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Energy supplier debt 
books set to grow as the 
Covid-19 impact emerges

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT

As I write this report, an effective Covid-19 vaccination has just been 

approved for use in the UK. 

While that may mark the beginning of the end of the health emergency, 

Covid-19’s negative impacts on household finances will increase and 

continue for a long time to come. 

Energy suppliers must take stock of the stark financial situation their 

customers may find themselves in and what that will mean for their ability 

to pay energy bills.

Strong capabilities in managing existing customer debt and reduce its 

growth may soon become critical for energy suppliers.  

Rachel Littlewood

Head Of Financial Optimisation

Rachel.Littlewood@bfygroup.co.uk
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“Our economic emergency has only just 
begun.” – Rishi Sunak, Chancellor of the 
Exchequer, 25 November 2020 

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT
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Already strained 
household finances 
starting to experience 
Covid-19 related stress

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT

The Money Charity reported that as of September 2020, personal debt had 

increased over the year by £441 per adult, with total UK personal debt 

growing by £23.4bn to £1,685bn. 

A survey carried out by StepChange, also in September 2020, found the 

number of people struggling to afford essentials has grown by 1mn to 

5.6mn over the year, with the amount of arrears and borrowing among 

this group attributable to coronavirus standing at £10.3bn.
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https://themoneycharity.org.uk/money-statistics/
https://www.stepchange.org/policy-and-research/debt-research/covid-debt-2020.aspx


Employers collapsing 
with many more 
reporting significant 
financial pain

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT

We have all seen news reports of high-profile companies collapsing into 

administration due to loss of earnings related to Covid-19. In the last week 

alone, Arcadia Group and Debenhams both failed, which will lead to tens of 

thousands of job losses.

For every story that makes the national news, many more go unnoticed 

but collectively are at least as significant in terms of employment. Despite 

the government’s job retention scheme still being in place, UK 

unemployment increased by 318,000 in the year to September 2020.  

An ONS survey from September found that nearly half of companies 

reported a significant decrease in turnover and 28% said they had less 

than three months of cash reserves. In some particularly hard hit sectors, 

23% of businesses believe they face a moderate to severe risk of 

insolvency. 
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https://themoneycharity.org.uk/money-statistics/
https://www.ons.gov.uk/businessindustryandtrade/business/businessservices/bulletins/coronavirusandtheeconomicimpactsontheuk/10september2020


Suppliers must review 
their debt book and 
ensure their processes 
are fit to minimise its 
growth

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT

While loss of employment is devastating news for households, it should 

also be a clear signal to energy suppliers that they need to manage their 

cashflow extremely carefully heading into this winter and beyond.

Many suppliers have purposely focussed on lower cost, customer friendly 

Direct Debit payments. In a standard year, this means there is less chance 

of customers falling into arrears.

However, Direct Debit does not guarantee payment. 

Now and into a still Covid impacted future, suppliers are likely to find that 

normally effective collection journeys are unable to handle the volume of 

customers struggling to pay. 

If Direct Debit adequacy and failed mandates are not managed closely, 

there is a good chance any debt problems will go unnoticed. When the 

problem is eventually recognised, it may have long since become a 

significant risk to the supplier’s business.   

Suppliers needs to tackle these issues urgently to limit their impact. 
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Segment your debt book 
to identify the best tactics 
to use

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT

Segmentation is the key to success. It allows a more targeted response to 

similar groups of customers to drive engagement and resolution. Start by 

segmenting customer into ‘can’t pay’, ‘won’t pay’, and ‘shouldn’t pay’ 

categories, as each requires a different approach.

• ‘Can’t pays’ - it’s not a surprise that more customer conversations 

generate more resolutions but in the world of automated processes, 

speaking with customers is often overlooked 

• ‘Won’t pays’ - need journeys that present plenty of easily taken 

opportunities to pay, rather than their case being escalated to 

enforcement before it is absolutely necessary

• ‘Shouldn’t pays’ - focus on quickly getting to the bottom of whatever 

the account issue is and fixing it

Identifying these customer groups is as much art as science. It may 

become evident further down the line that a ‘won’t pay’ is really a 

‘shouldn’t pay’. However, there are some tried and tested indicators you 

can use to support segmentation decisions.  

For example, a total lack of engagement, multiple complaints or 

employment in a severely impacted industry could be read as ‘won’t pay’, 

‘shouldn’t pay’, and ‘can’t pay’ respectively. 

Additionally, external data sources may also help. Open banking 

affordability assessments are growing in use in this area.
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Large debt collection 
gains can be delivered 
quickly and simply

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT

It can be tempting to want to implement a sophisticated new collections 

system, with all journeys fully built, all comms perfectly prepared, and new 

teams created and intensively trained. 

This is expensive and takes more time than you may have.

This advice is perhaps a simplification, but the key point is that a caring 

approach combined to short, targeted campaigns over SMS, email, and 

phone can be incredibly successful. Enhancing your debt collection success 

does not need massive up-front investment.

Your advisers need to be empowered to have an empathetic and 

openminded conversation with the customers they contact. They also need 

to be equipped to deal with any customer service issues that are 

uncovered during conversations. 
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Start developing more 
sophisticated collection 
processes to support long 
term success

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT

The impact of Covid-19 is going to be enduring. You will encounter more 

and more customers that don’t pay their bills, especially if you’re growing 

your customer numbers quickly. While the simple measures described in 

the previous section will put you in a better position to collect debt, further 

major improvements will take time and investment. 

Building a solid collections strategy is important but prevention is better 

than cure. That is unquestionably true when it comes to debt. It is far 

harder to help someone get out of debt than keep them out of debt in the 

first place.

Focus on building early warning systems into upstream journeys to help 

you spot that something has changed in a customer’s circumstances.

Regularly review both individual Direct Debits and your adequacy policy to 

ensure you are not unwittingly putting your customers in a financial 

situation they will struggle to get out of.

Make sure you are staying on top of billing exceptions as late or incorrect 

bills are a huge driver of customer debt.

Finally, make the most of your acquisition journeys to properly understand 

who your customer is. Credit checks are helpful to understand affordability 

and risk. Focus on getting accurate contact information for your customer 

so if a problem does arise in future, you can contact them easily.
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• Our client, a leading challenger brand in the 

UK residential energy market, had 

appointed a new board because the 

business’ commercial position was suffering 

due to legacy debt.

• It needed a clearer analysis of its debt 

position, along with a thorough assessment 

of processes, and performance levels. 

• BFY Group were selected to help the board 

make effective and informed changes that 

would drive the business forward at pace.

CHALLENGE

• Reviewed key debt metrics as part of a 

comprehensive benchmarking project to 

assess our client against its competitors

• Analysed client’s debt book, with full 

segmentation of its customer base

• Forecast of bad-debt charge was completed 

to validate likely in-year outturn vs budget 

and to inform future budgeting.

• Reviewed debt resolution systems, 

processes and performance, as well as 

looking at the quality and size of the 

collections department

• Reported insights and countermeasures in a 

clear way to help our client understand how 

to transform its debt position

SOLUTION

• We identified our client’s debt position was 

up to 4.5 times higher than that of 

comparable competitors

• Our insight identified a series of customer 

segments requiring tailored approaches, 

including customers who had never paid, 

those with significant arrears, and those 

with an insufficient payback period

• BFY Group provided the client with seven 

‘must do’ opportunities that created 

savings of up to £13m in the first year

RESULTS
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Case study: BFY identifies debt management changes 
for challenger worth £13m in year one



Now is the time to focus 
on debt collection

COVID-19 AND RETAIL ENERGY CUSTOMER DEBT

Debt collection is typically under resourced and under prioritised at energy 

suppliers. 

The already significant impact of Covid-19 on household incomes is only 

going to get more severe through 2021 and possibly beyond. Even with 

perfect debt collection management, debt will be a significant area of 

concern for suppliers. 

To minimise the financial impact on your business, now is the time to 

ensure you have put in place everything you can to meet the debt 

challenge. 

Rachel Littlewood

Head Of Financial Optimisation

Rachel.Littlewood@bfygroup.co.uk
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To discuss debt management with BFY Group, please do not 
hesitate to contact Rachel Littlewood at:

Rachel.Littlewood@bfygroup.co.uk

07950 698860

Thank you.


