and the number of
crematoria that funeral director branches use.

Number of rival crematoria that customers have in their local area

4.100 We have assessed the number of rival crematoria that UK ‘output areas’#"’
have within a 30-minute and 40-minute drive time. An output area (OA)
consists of approximately 300 people in England and Wales, 100 in Scotland
and 400 in Northern Ireland (referred to as ‘small areas’ in Northern
Ireland).#? Given the large number of OAs (there are around 230,000 in
total)*”® and the relatively small number of people that each OA includes, we
consider OAs to be a good approximation for the location of customers in the
absence of data on the precise location of crematoria customers.

Figure 12: Percentage of UK output areas with rival fascia within 30-minute and 40-minute
drive time
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Source: CMA analysis of ICCM data and ONS, National Records of Scotland (NRS) and Northern Ireland Statistics and
Research Agency (NISRA) data.
Notes: Drive times are cortege drive times.

470 Memoria Ltd, Response to the CMA’s working papers published on 30 January 2020, page 4.

471 A description of output areas (OAs) and small areas is provided by the ONS.

472 The average population of 2011 OAs in England and Wales, Scotland and Northern Ireland is 309, 114 and
400 respectively.

473 The exact number of total 2011 UK OAs is 232,296.
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4.101 Figure 12 shows that the vast majority of OAs are concentrated, with only 6%
of customers having a choice of four or more rival crematoria on a 30-minute
basis and 28% of customers having a choice of four or more rival crematoria
on a 40-minute basis. The figure also shows that a high proportion of OAs are
highly concentrated — over half of customers have at most one crematorium
within a 30-minute drive time, and 30% of customers have at most one
crematorium within a 40-minute drive time.4

Number of crematoria used by funeral directors

4.102 We have assessed the number of crematoria that Dignity funeral director
branches have used. This analysis is based on data gathered during the
Market Study provided by Dignity in relation to the 259 crematoria (out of 288
open in 2017) used by 521 funeral director branches.*”®

474 \Westerleigh noted that 43% of its customers are within a 33-minute cortege drive time of another crematorium,
ie the customer is within 33-minutes of two or more crematoria. A similar proportion of Westerleigh’s customers
have a choice of crematoria compared with our analysis for the population more generally (we find that 44% of
the population have a choice of two or more rival crematoria within a 30-minute drive). However, we note that (i)
Westerleigh used a wider area over which to assess the number of crematoria its customers have access to (33
minutes compared to the 30-minutes that we have used) and (ii) Westerleigh has included a number of rival
crematoria that have not yet opened in its assessment of the number of crematoria its customers have access to.
As such Westerleigh'’s analysis will overstate the proportion of its customers that have access to two or more rival
crematoria compared with our analysis.

475 |n this analysis we have: (i) excluded 295 funeral director branches that conducted less than [¢<] cremation
funerals and (ii) excluded crematoria that the funeral director used only once in 2017 from our count of the
number of crematoria used. Dignity provided data in relation to 816 funeral directors branches in total. There
were 823 Dignity branches open at the end of 2017. We are interested in the number of crematoria used
relatively regularly by the funeral director, so we have excluded crematoria that the funeral director branch has
used only once in 2017 as this is likely to reflect exceptional circumstances rather than regular use.
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Figure 13: Number of crematoria used by Dignity funeral director branches, 2017
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Source: CMA analysis of Dignity data.
Notes: Based on 521 Dignity branches.

4.103 Figure 13 shows that a small percentage of Dignity funeral director branches
use four or more crematoria (13%). Over half of Dignity funeral director
branches use at most two crematoria, just under a third of branches use only
one crematorium, and just over a third of branches use only two crematoria.
These findings are consistent with the results of the other concentration
analyses set out above and indicate that, when centring on funeral director
branches, most local areas are concentrated, many highly so.

Conclusions on local concentration

4.104 Consistent with the existence of high barriers to entry, we find that the vast
majority of local markets for crematoria services are concentrated, many
highly so. We have considered concentration levels based on a fascia count
measure using different approaches: we have used a 30-minute drive time
basis (at cortege speed) centring on the crematorium and centring on the
customer (both end-customers and funeral director branches) as well as 80%
catchment areas. We found that the vast majority of local areas are
concentrated, with fewer than four rival crematoria (this is the threshold at
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which we would typically find prima facie competition concerns due to
concentration): only 8% of crematoria have three or more rivals within 30
minutes and only 6% of customers have a choice of four or more crematoria
within a 30-minute drive time. We found that many local areas are highly
concentrated. For example, 50% of crematoria do not have a rival within 30
minutes and 80% of crematoria have at most one rival, while 57% of the
population have no choice of crematorium within a 30-minute drive time
(having only one or no crematorium within a 30-minute drive time). We have
also considered sensitivities, including using a 40-minute drive time and 90%
catchment areas to test our concentration results. Whilst the degree of
concentration somewhat reduces when we expand the scope of the local area
over which we assess concentration, we found that the majority of local areas
remain concentrated, many highly so, under all sensitivities considered.

Conclusions on market definition and market structure

Supply of funeral director services at the point of need

4.105

4.106

4107

We conclude that the relevant product market for the purpose of the
competitive assessment (Section 5) is the provision of all types of funeral
director services at the point of need. This is referred to as the ‘funeral
director market’ in the remainder of this document.

Funeral director markets are local, and we have adopted a drive time of 15
minutes for our analysis of concentration.

On this basis, using a drive time of 15 minutes, there are low levels of
concentration in the maijority of local areas in the UK. This is consistent with
our observation that barriers of entry in the provision of funeral director
services appear low.

Supply of crematoria services

4.108

4.109

We conclude that the relevant product market for the purpose of the
competitive assessment (Section 6) is the provision of all types of crematoria
services, including additional optional services. This is referred to as the
‘crematoria market’ in the remainder of this document.

Crematoria markets are local, and we have adopted a drive time of 30
minutes at cortege speeds for our base analysis of local concentration. We
have considered a range of approaches and sensitivities to take into account
potential constraints from rivals located further away.

161



4.110 We conclude that barriers to entry (economic and planning) in the provision of

4111

4.112

crematoria services are high.

Consistent with the existence of high barriers to entry, we found that, on a 30-
minute drive time basis, the vast majority of local markets for crematoria
services are concentrated, many highly so. Our findings on concentration are
consistent across a range of approaches (using a fascia count measure
centring on the crematorium and centring on the customer — both funeral
directors and end-customers). Whilst the degree of concentration somewhat
reduces under sensitivities which expand the scope of the local area over
which we assess concentration, including the use of a 40-minute drive time,
we found that the majority of local areas remain concentrated, many highly so,
under all sensitivities considered.

This level of concentration raises prima facie concerns that competitive
constraints on the supply side may be absent or weak in the vast majority of
local markets. To the extent that there is competition, we explore how it
manifests itself in Section 6.

162



5. How funeral directors compete

Introduction

5.1  Competition is a process of rivalry as firms seek to win customers’ business. It
creates incentives for firms to meet the existing and future needs of
customers as effectively and efficiently as possible—by cutting prices,
increasing output, improving quality or variety, or introducing new and better
products, often through innovation; supplying the products customers want
rewards firms with a greater share of sales. Beneficial effects may also come
from expansion by efficient firms and the entry into the market of new firms
with innovative products, processes and business models, and the exit of less
successful ones.#’® Customers have an important part to play in stimulating
rivalry between suppliers by making informed decisions which reward those
firms that best satisfy their needs or preferences. Markets work best when
both the supply side (the firms) and the demand side (the customers) interact
effectively.4’”

5.2  Where customers are not able to engage effectively, their response to any
degradation in the competitive offering may be lessened or delayed, which
undermines the competitive signals firms receive. This results in firms having
weakened incentives to compete and improve their relative competitive
offerings and may lead to worse outcomes for customers than would occur
with a more active demand side.

5.3  We described in Section 3 the challenging circumstances in which funerals
often are purchased and the factors, including the psychological vulnerability
of many customers, that hamper funeral customers’ ability to engage
effectively with the funeral purchasing process. Building on the observations
made in Section 3, this Section describes our assessment of how funeral
directors compete. In particular:

(a) We set out how customers approach the choice of funeral director and
what factors are important to them in making such a choice;

(b) we consider the interaction between the customer and the (chosen)
funeral director and the role of the funeral director in shaping the
customer’s choice of funeral;

(c) we consider the implications of points (a) and (b) on how funeral directors
compete, including which dimensions of competition they focus on (eg

476 CC3 (Revised), paragraph 10.
477 CC3 (Revised), paragraph 12.
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price, range, quality, service etc) and to what extent they respond to
changes in each other’s competitive offer;

(d) we then focus on the funeral range and assess whether and how the
introduction and availability of low-cost funerals affect competition
between funeral directors across their funeral range;

(e) we consider whether at-need funeral prices are set with reference to pre-
paid funeral prices; and finally,

(f) we separately assess customer and funeral director behaviour with
respect to the quality of back of house facilities (such as mortuaries) and
services (ie care of the deceased), due to the unobservable nature of the
service provided and the specific issues that may arise as a result.

In assessing how, and to what extent, the competitive process works with
respect to funeral director services, we have analysed a wide range of
evidence including: the Market Investigation consumer survey; information
and commentary from the three Largest funeral directors, including a wide
range of internal documents; information from some of the larger regional co-
ops, including internal documents; a questionnaire sent to branches of a
variety of funeral directors other than the three Largest, located in many
different local areas; and site visits and telephone calls with 15 smaller funeral
directors operating in various parts of the UK (including in rural areas, mid-
size towns and large cities, and in different nations). Overall, we have sought
to gain an understanding of how competition works across the UK and across
the full spectrum of funeral directors, from very large to very small; from
premium priced to low cost; and from ‘traditional’ to ‘modern’.478

Customers’ approach to choosing a funeral director

Context

5.5

We explain in Section 3 that the circumstances in which customers purchase
funeral services are unique and mean that most customers are not in a
position to make choices as effectively as they might in other markets. Absent
such circumstances, one would expect effective competition between funeral
directors to be to a large extent driven by customers choosing between
alternative funeral directors, and their offerings, at the time this choice has to

478 \We have sought to gather information from smaller companies through a number of approaches. We sent
questionnaires which included both quantitative questions (as discussed further in Appendix S) and qualitative
questions as to how competition works (discussed in Appendix H), as well as holding calls and site visits which
focused to a greater extent on gathering such qualitative evidence (discussed in Appendix H).
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be made. How customers take that decision, and what considerations they
take into account, are therefore essential for driving competition and achieving
good outcomes for customers.

5.6  The majority of customers neither shop around nor consider more than one
funeral director when choosing their provider.4”® In the Market Investigation
consumer survey, only a minority of consumers (17%) compared the services
of two or more funeral directors when deciding which one to use.*8481 There
are understandable reasons for this behaviour (which are described in Section
3), but it is unlikely to drive a strong competitive process. Further, as detailed
below (paragraphs 5.8 to 5.18), customers’ decisions over which funeral
director to use are unlikely to take into account all relevant factors.

5.7  Once the funeral director is chosen, there is limited scope for competition. In
the majority of cases, customers do not consider switching after the funeral
director has collected the body of the deceased.*®? The main decisions
customers face at that point are between options within the chosen funeral
director’s range. While there may be some constraints between options
derived from the necessity to present customers with a reasonable hierarchy
of services at different price points,*® this is a significantly weaker constraint
on funeral directors than the constraint they would face if there was a material
risk of losing the customer to another provider. The constraints which different
options might impose on each other are discussed in more detail in relation to
the implications of the growth in low-cost options (from paragraph 5.102 to
paragraph 5.156).

Factors that customers take into account when choosing a funeral director

5.8 In paragraphs 3.91 to 3.119, we explained how customers go about selecting
a funeral director. We focus in paragraphs 5.9 to 5.16 on the factors they take
into account in making their choice.

479 See Section 3, paragraphs 3.95 to 3.100.

480 Market Investigation consumer survey, Tables 40-42, Question FD1+FD2 (SUMMARY). Base: all UK adults
18+ involved in making at need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral
director (n=279).

481 This is also supported by findings by the Largest funeral directors that a small proportion of customers (20-
30%) are attainable (eg through marketing) with the rest already having implicitly or explicitly decided which
provider to use [<].

482 Qur Market Investigation consumer survey found that the funeral director who collected the body also took
care of the rest of the arrangements in over four-fifths of cases (81%). Market Investigation consumer survey,
Tables 139-141, Question FD21. Base: all UK adults 18+ involved in making at need burial or cremation funeral
arrangements since J/A/S/O 2017 who used a funeral director (n=279). See paragraphs 3.120 to 3.125 for more
detail.

483 Co-op explained that its customers wanted the ability to personalise more, either adding to a simple funeral
package or removing things from a Traditional Funeral package, so the pricing architecture between its Simple
Funeral and its Traditional Funeral had to make sense. (Co-op Hearing summary, paragraph 20).
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5.9 In the Market Investigation consumer survey, customers with a choice of
funeral director reported a variety of factors as being the most important in
their choice. Broadly, the most important factors that respondents raised
without prompting were: 484

(a) Personal experience of using the funeral director before, or of attending a
funeral that the funeral director concerned had arranged (30%).4%5
Amongst respondents who had used the funeral director before, aspects
most frequently identified as influential related to confidence in and
familiarity with the funeral director, and the expected level of customer
care.486

(b) Recommendations (28%), the funeral director's good reputation in the
area (11%) and/or good customer reviews/ratings (3%). Amongst these
respondents, aspects relating to quality of service were the most
frequently mentioned as influencing the choice of funeral director.48”

(c) As discussed further at paragraphs 5.13 to 5.16, price plays a limited role
in customer decision-making, although it is more important for those who
compare funeral directors.*88

5.10 Many of the funeral directors that we have been in contact with emphasised
that quality is very important to customers.“®° Funeral directors have argued
that customers are aware of (and respond to) the quality of a funeral director’s
offer, including through their own past experience or the recommendations
they receive.4

484 Market Investigation consumer survey, Tables 55-57, Question FD6a. Base: all with a choice of funeral
director (n=242).

485 Market Investigation consumer survey, Tables 55-57, Question FD6a. Base: all with a choice of funeral
director (n=242).

486 ‘Confidence/familiarity (knew they were a safe pair of hands/could rely on them/could trust them/it would all go
smoothly/satisfied with them on previous occasions etc.) was mentioned by 17 of 74 consumers who said
previous personal experience was the most important factor in choosing the funeral director they used. ‘Level of
customer care I/we knew l/we could expect’ was mentioned by 15 of 74 such consumers. Market Investigation
consumer survey, Tables 58-60, Question FD7b.

487 | evel of customer care |/we could expect’ was mentioned by 32 of 68 consumers who said
recommendation(s)/reviews/reputation was the most important factor in choosing the funeral director they used.
‘Level of quality I/we could expect’ (16 of 68 consumers) and ‘Confidence (felt they would be a safe pair of
hands/could rely on them/could trust them/it would all go smoothly)' (14 of 68 consumers) were the next most
frequent answers. Market Investigation consumer survey, Tables 61-63, Question FD8b.

488 This is also supported by the limited use of price comparison websites in this sector. Few respondents with a
choice of funeral director (1%) had used a price comparison website to find out about the funeral director they
used. Source: Market Investigation consumer survey. Tables 49-51, Question FD4. Base: all who compared, did
not compare but had a choice or don’t know/can’t remember whether they compared (n=207).

489 For example: Co-op response to the issues statement paragraph 5.3; Dignity response to the issues
statement paragraph 4.19; Funeral Partners response to the Market Study interim report, page 6.

490 For example, Dignity response to the interim report, Funeral Partners response to the interim report, Rowland
Brothers Hearing summary paragraph 11.
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5.11 As noted at 5.9(b) above, among respondents who said
recommendation(s)/reviews/reputation was the most important factor in
choosing the funeral director, aspects related (collectively) to quality of service
were most frequently mentioned.*%! Information received as part of a
recommendation was more likely to include information on less tangible
aspects of service*?? than on facilities or vehicles.*® This indicates that
certain quality aspects play some role in consumer decision-making.
However, many of the dimensions of quality that are most valued by
customers (see paragraphs 3.130 and 3.131) may be difficult to evaluate prior
to actually using the funeral director (hence the customer’s reliance on past
experience, or recommendation and reputation). Having someone the
customer feels they can trust and who is known to themselves or others can
therefore be a powerful motivator in choosing a funeral director.

5.12 As set out in Section 3, price plays a more limited role in customer decision-
making than quality. Where the use of a particular funeral director was not
pre-determined by the deceased, relatively few respondents said that either
value for money (3%), prices (2%) and/or the range of funeral options on offer
(1%)4%* were the most important factors in their choice.*%

5.13 Information on price was relatively less likely to be part of the information
received as part of a recommendation, 4% and while the influence of ‘knowing
what to expect’ was frequently reflected in the reasons given by respondents
for saying that a recommendation or review was the most important factor in

491 One or more aspects of quality (tangible or intangible) were mentioned by 46 out of 65 such respondents. On
an individual basis, however, the type of information most frequently provided was the firm’s name (n=42/65)
and/or contact details (n=26/65). Source: CMA analysis of consumer survey dataset.

492 1] ocal knowledge/word of mouth about them, their reputation’ was mentioned by 22 out of 65 who found out
about the funeral director they used through a recommendation. ‘An idea of what the staff were like’ was
mentioned by 19 out of 65 such customers, with ‘Level of customer care they provided/could be expected’ and
‘Level of quality they provided/could be expected’ mentioned by 16 and 14 out of 65 such customers respectively.
Altogether, 45 out of 65 respondents mentioned one or more of these aspects of intangible quality. Source: CMA
analysis of consumer survey dataset.

493‘Standard of their vehicles’ was mentioned by five out of 65 who found out about the funeral director they used
through a recommendation. ‘Standard of their customer-facing facilities’ was mentioned by three out of 65 such
customers and ‘Standard of their behind-the-scenes facilities’ was mentioned by two out of 65 such customers.
Altogether, 18 out of 65 such respondents mentioned one or more aspects of tangible quality or ‘level of quality
they provided/could be expected’ (which could relate to either tangible or intangible aspects). Source: CMA
analysis of consumer survey dataset.

494 The funeral director’s range may be indirectly related to price considerations, as a wider range may give
options at different price points for customers to choose between.

495 Market Investigation consumer survey, Tables 55-57, Question FD6a. Base: all with a choice of funeral
director (n=242).

4% When respondents found out about the funeral director they used through a recommendation (n=65), 7/65
received general information on prices and 5/65 received specific information on prices. Market Investigation
consumer survey, Tables 52-54, Question FD5.
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their choice of funeral director, few of these respondents cited cost aspects
(n=4/68 mentioned “price” and/or “value for money”).4%”

5.14 For the minority in the Market Investigation consumer survey who compared
the services of two or more funeral directors when deciding which one to use
(n=48), the point of comparison most frequently mentioned was specific price
information (n=15). Availability/waiting times, location and/or
reputation/customer ratings were also mentioned by at least one in five as
something they had compared on.#%8 Specific price information,
availability/waiting times or reputation/customer ratings were reported most
frequently by those comparing as the most important criterion for them against
which to compare funeral directors.*%° This indicates that price is a more
important factor for customers who compared funeral directors than for
customers on average, although reputation was also still important.

5.15 Further evidence of the limited role of price in customer decision-making
comes from the internal documents of funeral directors and the Market
Investigation consumer survey which indicates that most customers are
unlikely to access pricing information prior to choosing a funeral director to
collect the deceased or before the arrangement meeting itself. For example,
only 5% of all respondents to the Market Investigation consumer survey
stated that they got an idea of the likely cost of the funeral directly from the
funeral director prior to the arrangement meeting (eg via an estimate/quote or
an example of costs).5%°

5.16 Once they have chosen their funeral director, a minority of customers may
make choices over the funeral arrangements without having full information
on the costs involved.®*" Despite this, nearly all respondents to the Market

497 Market Investigation consumer survey, Tables 61-63, Question FD8b.

498 Market Investigation consumer survey, Tables 76-78, Question FD11.

499 Market Investigation consumer survey, Tables 79-81, Question FD12. Base: all who compared funeral
directors on more than one factor (n=25).

500 This included those who got indicative costs from the funeral director’'s website or from the funeral director
during the telephone call or visit to set up the arrangement meeting and/or who received a verbal/written estimate
or a written quote prior to the arrangement meeting. CMA analysis of consumer survey dataset. Further evidence
and sources relating to the role of price after the funeral director has been selected are set out in our discussion
of the role of funeral director sales practices in paragraphs 5.19 to 5.31 and Appendix H.

501 For example, we asked respondents how the actual cost of the funeral they were arranging was discussed
during the arrangement meeting. The results suggest that a minority of consumers (17%) did not take prices into
account while making choices that had an impact on the total cost of the funeral: 10% stated that the funeral
director told them a total price at the end of the arrangement meeting but did not set out prices as they went
along and 7% stated that costs were not discussed at all in the arrangement meeting. Market Investigation
consumer survey, Tables 169-171, Question FD30. Base: all UK adults 18+ involved in making at need burial or
cremation funeral arrangements since J/A/S/O 2017 who used a funeral director (n=279).

501 Market Investigation consumer survey, Tables 196-198, Question FD39_1. Base: all UK adults 18+ involved in
making at need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral director
(n=279). See Appendix H for information on funeral director policies and practices for the arrangement meeting.
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5.17

Investigation consumer survey felt they had received the right amount of
information about funeral options and costs®? and at the right time.503

Co-op argued that our analysis with regard to customers’ approach to
choosing a funeral director is not forward-looking, as it does not take into
account, in particular, trends in the use of the internet.®%* In Section 3, we
note that use of the internet is growing and is likely to become more prevalent,
but is currently low and few customers use it to compare funeral directors or
find prices; in addition, as discussed at paragraph 5.21, information available
online may often be incomplete or unclear, limiting the extent to which
customers could use this to compare providers even if they were so inclined.
We therefore consider our analysis holds, taking these trends into account.

Summary

5.18

Our evidence indicates the majority of customers neither shop around nor
consider more than one funeral director when choosing their provider.
Personal experience of using or attending funerals arranged by the funeral
director, recommendations or the reputation of the funeral director are often
important factors in customers’ choice of funeral director, which may be a
mechanism, albeit indirect, for customers to take into account quality factors
which are difficult to observe or judge before the purchase (although not
relevant for factors that are non-observable even after the purchase has been
made). Price plays a more limited role in decision-making for most customers,
although is more important for the limited number of customers who consider
more than one funeral director.

502 88% of respondents felt that they received the right amount of information about funeral options and costs.
Only 2% said they got too little, and 1% too much information. Market Investigation consumer survey, Tables
227-229, Question FD40a. Base: all UK adults 18+ involved in making at need burial or cremation funeral
arrangements since J/A/S/O 2017 who used a funeral director (n=279).

503 87% of respondents felt that they received information about options and costs at the right time. Only 2%
stated that they received it too soon and 1% that they received it too late. Market Investigation consumer survey,
Tables 230-232, Question FD40b. Base: all UK adults 18+ involved in making at need burial or cremation funeral
arrangements since J/A/S/O 2017 who used a funeral director (n=279).

504 Co-op: Response to PDR, paragraph 3.49. Co-op also refers to trends in personalisation and secularisation as
having an effect. It is not clear to us that personalisation and/or secularisation would significantly affect choice of
funeral director in many cases, as opposed to the choice of funeral options, as most funeral directors from whom
we have gathered evidence seek to meet customers’ requirements for funerals to be meaningful to them.
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The role of the funeral director in shaping customer choice of
funeral

General approach

5.19

5.20

5.21

As discussed in Section 3, customers may struggle to understand and
articulate their preferences over different options for the funeral. In this
context, the funeral director has an important role in advising and assisting
customers to identify the right options for them.5% Different funeral directors
take different approaches to this but, as set out below, these are often
informed by their own preferences or opinions over how to serve the customer
best (in the absence of clear market signals coming from customers, as
discussed in Section 3).5% The funeral director therefore has a particularly
key role in shaping what the customer receives. We set out a number of
examples of this below.

In particular, funeral directors may try to follow what they perceive to be
customer preferences over the level of pricing information to provide at what
point in the process (or simply what they judge to be appropriate given the
emotional state of the customer). As a result, funeral directors often do not
give price information until it is requested and may need to be prompted
further to provide detail of all costs involved (and may still not always do so
ahead of the arrangement meeting) as set out below.

We commissioned Ipsos MORI to undertake a website audit and telephone
mystery shop of a randomly selected sample of 120 funeral director branches
(the Market Investigation mystery shopping). Their audit found that around
half of websites contained no price information on at-need funerals.5%” Where
information was available, it was often incomplete or unclear. Where, in the
same mystery shopping research, calls were made to funeral directors to
request pricing information, some funeral directors did not provide information,
some required prompting to provide an explanation of what services were
included in the price, and others provided information that appeared
incomplete or potentially confusing.508

505 Funeral directors themselves recognise the importance of their role. For example, a Co-op document from
2019 which described the pre-2017 position (prior to the introduction of Funeral Choices) noted, ‘Our research
had found that arranging a funeral was complex and clients often felt overwhelmed by the process’. Another Co-

op document noted, ‘The vast majority of clients want a full service provider who can offer support, advice and

guidance, they place a great deal of trust in their Funeral Director’.

506 This is illustrated by this comment from one of the Large funeral directors: 'Funeral directors have habitually
relied on intuitive understanding of their business, knowing that clients are far less focused on products and

services than they are on themselves and their loved ones’.
507 Market Investigation mystery shopping.
508 Market Investigation mystery shopping.
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5.22 While this approach may meet the preferences of the majority of customers
(given most respondents to the Market Investigation consumer survey felt
they had received the right information at the right time, as discussed in
paragraph 5.16), it also implies that customers make important decisions over
which funeral director to choose (and which funeral options to take up) without
having a clear idea on how much the funeral will (or is likely to) cost or
whether they could have achieved the same results for a lower price. Further,
the minority of customers who try to gather price information may struggle to
get clear and complete information to facilitate comparisons or prepare them
for the arrangement meeting.

5.23 Some funeral directors have resisted putting their prices online due to
concerns that customers would then not make judgements on the basis of
quality as well as price, undermining the quality provided.5%° This could be
interpreted as funeral directors imposing a judgement that customers should
not have price information as they would not be able to properly interpret it
(rather than funeral directors making efforts to provide better information as to
their quality). Nevertheless, the FSCSR has noted that, ‘... at present, even a
motivated consumer could struggle to make a useful comparison of different
funeral service options available to them’ and has sought to identify ways in
which transparency could be improved for the benefit of consumers.510

5.24 Funeral directors’ sales practices vary in the extent to which they offer their
services via packages, a menu of options, or in some other manner. With
regard to packages, practice also varies in the extent to which elements can
be added/removed.5'" This may reflect different funeral directors’ approaches
to trying to deal with the effect of grief on people’s cognitive functions, as
described in Section 3. For example, Co-op submitted that it uses packages
to help customers understand the overall cost of the funeral;>'? a long-

509 Rowland said that requiring firms to put their prices on the internet would increase the risk that customers
would base the service purely on price and not on the professionalism and capability of the people who would be
looking after them (Rowland hearing summary paragraph 29). Funeral Partners highlighted a concern with price
comparison websites because they might only tell you the price side of the equation, not objective quality.
Funeral Partners said that if there was a way of measuring and communicating objective quality online, that
would go some way to addressing its concerns about price comparison websites (Funeral Partners hearing
summary paragraph 37). [¢<] commented, ‘| am not in favour of being forced to publish prices on-line because
there is little scope to judge quality. A budget company with limited experience or facilities and staff could have a
fancy website and be able to undercut an established professional family business hugely. | am not sure how
different any company would describe levels of quality.’

510 FSCSR Consultation document: Transparency, February 2020, page 5.

511 See Aggregated summary of interviews with independent funeral directors paragraph 23, as well as other
references in this paragraph.

512 1n a 2019 description of the reasons behind the introduction of its Choices framework in 2017, it set out that
‘examples/ illustrations of cost helped aide understanding of the funeral arrangement and also cost transparency,
with the consumer being able to understand before the funeral arrangement the typical cost’ but “There was a risk
that unless these illustrations were positioned clearly by the funeral director that clients could perceive the funeral
arrangement as not being tailored to their needs’. There is evidence that its employees have different views as to
whether packages are helpful in their role, [6<]. A report prepared by Oxera for Co-op set out considerations
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established family firm in a mid-size town [¢<] said that it used to have a full
price list on its website but has since changed the website to show some
example package prices as it came to a decision that the price list was too
complicated; and a long-established firm in a large conurbation [¢<] has
separated the cost of professional services from cars since the 1980s
because it found that some people wanted more flexibility around the hearse
and limousines. It had previously sold complete packages.

5.25 Some funeral directors place great significance on the fleet of vehicles they
offer and appear to see this as a significant source of differentiation,'® even
though it does not appear to be a material driver of customer choice,
according to the Market Investigation survey®'* and research carried out for
some of the three Largest funeral directors.5'® This perception among many
funeral directors that the brand of vehicles is important can be a significant
driver of a funeral’s price (as it can amount to several hundred pounds).5'6

The arrangement meeting

5.26 The arrangement meeting is the (typically) face-to-face, detailed discussion of
the funeral arrangements that occurs between the customer and funeral
director, usually in-branch or at the customer’s home.5'” At this meeting the
customer is typically presented with information about, and makes a range of
decisions regarding, the funeral. The vast majority of customers have a

around disclosing information to customers given their emotional state, highlighting the role packages can play in
helping customers navigate choices (Oxera (2018) Disclosure in at need funerals provided 19 October 2018).

513 A long-established family firm in a mid-size town [<] noted that there is ‘a certain prestige in owning your own
vehicles’. A new entrant in a large conurbation [¢<] noted that funeral directors who owned their fleet would argue
that the quality is better because they have their own vehicle and staff, but it disagreed because the staff he hires
in are of a high standard and he always uses the same people, who he has employed for years and come from
another small, local, family firm.

514 In the Market Investigation consumer survey, five out of 65 respondents had received information on ‘standard
of vehicles’ as part of a recommendation (Market Investigation consumer survey, Question FD5). Separately, of
48 respondents who compared funeral directors, only one compared the standard of their vehicles (Market
Investigation consumer survey, Tables 76-78, Question FD11).

515 For example, Co-op [$<]; Dignity (2018). Time to talk about quality and standards, page 23. We note that this
research by Trajectory on behalf of Dignity (in keeping with most of the consumer survey evidence submitted by
parties to the market investigation) was conducted with an online panel sample. Typically, we consider that online
surveys with members of pre-recruited respondent panels, where sample recruitment does not rely on
randomisation, may be subject to bias and may not be sufficiently robust (see: Appendix C, paragraphs 32 to 35).
As such, we place limited weight on this type of evidence but note that its findings align broadly with other
evidence we have considered in the course of our investigation.

516 Data from a price comparison website (Beyond) showed as of May 2019 that the average price of a limousine
was around £200 and for a hearse was around £400. There was significant variation in both sets of prices, with
interquartile ranges of around £450 for both.

517 83% of respondents said they had the arrangement meeting face-to-face either at the branch (65%) or in their
own home (18%). A further 3% had the meeting face-to-face somewhere else. Market Investigation consumer
survey, Tables 148-150, Question FD23. Base: all UK adults 18+ involved in making at need burial or cremation
funeral arrangements since J/A/S/O 2017 who used a funeral director (n=279).
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5.27

5.28

discussion of this kind, most with just one funeral director.5'® Moreover, as
noted earlier (paragraph 3.123), over half of respondents to the Market
Investigation consumer survey (53%) committed to using the funeral director
in the arrangement meeting, for instance, by paying a deposit or signing a
contract.5"®

With respect to arrangement meetings, we reviewed staff training materials
(and internal documents discussing sales practices) from a number of the
Large funeral directors, as well as the NAFD Manual of Funeral Directing that
was in use until a new one was issued in 2020. Details of the documents that
we considered the most informative are set out in Appendix H.

Our review of training materials and internal documents indicates that:

(a) There is no ‘one size fits all’ approach to conducting an arrangement
meeting. Funeral directors may tailor their approach to the customer’s
perceived state of mind, including with regard to the amount and order of
information provided and the choices presented.

(b) Funeral directors have a dual role of providing guidance to customers on
the most suitable funeral (or funeral elements) for them, while also
ensuring customers realise there are alternative choices.

(c) Funeral directors may provide or refer to materials containing information
on prices and options (eg brochure; price list) in the arrangement meeting,
but the extent to which they are used, and how, is sometimes unclear.

(d) Customers may not have a good idea of total funeral costs when making
choices in the arrangement meeting about individual items or elements of
the funeral that affect the price. Information on costs (or total costs) may
be provided only towards the end of the arrangement meeting. For
instance, the 2013 NAFD Manual of Funeral Directing advised members

518 72% of respondents did not have a detailed discussion of the funeral arrangements (an arrangement meeting)
with more than one firm of funeral directors. Market Investigation consumer survey, Tables 199-201, Question
FD39_2. Base: all UK adults 18+ involved in making at need burial or cremation funeral arrangements since
J/IA/S/O 2017 who used a funeral director (n=279). There was no evidence that those who compared funeral
directors (n=12/48) or those who switched funeral director (n=5/30) were more likely than average to say they
had an arrangement meeting with more than one firm of funeral directors. (Source: CMA analysis of consumer
survey dataset — indicative findings: small base sizes.) Taken together, this suggests that consumers’ choice of
funeral director is largely decided by the time the arrangement meeting goes ahead.

519 Market Investigation consumer survey, Tables 196-198, Question FD39_1. Base: all UK adults 18+ involved in
making at need burial or cremation funeral arrangements since J/A/S/O 2017 who used a funeral director

(n=279).
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to provide cost information only once the ‘majority of arrangements have
been discussed and chosen’.520

5.29 We consider that there is evidence of some sales practices which could
influence customers’ decision-making, including potentially steering them
towards higher-cost options. It is unclear how often customers are steered in
this way in practice and difficult to determine whether or not this is the result
of well-intentioned or unconscious efforts on the part of the funeral director to
respond to a customer who is finding it difficult to articulate their own needs in
a face-to-face meeting. Nevertheless:

(a) The combined evidence from our survey and our review of internal
documents suggests that some funeral directors do not explain costs
clearly, or do not when decisions are being made that have an impact on
the total bill. In such cases, customers may not have a good idea of total
funeral costs until late in, or at the end of, the arrangement meeting (and
potentially not before the customer has committed to using the funeral
director). Of those respondents in the Market Investigation consumer
survey who committed to using the funeral director during the
arrangement meeting, around half (52%) did so without knowing the full
cost (or likely cost) of the funeral.5?’

(b) There is a wide variation in embalming rates across funeral directors, and
this appears to reflect the funeral director’'s own personal views about
embalming (which vary dramatically among funeral directors).5?? This
indicates that the funeral director may have a significant influence over
customer decisions on whether to purchase particular products or
services.

(c) We have seen evidence which, in our view, indicates that one regional
manager at Co-op instructed branch staff (in the context of the firm’s
concerns about that region's underperformance and declining revenue per

520 The NAFD stated that this was to ensure the funeral director had a full understanding of customer
expectations before providing an estimate. It also advised that the guidance should not be read in isolation, and
members should already have a price list on display, so customers have access to this information by the time
they sit down to discuss arrangements. The NAFD indicated that future guidance may refer to discussing the
client’s budget at the outset of the arrangement meeting so that options outside their budget are not discussed. A
new manual was issued by the NAFD in 2020, but because of its recent publication, it is not informative in the
context of the analysis we have carried out.

521 Qver a third (37%) of all respondents said they committed to using the funeral director before they were told
what the full cost (or likely cost) of the funeral would be. Market Investigation consumer survey, Tables 208-210,
Question FD39_5. Base: all UK adults 18+ involved in making at need burial or cremation funeral arrangements
since J/A/S/O 2017 who used a funeral director (n=279). A total of n=78 respondents — 28% of all respondents —
both committed to using the FD during the arrangement meeting and committed to using the funeral director
before they knew what the full cost of the funeral would be/was likely to be. Source: CMA analysis of consumer
survey dataset.

522 See: Aggregated summary of interviews with independent funeral directors, paragraph 6.
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funeral during the pandemic) to employ practices that encouraged higher
spending for each funeral.522 A number of these practices were discussed
in an investigative article in a national newspaper.52* Our own subsequent
assessment of Co-op’s internal documents indicated practices consistent
with those reported in the newspaper, including:

(i) Encouraging staff to promote the benefits of a higher-cost package
over a low-cost package to customers as doing so will ‘cure the
problem [of reduced profitability] overnight’, with this message being
supported by restricting the low-cost funeral option to an early
morning timeslot.525

(i) Stating to staff, ‘when you talk to your families about limos, don’t ask
IF they need any, ask HOW MANY THEY REQUIRE’ [emphasis in
original].

(iii) Circulating among branch staff performance tables (indicating the
sales performance of each region in terms of funeral types and
optional add-on services);

(iv) Informing staff that they would be subject to disciplinary action if they
were found to be pointing families towards florists directly (through
which Co-op would lose the margins earned on organising floral
arrangements for clients itself); and

(v) Promoting an ‘opt-out’ sales approach, whereby funeral arrangers
were instructed to work with families to develop a full ‘wish list’ of
elements to be included (with reference to all available services),
before providing a price for these; the process then called on families
to remove items from their wish list if the resulting quote was more
than they could afford.526 In addition, we saw evidence that this
regional manager established a scheme of non-cash incentives for
staff to increase the sale of floral tributes.

5.30 Co-op submitted that, ‘evidence of substitution between simple and other
funeral packages within Co-op branches is informative to the extent that it
represents a case study for how consumers react when funeral packages are
presented clearly alongside each other, and include price information

523 Co-op stated that this regional manager acted outside Co-op’s established practices for a short time, [¢<].

524 D. Foggo, C. Adams and K. Rushton, ‘Co-op Funeralcare staff use ‘tricks’ to boost profits after lockdown’. The
Telegraph (28 September 2020).

525 According to funeral arrangers in one Co-op branch, the main reason customers choose Traditional over
Simple is the flexibility to choose the date and time.

526 Co-op informed us that this was a local initiative and has been since phased out.
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transparently’. Conversely, we saw evidence within one of Co-op’s regions
that using different sales techniques, including encouraging staff to promote
standard funerals over simple funeral options,®?” and telling customers about
the various additional services that Co-op offered had a significant positive
impact on sales of such services. This is consistent with the view that the way
in which funeral directors frame their discussions with customers can affect
customer choices dramatically.

5.31 In many markets companies both have a role in informing customer decision-
making and an incentive to maximise profits or revenues (as noted by Co-
op).%?8 However, in contrast to other markets, we have found that bereaved
customers purchasing funerals generally do not exercise some of the most
basic commercial judgments that customers typically display in other high-
cost consumer purchases, for the reasons set out in Section 3.

Summary

5.32 The above indicates that funeral directors play a very important role in
shaping customer decision-making, with advice and guidance being an
important part of the service funeral directors provide. The advice provided
may reflect the funeral director attempting to use their own experience and
personal values to deliver the products and services they perceive (rightly or
wrongly) are likely to best meet the customer’s preferences. However, there is
also potential scope for conflicting incentives acting on funeral directors,
balancing a professional role to support and guide the bereaved in their
choices between the many different funeral options available against business
and financial incentives to maximise their revenues and/or profits, and/or for
the former to be used to rationalise the pursuit of the latter, even
unintentionally. Regardless of what the funeral director’'s motivations are, it
appears likely that the outcomes delivered by the funeral director (in terms of
quality, price etc) reflect their own judgement as to these potential trade-offs
(between meeting the customer’s preferences and their own incentives),
rather than necessarily those determined by competitive forces (as further
discussed in the following sections).

527 These emails indicated such efforts would affect their relative take-up by customers.
528 Co-op: Response to PDR, paragraph 3.52.
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Competitive interactions between funeral directors

5.33

5.34

In this section (paragraphs 5.35 to 5.101) we set out how funeral directors
compete with respect to different aspects of their service, and how this
shapes competition overall across their business.

We first consider the different dimensions over which funeral directors
compete, before turning to whether and how competition across these
dimensions together affects firm performance and firms’ competitive
responses to changes in performance. As a preliminary observation, we note
that the effectiveness of competition, and the resulting outcomes for
customers, is not ‘all or nothing’ — competition may work better on some
measures than on others. For example, the fact that competition on certain
quality measures may be stronger due to customers placing greater emphasis
on this aspect of funeral directors’ offerings, does not mean that there cannot
be areas relating to other dimensions where competition is weaker and does
not deliver good customer outcomes (such as in relation to prices). It is for this
reason that we assess both individual dimensions of competition, and
competition overall.

Dimensions of competition

5.35

5.36

Price

5.37

In this section we consider a number of dimensions potentially relevant to
competition between funeral directors: price and range, quality, reputation and
brand awareness, location, and whether there is evidence of competitive
pressure over these dimensions.

We first set out the evidence on each dimension and summarise the analysis
across all dimensions together at paragraphs 5.96 to 5.100.

As price plays a more limited role than other factors in most funeral
customers’ decision-making, this can lead to funeral directors putting less
emphasis on this aspect of their offering in the sales process. Price still plays
a role in how funeral directors position themselves in terms of the price/quality
combination they offer, eg whether they position themselves as providing a
premium service for a high price, or they focus on value for money while still
providing a quality service.
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5.38 The internal documents of some of the Large funeral directors®? identify a
broad hierarchy of prices and industry participants that has been in place for a
considerable number of years. In this hierarchy:

(@)

(b)

(c)

Dignity is at the premium end, positioning itself as offering ‘distinctive
caring, personal service’ and ‘high quality facilities and consistent
protective standards of care for the deceased’. This is reflected by
premium pricing (discussed further in Section 7).

Co-op’s pricing is ‘middle-of-the-road’ and is slightly higher than that of
the regional co-ops.

Traditional ‘independent funeral directors’, of which many are lower priced
than Co-op and Dignity (sometimes significantly so), but are perceived as
being better integrated into their local community and to provide a more
personal, caring service.®¥ It has been noted that the ‘leading
independents’ sought to charge just below Co-op,%' a pricing strategy
which was confirmed to us by one such firm (Rowland Brothers), who
indicated it sought to keep its charges 10% lower than those of Co-op.5%?
However, this observation should not be generalised, as our analysis
shows that some ‘independent’ funeral directors charge higher prices than
this comment implies, as discussed further in Section 7.

5.39 There are two other groups of funeral directors that have emerged outside of
this simple hierarchy:533

(@)

(b)

Funeral directors who position themselves as ‘progressive’ or ‘modern’.
They typically have small operations and identify themselves as working
in a different way from the ‘traditional’ funeral companies. This can
manifest itself in the range of services they offer, the facilities they use,
the way they present their prices and the way they interact with the
bereaved. They account for a relatively small proportion (less than 5%) of
funeral directors and can be found throughout the UK.

Low-cost funeral directors. This group can include a diverse range of
suppliers, including Fosters in Scotland, which is seeking to develop a

529 Funeral Partners (see Appendix N paragraph 149).

530 For example, 2015 research for [¢<] noted, ‘Independent providers are judged to provide a more personal
service, and have better local knowledge’. See also [8<] which noted: ‘[¢<] independent funeral directors, many
of whom are preferred by consumers because they are seen as more personal and trustworthy’. [¢<] noted
(based on [<]) ‘Negative perception of “corporate chains” (generically) in terms of prices, service flexibility and
personal rapport’. [<].

531 Funeral Partners (see Appendix N paragraph 149).

532 Rowland Bros hearing summary paragraph 17.

533 Based on various sources of evidence, including interviews with industry participants.
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high-volume efficient quality operation; former employees of the Largest
firms that seek to provide a similar (or higher) quality of service to their
former employers but with the lower cost base that comes with being a
sole trader; and other funeral directors who compete strongly on price.

5.40 This indicates different funeral directors take different price positions,
including some whose strategy is to charge slightly less than the Largest
funeral directors.53* While relative pricing between differentiated providers is
not necessarily evidence of weak competition, such practices can lead to
weak competition when they result in prices increasing together and/or when
they reduce the incentives for price leaders to cut prices. In this context, we
note one Co-op internal document commenting on its approach to pricing in
the years to 2015 which says, ‘[<].

5.41 Funeral directors generally employ some means of understanding how their
prices compare to others. This can be through centralised research (eg large-
scale mystery shopping),33 ad-hoc monitoring of rivals in specific local areas,
eg around poorly performing branches or where a new branch was
proposed, 3¢ or through knowledge of their local area and informal channels
rather than active efforts to monitor rivals.53"

5.42 However, this does not necessarily feed through into a reaction where their
price position or performance worsens.

534 Rowland explained that its pricing policy was to make its prices ten per cent cheaper than the Co-op (Rowland
Bros hearing summary paragraph 17); an established firm [¢<] in a large conurbation said that it is aiming to keep
a differential of prices [¢<]% below the market leader in its area, although it varies by funeral type.

535 As discussed in Appendix H paragraphs 13 to 17, all three of the Largest funeral directors have undertaken
research of this kind. East of England Co-op stated that it monitors prices and services from a selection of its
competitors on a quarterly basis. Those compared are a representative cross section of its actual competitors,
both locally and nationally owned, as relating to specific geographical areas and the locations of its branch
network.

536 As discussed in Appendix H, we have examples of such ad hoc monitoring from the Largest funeral directors,
although it is not clear how common they are. Co-op stated that when considering opening a new home, it
undertakes a number of competitor analyses and mystery shopping, covering non-price as well as price factors.
Central England Co-op noted its homes may complete mystery shop phone calls on an ad-hoc basis and may
also receive feedback from customers or potential customers shopping around. It also noted it does not actively
monitor competitors’ prices, quality or range through a defined process, but will learn when the larger funeral
directors announce new products and pricing.

537For example, Midcounties Co-op monitors competitors' activities in relation to at-need funeral services on a
day-to-day basis at a local level eg through local teams, local media, conversations within the community, and/or
local observation, as well as more formal mystery shopping. A long-established family firm in a rural area [6<]
showed good understanding of how its prices compared to local competitors and said that all funeral directors
know what their competitors were charging. Another smaller funeral director [¢<] noted it speaks to the other
independent funeral directors in Scotland to be aware of what is working well for them and what challenges they
have experienced. A well-established firm [<] stated that it will keep an eye on what its competitors are doing,
and talk to other funeral directors to have an awareness of what they are doing. A well-established family firm in a
rural area [¢<] noted its main way of monitoring competitors was through what clients told it about their
experience with other funeral directors.
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(a) As set out in Appendix H (paragraphs 62 to 80), there are examples of the
Largest funeral directors seeking to improve (or avoid worsening) their
position by taking rivals’ prices and actions into account when setting their
own prices (as well as other responses, such as increased marketing or
pricing trials), particularly in more recent years. On the other hand, there
are also examples of them not being responsive to rivals’ pricing and/or
local competitive conditions in their pricing decisions.53 In many cases,
price responses have focused more on promoting or adjusting prices of
simple funerals or on selective discounting and price matching rather than
changing the base price of standard funerals.53°

(b) Discounting can provide a more targeted response to specific or local
competitive threats. Overall, we observe that a consistently low proportion
of funerals sold by the three Largest funeral directors appear to have
been discounted.>*° However, we are aware of instances where funeral
directors have reacted more strongly to aggressive price competition (an
example of which is discussed in paragraph 5.43).

(c) As evidence of the actions it has taken on price, Co-op submitted that it
has not increased its standard funeral prices since 2017 (and has
introduced an additional price band to provide more flexibility). It also
stated that it has absorbed the cost increases throughout the COVID-19
pandemic thus far.54! We noted at paragraph 5.42(a) that there are
examples of the Largest funeral directors seeking to improve (or avoid
worsening) their pricing position, particularly in more recent years. With
regard to lack of pass-through of cost increases resulting from the
COVID-19 pandemic, we have not assessed in detail the changes the
pandemic has caused in Co-op’s costs and prices or those of any other

538 This discounts reactions such as those described at paragraph 5.40 of funeral directors increasing prices in
tandem.

539 For example, as set out in Appendix H paragraph 79, Funeral Partners’ ‘tactical pricing’ led to greater changes
in Basic prices than standard funeral prices (in terms of both number of branches affected and percentage
changes in prices). Co-op described its response to increased competition as including improving its low-cost
propositions and ‘a range of other strategies such as: enhancing our offer to Coop members through discounts,
introducing an additional price band in our structure, to allow us to address competition from lower priced rivals,
introducing a “Guaranteed to Beat” offer’. It is only more recently that widespread changes to standard prices
have been made by Dignity through its price trials and with trials of [¢<] by Co-op, Dignity and Funeral Partners
(although the size and scope of these trials has varied between providers).

540 This is set out further in Appendix H paragraphs 81 to 103. We acknowledge that, in some years, the value
and number of Co-op price discounts is considerably higher if their member discounts are included. Members
discounts appear to be a way for Co-op to attract customers who use its other services, as customers must be
Members at the time the deceased died, or the deceased must have been a Member (Co-op Membership). It has
made various changes to the size and approach to its Member discounts over time, balancing making the
proposition attractive and clear with the effect on its revenues. It is not clear these changes have been driven by
specific competitive pressures, rather than reflecting differentiated pricing for a particular customer group (from
which it earns additional revenue in relation to non-funerals products).

541 Co-op: Response to PDR, paragraph 4.4 (a) and (e). It also highlighted discounting, price matching and price
trials, which we have considered in paragraph 5.42(b) and 5.43.
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funeral director. In any event, in our view, Co-op’s pricing behaviour
during the first wave of the COVID-19 is more likely to have been driven
by general concerns about risks to its public image than competitive
pressures as such.

(d) Some smaller funeral directors we received evidence from described their
positioning by reference to others (eg not wanting to be either the most or
least expensive in their local area and/or being cheaper than certain
providers),%*? but did not necessarily respond or react to what others do
where they felt their approach was still reasonable.5*3 Others explicitly
emphasise their lower prices (but are also careful not to suggest that this
is due to lower quality), although those we received information from had
not felt pressure to further change their price or positioning as a result of
actions by other funeral directors. 54

(e) Some smaller funeral directors also indicated that they considered price to
be less important to monitor than quality, and were less likely to react
through price adjustments.54°

5.43 An example of where there has been a stronger pricing response has been
Co-op’s response to price competition from Fosters through price trials
undertaken in Glasgow during 2019, which reduced Co-op’s prices to be
much closer to Fosters’.54¢ Co-op noted it has found it difficult to draw
conclusions from the analysis of the trials, as the trials are limited in time and
in size, were changed over time and therefore volatile. However, while the

542 [<]'s aim is to provide the best service in the area at a price that is neither the highest priced or the lowest
priced locally; [¢<] would not want pricing to be higher than Dignity’s price even if the quality is gives is better;
Rowland explained that its pricing policy was to make its prices ten per cent cheaper than the Co-op (Rowland
hearing summary paragraph 17); an established firm [¢<] in a large conurbation said that it is aiming to keep a
differential of prices [6<]% below the market leader in its area, although it varies by funeral type. [¢<] said that he
did feel some competitive pressure from a funeral directors in the local town, explaining that this company will
regularly market in his local area, but [5<] always tried to keep its prices a long way under this competitors.

543 A well-established family firm in a rural area [$<] has not reacted to what competitors are doing as it considers
its prices are fair and that it is open about how and what it charges; an established firm in a mid-size town [K]
said if Dignity, for example, made changes to their offerings it would be aware of it but would not necessarily
respond to the changes as it feels that its priority is its own service offering. Central England Co-op said it would
not necessarily react to competitor developments on a national scale as it will take into account the quality of
service and degree of price transparency of the offerings.

544 [<] would be very reluctant to reduce prices further as profits are already so low; [¢<] said its prices are
lowest and not prepared to decrease further unless the family is in real financial difficulty.

545 |n a questionnaire sent to a sample of funeral director branches, 12 provided responses on the single most
important aspect of competitors to monitor. Ten branches indicated service quality was most important and two
indicated prices. This questionnaire also asked the funeral directors how the information they monitored was
used in decision making in the last three years. Ten out of 17 respondents to this question used the monitoring
information to help inform decisions on improving quality, while five out of ten used the information in pricing
decisions. See Appendix H, paragraphs 158 and 159.

546 Co-op described that initially its planned trial prices were to be [¢<]. Just prior to launch, Fosters increased
their prices however, shortly after the beginning of the trial, Fosters lowered prices again to be £50 below Co-op’s
trial prices, which Foster’s actively advertised, showing their engagement with price competition.
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reduction in price does appear to have [$<].%47 [¢<]. Such pricing responses
appear to be relatively rare,5® and the observations above indicate this is
unlikely to be sustainable competition.

5.44 Funeral directors have argued that customers are becoming more sensitive to
price. Funeral Partners said the vast majority of families chose funeral
directors on the basis of reputation and recommendation, but an increasing
number were interested in price and this acted as a constraint.5*° Dignity
commented that price competition was becoming more vigorous, expressing
some concern that the outcome of the market investigation could create a
race to the bottom in terms of professional standards.5%° It also stated more
consumers were using the internet to research and arrange their funeral
options and that was, in turn, driving increased visibility of options and prices,
which was making consumers more price sensitive and more inclined to shop
around.%%' Co-op said that it was increasingly seeing customers shop around,
considering price as well as quality and service factors.%%? Two smaller funeral
directors also noted similar trends.%%3

5.45 While we accept that a greater number of customers may be becoming more
concerned about prices than in the past, our evidence indicates (as set out
above) that it is not a significant driver of the decision-making for most
customers at present, and it is not clear it will become so in the foreseeable

547Co-op initially began the trial just in East Glasgow, but subsequently extended it to the Greater

Glasgow and Clyde area. A summary analysis of the trial found ‘The results of the trial appear to indicate [<].

548 Co-op also highlighted it had undertaken separate trials in [$<] and in [¢<] which was curtailed by COVID-19
(as was another planned trial on packages and personalisation).

549 Funeral Partners hearing summary paragraph 11. This is also noted in a document providing pre-reading for a
Board away day where it states ‘Changing consumer attitudes/behaviours in relation to death and funerals: When
arranging a funeral most people ([¢<]%) do not shop around and for the over 50s, prior knowledge and
recommendations remain the most influential “channels” when searching for a funeral provider. However, there is
evidence of a shift in consumer behaviour and preference with respect to (i) the increasing popularity of simple,
no-frills funeral options and (ii) the increasing importance of price and on-line channels when finding and
selecting a funeral provider'.

5%0 Dignity hearing summary, paragraph 3. This is also noted in Dignity’s Board decision to change its price
strategy which stated ‘It was noted that the funerals market is changing. There is more competition in the market
based on the absolute number of funeral directors who are trading in the market. In addition, there has been an
increased focus on the overall price of funerals driven by a combination of the Co-op reducing their price for a
‘Simple Funeral’, the development of price comparison sites on the internet and general publicity around cheap
funerals’.

551 Dignity hearing summary, paragraph 67. We consider evidence on use of the internet and shopping around in
Section 3.

552 Co-op hearing summary, paragraph 3. This is also noted in research by [é<] for Co-op in 2019 which stated
‘Customer decisions are driven by service factors, but there is evidence of pricing becoming more important in
decision making’ and ‘Pricing is becoming more important to a proportion of market with [¢<]% shopping around
and price factors emerging higher up KPC ranking than previously’.

553 [8<] noted customers were now more willing to pick the phone up and discuss what they wanted and what the
cost will be with the funeral director. It said that most funeral directors had put their prices on their websites, in
part as a response to this trend. In response to the PDR, Silletts noted ‘Consumers are more aware than ever. In
our own area there is more choice than ever. We are weekly contacted by new clients who have been into the
offices of the larger firms and been prepared to leave once they realise that the advertised leading price is not
really a full funeral as they expect.’ [segment amended] (Source: NAFD Supplementary submission).
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5.46

future. Further, this may be a reaction to a long series of price increases (as
described in Section 7) putting pressure on affordability, rather than a reaction
which will push prices down to more competitive levels.

The evidence described in paragraphs 5.37 to 5.45 above indicates that
competition on price remains muted.

Range of products and services offered

5.47

5.48

While range does not in itself appear to be a significant driver of the customer
choice of funeral director,%>* providers can use range and the introduction of
new products as a competitive response to meet the needs of different
customer groups (eg to offer a cheaper option for price-conscious customers
while maintaining high prices for the rest). There are two aspects to the range
offered by funeral directors:

(a) The funeral types the funeral director offers (such as simple funeral
packages, unattended cremations, and natural/woodland burials); and

(b) Options for elements of the funeral (eg types of cars and hearses,
coffins).

The core range of products and services offered by funeral directors often
appears relatively similar, although with variants increasingly being
introduced.®>® There appears to have been a degree of competitive response
involved in this, particularly with regard to the development and evolution of
low-cost options such as direct cremation in the recent past, and particularly
since early 2018 (although the initial drivers behind launching low-cost options
included concerns over affordability and public scrutiny of prices rather than
narrow competitive considerations)>®.

(a) Internal documents from the Largest funeral directors show monitoring of
developments in each other’s simple funeral prices, unattended funeral
offering etc. as well as a degree of repositioning and response to each
other following changes in the prices of simple funerals or the launch of
direct cremation, albeit with some time lags involved. Funeral Partners

554 As noted at paragraph 5.12, relatively few respondents to the Market Investigation consumer survey who did
not have a pre-determined choice of funeral director said that the range of funeral options on offer (1%) were
important factors in their choice.

585 For example, [$<].

556 See discussion of factors influencing Co-op’s relaunch of its simple funeral set out in Appendix | paragraphs 6

to 19.
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has been less active in this regard.®®” Southern Co-op also noted it
launched a simple funeral in response to Co-op’s simple offering.

(b) Some smaller funeral directors also indicated they had monitored and
responded to other funeral directors through changing their range.5%
Funeral directors may also change their approach in response to what
customers want. For example, one smaller funeral director considered
that it had found a gap in the market but is now doing more of what it
would describe as ‘mainstream’ funerals and religious funerals.®° It has
also been noted that smaller funeral directors on the whole may offer a
greater degree of flexibility in contrast with larger providers.56°

5.49 The evidence above indicates that product range, in particular in relation to
the development of low-cost options, can be used and has been used by
some funeral directors as a competitive response. We consider in more detail
the effect of low-cost funerals offered within funeral directors’ ranges,
particularly for the Largest companies, in paragraphs 5.102 to 5.156.

Quality

5.50 Given the relevance of experience and recommendations to customer
choice,%" we can expect that funeral directors will attach importance to
observable aspects of service quality, ie aspects that they can control and
describe objectively and that customers can observe, experience and respond
t0.%2 As described in the following paragraphs, this appears to be the case.

587 This is discussed in more detail in Appendix | paragraphs 32 to 35.

5%8 |n a questionnaire sent to a sample of funeral director branches, we asked whether the funeral director
monitored their competitors, and what they monitored. We also asked whether they used this information in their
decision making in the last three years. From those who specified what they monitored, six of the seven Smaller
funeral directors and four out of ten branches of Other Large funeral directors monitored funeral range. This is
lower than the number who monitored quality, and similar to the number who monitored price (slightly lower for
branches of the Other Large funeral directors). Three out of seven of the Smaller funeral directors and two out of
ten of the Other Large funeral director branches which monitored competitors said they used the information in
funeral range decisions, with two of the respondents specifically identifying the decision to offer direct cremations.
See Appendix H paragraphs 158 and 159. From our site visits and calls, a long-established firm in a large
conurbation [<] introduced the ‘simple choice’ package in response to observing changes in the market and
responding to what it perceived to be changes in customers’ needs, as reported in the press.

559 []

560 A new entrant in a large conurbation [$<] said that Co-op, for example, does not have the flexibility to offer
coffins beyond their existing range and also tend to rush the arrangement meeting. Another funeral director ([<])
said that hiring vehicles from a carriage master enabled it to offer a broader selection of vehicles to customers for
the same price.

561 See paragraph 5.9.

562 We consider issues around unobservable quality (specifically that relating to back of house services)
separately below.

563 Some further detail is provided in Appendix H.
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5.51

5.52

5.53

5.54

5.55

5.56

Monitoring of own quality

The Largest funeral directors’ quality level is typically set at a company rather
than local level (see paragraph 5.58). The Largest funeral directors have a
number of formal means of monitoring their own quality. These include audits
of facilities, vehicles, and process adherence including in relation to health
and safety, and identification and management of the deceased, belongings,
donations, and ashes.

They also carry out frequent monitoring of customer survey and complaints
data, and online reviews, which is shared with branches, including so that
branches can take action in response to complaints. Each of the Largest
funeral directors sends a survey to every (or almost every)%* customer.

Some Other Large funeral directors provided us with evidence of their own
regular customer surveys, focus groups, own-branch mystery shopping, and
operational audits of front (and back) of house, as well as details of their
training activities and performance management for staff.

As part of the information we obtained from the Smaller funeral directors,
customer feedback was identified as a key way in which funeral directors
would gauge and monitor their quality levels, with many using an after-funeral
survey.

Competitor monitoring and response

In terms of competitor monitoring, many funeral directors told us that they
monitor rivals over a range of parameters, including service quality.%%® The
extent and nature of this monitoring behaviour appears to vary widely — some
funeral directors undertake mystery shopping exercises and others simply
maintain ‘an awareness’ of rival activity.5¢%

Local Dignity, Co-op and Funeral Partners branch managers that we spoke to,
when describing the quality of their rivals, were able to comment on vehicles,
premises, and, to an extent, the quality of staff, primarily defined by the extent
of their experience and the strength of their links to the local community. %67
Internal documents from two of the Largest funeral directors suggested that
some consumers perceive the Largest funeral directors as being less caring

564 Dignity told us that all clients are contacted except in circumstances where contact for feedback is deemed
inappropriate, for instance: [<].

565 As well as other factors including price and volumes.

566 Co-op submitted that, ‘Monitoring activity is ... a reflection of the information that is more readily available
rather than an indication of the relevance of those factors to competition between funeral directors’.

567 CMA calls held with local branch managers.
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5.57

5.58

5.59

and personal than ‘independent’ funeral directors (though this may not
influence provider choice).%8

In relation to other funeral directors:

(@)

(b)

In response to our questionnaire, eight out of 15 of the Smaller funeral
directors and ten out of 11 branches of the Other Large funeral directors
indicated that they monitored their local competitors in some form, with
those that do monitor competitors indicating that service quality was the
most important aspect that they monitor (from those who specified what
they monitored, all seven of the Smaller respondents and eight out of ten
branches of the Other Large funeral directors monitored service quality).

Some of the smaller funeral directors, from whom we have received
evidence via calls and site visits, indicated that they did not pay much
attention to what competitors were doing. Others among these providers
still showed an awareness of competitor positioning/pricing in their
responses (including in some cases aspects of the quality of their
services).

In terms of competitive response, overall, we have seen only limited evidence
of funeral directors improving their levels of quality in response to local
competition. The Largest funeral directors’ quality level is typically set at a
company level, rather than as a direct response to local competitive
conditions, limiting the flexibility of locally-focused responses.%° Dignity, Co-
op and Funeral Partners all indicated that their internal quality measures do
not vary across their branches depending on the conditions of local
competition, and that staff training and quality monitoring and targets are the
same across branches. They all indicated that the quality of their facilities may
vary across branches, and that such variances may be due to factors such as
whether there has been an opportunity to refurbish (eg following an
acquisition) or a desire to maintain particular aspects of pre-acquisition
services (such as slightly different uniforms or personalised registration
numbers of vehicles). We have seen very little evidence of feedback from
local management influencing central decisions on quality.57°

In relation to other funeral directors:

(@)

Questionnaire responses indicated that of those that monitor their
competitors, four out of seven of the Smaller funeral directors and eight

568 For instance, an internal document from one funeral director (based on qualitative research) stated that
“independent providers [are] perceived as more personal and caring”. [<].

569 Albeit that centrally-set quality decisions can be a response to aggregated local competitive conditions.
570 See Appendix H, paragraph 121.
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out of ten branches of the Other Large funeral directors said that they use
that monitoring information in their decision-making in some capacity.
Again, the most common response was that information was used to help
inform decisions on service quality. Responses detailed that the quality
improvement decisions relate