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Revisiting Rebates: A Case Study of the EST Subsidy Schemes

1  INTRODUCTION

In the summer of 1999, the Energy Savings Trust (EST) devised and implemented a number of energy
efficiency rebate schemes on refrigeration appliances and washing machines to encourage, through subsidies,
the purchase of energy efficient appliances. The schemes were implemented by a number of manufacturers
and retailers throughout Great Britain. The Energy and Environment Programme of the Environmental
Change Institute (ECI) researched the schemes in order to gain a better understanding of the effectiveness of
rebates as a policy tool for market transformation. More specifically, the research aimed to assess people’s
attitudes towards rebate schemes, and understand why they do or do not take a rebate.

Assessment was carried out through in-store interviews, observations and a mail-out questionnaire. Almost
800 people responded to questions concerning their views of the rebate scheme in general, and provided
information about how they learned of the scheme, why they made their purchase, and how the rebate
influenced their purchase, etc. The mail-out was complemented by in-store interviews with customers and
sales staff in three electrical retail stores in Oxfordshire belonging to Comet and Powerhouse. This dual
approach provided a way of highlighting the strengths and weaknesses of the programme and identifying
design options for future schemes.

This report begins with a discussion of rebates and subsidies and their role in influencing the market. This
discussion is followed by an outline of the EST scheme where all actors and participants are identified, and
an explanation of the methodology used. Finally, the results of this study are presented in the context of a set
of identified criteria, concluding with recommendations for future consideration.

1.1 A Discussion of Rebates and Why this Study is Important

Rebates, subsidies and other financial incentives can be an important means of stimulating the market for
energy efficient appliances. Therefore, understanding how and why they work should help in designing future
subsidy schemes and promotion programmes. The words ‘rebate’, ‘subsidy’, ‘cash-back’ and ‘discount’ are
used interchangeably in this report. The EST rebate was essentially a subsidy to the consumer on a particular
product.  In some shops the rebate was provided at the point of purchase as a discount, while in other cases
the consumer had to apply for the cash-back retrospectively by post.  More detail about the set-up of the
scheme is provided in Section 2.1.

There are a number of reasons why a rebate programme is introduced. These reasons are used later as a
means of assessing the schemes.

Rebate programmes can be used to:
Provide financial support to a product so that its market price is on a par with conventional products. This
allows environmentally or socially advantageous, but more costly, products to compete with ones that are less
so.

Increase market penetration of a specific product. Lowering the price will accelerate purchase of a new
technology. In the case of energy efficient technologies, accelerating uptake (and removing old stock)
provides immediate environmental advantage through reduced energy consumption.

Educate the consumer and promote a particular kind of product. Promotion through a recognised
government agency (such as the EST) sends a strong message to the consumer about the legitimacy of the
supported product. The mere existence of a government-endorsed scheme may encourage some people to
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purchase the product (IER, 1998). Rebates can be seen as a seal of approval by a government agency and so
people learn to trust the product being promoted. If a programme is well publicised, this trust can be
established with consumers whether or not they take advantage of the rebate. Raising awareness about the
merits of the product by promoting the scheme can therefore serve to educate, almost as a knock-on effect.
For this scheme, the message was about the financial and environmental advantages of choosing an energy
efficient appliance. If the link to energy efficiency is clear, and consumers receive the general message, their
purchasing behaviour may be affected beyond the life of the scheme.

2 BACKGROUND

2.1 Designs of the EST Rebate Scheme

The EST energy efficiency rebate schemes (hereafter also referred to as the rebate programme) were designed
to encourage the purchase of energy efficient refrigerators, fridge-freezers, upright freezers, chest freezers,
and washing machines. The focus of this report is on the refrigeration appliances. In particular, the rebate
programme aimed to stimulate the early replacement of inefficient models by requiring people to trade-in
their old, working appliances. Funding for the rebates was available through the Public Electricity Suppliers
(PESs) as part of the Energy Efficiency Standard of Performance Scheme (EESOPS). Since 1994 the PESs
have collected £1 per customer per annum for the purpose of financing energy efficient initiatives. The EST,
a non-profit organisation set up to identify, promote and manage energy efficiency schemes in the UK, is one
channel through which this money is allocated, usually for national schemes.

EESOPs criteria require a set level of kWh savings per £1 spent on energy efficiency activities. In the energy
efficiency rebate scheme, the removal of old, inefficient appliances from circulation was the means of
improving the kWh/pence savings ratio. As a result, the EST stipulated the trade-in of an old appliance on the
purchase of a new, rebated, energy efficient one. This was the only stipulation on the customer. The Hoover
scheme is the one exception where the trade-in requirement did not apply.

The scheme was run with four manufacturers: Elcold, Hotpoint and Hoover and with one retailer – Comet.
The details of each are described below. Although the manufacturers sold through a variety of retailers,
Comet was the only retailer that had a contract with the EST for this scheme. The scheme run through Comet
applied to a number of brands, and advertising was done in-house. The marketing of this programme was left
largely to the participating retailer and manufacturers.

Neither the manufacturer nor the retailer were required to make any direct financial contribution to the
scheme, but were responsible for their own marketing package. Due to a limit in funding, the participants
were made aware that any models sold beyond the allocated funding were their own responsibility.

A brief summary of the terms and conditions of each of the participants is outlined below:
(‘Participant’ refers to the four manufacturers and one retailer who had a contract with EST for the energy
efficiency rebate scheme).

Participating Retailer

Comet
Comet was the only retailer participating directly in the rebate scheme, i.e., with an EST contract. Other
retailers were involved only as sellers of a participating manufacturer’s products (see explanation below). In
order to be eligible for this scheme, the retailer had to have a national presence and be responsible for the
advertising of the scheme. Comet advertised the scheme through their weekly flyer, as well as with in-store
placards and signs. According to the EST spokesperson, at the time of scheme design, Comet was the only
national retailer able to meet the criteria laid down by the programme.
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The brands available through the Comet stores included: Hotpoint, Bosch, Zanussi, Candy, Scandinova,
Proline (a Comet own brand), Blomberg, Servis and Daewoo. There was some overlap of brands in the
Comet shop (e.g., the Hotpoint and Candy brands are sold in Comet shops) but the rebate was only applied
once, by Comet. The decision regarding which appliances to sell with the rebate was made by Comet but
these had to comply with EESOP criteria, concerning the efficiency rating of the appliances.  Not all brands
would necessarily have been available at all Comet shops. The scheme also required the trade-in of an old
appliance.

Money for rebates on 14,000 appliances was initially available, but increased to 17,000 rebates, as the
scheme’s popularity became evident. The value of the rebates varied from £40-85 and applied mostly to A-
and B-rated cold appliances, with some C-rated frost-free appliances. The value of the rebate varied with the
rating of the appliance with ‘A’s receiving a higher rebate than ‘B’s, etc. 16,000 cold appliances were sold
under this scheme.

Role of the Other Retailers

Powerhouse, Curry’s, Iceland and other retailers mentioned in connection with the rebate programme, sold
appliances of the manufacturers described below, but did not have a direct contract with the EST. The
retailers were the means of sale but not of facilitation. It was up to the individual manufacturers to invite the
retailers to sell the discounted models, and to inform them about the scheme. The intention was that the
retailers received publicity and point-of-sale information from the relevant manufacturers.

Participating Manufacturers

Elcold
Three models of Elcold chest freezers were being sold through a trade-in scheme in a number of retail stores.
Powerhouse, Northern Electric, Scottish Power and a number of larger independent retailers were the primary
carriers of the Elcold products, however, all interested retailers were eligible to sell the rebated products. A
direct discount was provided in the store; a postal application by the customer was not required. The rebate
applied only to A-rated appliances. 1,500 rebates were available through this scheme. It was launched in July
and ended in early October 1999. The value of the rebate was £55, although in some cases Elcold made their
own contribution to increase it to £60. The scheme did not do very well, selling only 500 appliances of a
target of 1,500. According to EST, the main reasons for the low sales were lack of promotion and poor co-
ordination between Elcold and the retailers. Given the small number of appliances available under this
scheme, the lack of advertising by Elcold may be justified, especially given that Elcold is only a small player
in the manufacturing industry.

Hotpoint
Another trade-in scheme applied to six models of Hotpoint refrigeration appliances. In order to receive their
cash-back, customers needed to complete a claim form in-shop, which was sent to Hotpoint. The
manufacturer then sent the customer a cheque for the rebate and later billed EST for all claims honoured. A
large number of retail chains and independent retailers throughout the UK provided the Hotpoint offer – all
retailers purchasing Hotpoint products were eligible to participate. Powerhouse and Curry’s are retailers
included in this list. The scheme ran for 6 weeks, terminating at the end of July 1999. The EST initially
provided money for 13,000 appliances, however, due to popular demand, extended this to cover £50-£65
rebates for another 3,000 appliances. All six models have a ‘B’ rating. Hotpoint, and not the retailer, did the
majority of advertising for this scheme.
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Hoover
A rebate on four models of A- and B-rated Hoover refrigeration appliances was offered almost exclusively
through the Curry’s chain of retail stores. These were sold at a direct discount and did not require a trade-in to
be eligible. The sales target for this scheme was 5000 units carrying a £25 - £60 rebate each. Less than half
the target (approximately 2300 appliances) was achieved. Again, poor promotion, and change in personnel at
the management level, is thought to be to blame for the poor result. Also, there was a major shortage of
models: four of the six models to which the scheme applied were not available for most of the scheme’s
duration.

3 METHODOLOGY

In order to make a qualitative assessment of customers’ attitudes to the energy efficiency rebate programme,
the ECI conducted a customer survey in the shops of two retailers: Comet and Powerhouse. These were
chosen on the basis of contacts with senior personnel at both these retailers. Attempts were made to include
Curry’s customers and staff in the analysis, but this, unfortunately, could not be organised, although some
observation of in-store marketing was made. A sales staff questionnaire was designed and used in the Comet
outlet. At Powerhouse, staff attitudes were assessed by informal conversation; Powerhouse management
requested that no staff were to be interviewed. The staff survey was intended to collect a broader view of
customer attitudes, since the sales person is in direct contact with the customer and can be highly influential
on consumer decision-making. At the same time, the sales staff has their own views and opinions of schemes
running in their shops. A mail-out questionnaire, facilitated by the EST, was also used, and provides the bulk
of the quantitative analysis. In-store observation was an important means to understanding how the scheme
was being implemented in the different shops and locations. The EST, as implementer of the scheme, was the
main source for details of scheme design and participants.

The initial aim of the project was to assess customer and sales staff view of the rebate programme. Although
this objective was achieved in part, visits and initial interviews at the two retailers revealed that most people
had scant knowledge of the scheme. This was found to be true of both consumers and sales staff. It came to
light that Comet and Powerhouse took different approaches to promoting the scheme and it was thought this
might have quite an important effect on the responses provided by the respondents. Contrasting these
approaches was identified as a useful means of assessing the components of scheme design. Part of the
limitation of the in-store interview was the lack of appropriate interviewees in the shops. The surveys for this
project did not get underway until the rebate scheme had already been running for several weeks. Due to the
popular demand, and perhaps coinciding with the hot weather in July, there was a greater-than-expected
demand for the rebate, which meant that the funding ran out more quickly than EST had anticipated.  Many
of the models for which the rebate was earmarked had already been sold out by the time the survey
commenced. Consequently, it was very difficult to find customers who had purchased a refrigeration
appliance under the scheme.

In total, only 18 customers and 9 sales people were interviewed over eight days. Only four of the 18
customers had a bought an appliance under the energy efficiency rebate scheme, and only one of those four
was aware the rebate was linked to energy efficiency. The number of customers on any given day varied
between zero and five in five hours. The interviews each took between 6-8 minutes and were carried out in-
store once a purchase had been made. The interviews were carried out in the Comet shop in Oxford and in the
Powerhouse Superstores in Bicester and Slough.

Due to the lack of respondents, the follow-up mail-out questionnaire was used as the main means of assessing
consumer attitude. The questionnaire was commissioned by the EST and executed by the Lothian and
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Edinburgh Environmental Partnership (LEEP). Questionnaires were sent out to 2000 households that had
participated in the Comet-run scheme and 2000 households purchasing a Hotpoint appliance. The questions
on this form were similar to the in-store interview. 326 completed questionnaires were received from Comet
customers and 445 for Hotpoint. Analysis of the survey was carried out by the ECI.

Unfortunately, the value of the mail-out results is limited by the inclusion of information about the scheme in
the letter of introduction. This letter provided details about the energy efficiency component of the scheme as
well as information about the funding of the scheme. This means that some of the responses may be biased,
reflecting information obtained from the letter of introduction rather than respondents’ own personal,
uninfluenced views.  Results to some of the questions regarding energy efficiency suggest this might be the
case. Comparing responses from this survey to ones carried out for previous studies show that energy
efficiency is given a higher priority than would be expected (DECADE, 1997a). As a result, the conclusions
that can be drawn from the mail-out questionnaire are limited.

3.1 Basis of Analysis

Using the experience of previous rebate programmes, combined with the aims of this scheme, this section
identifies criteria used as the means of assessment. There are certain factors that need to be considered for the
assessment of any rebate programme; three of these have been described in Section 1.1. In order to break the
analysis down further, the following criteria have been taken into consideration:

1. Prices and costs: What effect has the rebate had on reducing the cost of the new or innovative product,
especially compared to a conventional product?

2. Level of rebate: What is an adequate, least-cost but still effective, level of rebate? For many customers
the level of rebate (immediate savings) is the main incentive for buying a more efficient product.

3. Market penetration: What effect has the rebate had on increasing the market penetration of a particular
product?

4. Actors involvement: What role do (or should) actors in the scheme play? Consumers are important as
purchasers, but equally important for success are other actors and their activities. In the case of
refrigeration appliances manufacturers, retailers and their sales staff can be equally important.

5. Marketing activities: What kind of information is required to make the consumer aware of the existence
of the programme? Marketing can be done at several levels:
a) Promotion or advertisement of the rebate itself.
b) Education about the wider aim of the programme, in this case advocating energy efficiency and

increasing the market share of energy efficient appliances. If the message (both financial and
environmental) is clear, purchasing behaviour beyond the life of the scheme may be affected.

6. Customer convenience: Does the consumer face any difficulties when applying for the rebate? The
design of the application procedure can influence the programme’s success. The trade-in requirement or
paperwork to apply for the rebate may create barriers to uptake.

7. Socio-economic characteristics of the rebate takers. Who is most likely to take advantage of a rebate
scheme? Which groups in society?  Do elements of the scheme design hinder some groups?

Previous assessments suggest several methods of evaluation of rebate programmes: surveys amongst
participants and non-participants, interviews and surveys with other actors, literature study, econometric
modelling and impact calculations for the selected programmes. This study employed the first three methods.
The EST is intending to carry out its own impact calculations.

4 FINDINGS
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Of the 18 customers interviewed in-store, only one had knowingly purchased a fridge freezer with the energy
efficiency rebate (and she was also a staff member who had been interviewed a few days previously by
another ECI researcher). The other three were not well informed about the rebate, making it difficult for them
to assess the scheme, as was the aim of the questionnaire. All other interviewed customers had purchased a
refrigeration appliance without the rebate, and had not been aware of the rebate scheme. As a result, the in-
store interviews could do little more than provide insight into the survey design, and thus the results were not
included in the quantitative analysis.

The main difference observed between the Powerhouse and Comet approach was in the level of promotion in
the stores. This promotion includes both staff awareness and in-store advertising. In the Comet shop, the
rebate was advertised extensively both in-store and out (distributed flyers) and staff were well informed. In
contrast, Powerhouse staff did not appear to be as well informed, nor was the scheme well advertised in the
shop. These differences can mostly be accounted for by the difference in arrangement of the scheme with
EST, as explained in Section 2.1. Powerhouse is only one of many retailers that sell Hotpoint products, and a
brief visit to one Curry’s shop suggested that equally little information was available about the Hotpoint
rebate scheme at this retailer.

Due to Comet’s active marketing, there was more information available in the shop. Each appliance to which
the rebate applied had a large sign indicating the level of rebate. The sales staff appeared to be a little better-
informed about the scheme (compared with the staff at Powerhouse), and several staff members said they
used the rebate as a selling tool. However, it is notable that responses to the mail-out questionnaire indicated
that many consumers did not think the scheme was sufficiently publicised. Many suggestions regarding
improvement of the scheme concerned better information from sales staff about the scheme, and about energy
efficiency in general. The Hotpoint customers made similar comments. The effect of this on the take-up of
the scheme is impossible to validate. Sales targets for Comet and Hotpoint were both extended due to the
popularity of the scheme and it can be argued that better and more extensive advertising could have created a
demand that could not be filled, resulting in widespread disappointment on the part of consumers. In this
way, advertising the scheme itself may not have been a desirable objective.

The results from the mail-out survey were more successful.  With a respondent base of almost 800 consumers
(a response rate of 19%), the data set is useful for reviewing customer attitudes. The results to the mail-out, as
well as the in-store observations, are discussed next, in the context of the criteria outlined in Section 3.1.

4.1 Scheme Aims and Assessment Criteria

1. Prices and costs
Energy efficient refrigeration appliances in the UK have already reached near-competitiveness with their not
so efficient counter-parts. The rebate, ranging from £30 - £85, was seen as very high compared with any store
discount offers, and in many cases reduced the price to below that of the less efficient models. On this point
the scheme was successful. However, it can be argued that given the near-competitiveness of this technology,
the money could have been allocated in a more effective way in order to have longer lasting effect on the
market. Moreover, the value of promoting C and even B rated appliances just prior to the introduction of a
minimum standard is questionable. In September 1999, a European-wide standard came into effect, which
eliminates all D-G rated appliances from the market, except for chest freezers (only F and G rated appliances
are removed). The stock of these less efficient models were allowed to run their course but all new stock
since September has to fall in the A-C range. Since A-C appliances were soon to become the only products
on the market in any case, it is necessary to question the value of financially promoting A-C appliances in an
energy efficiency promotion scheme. On this kind of scale ‘B’s and ‘C’s can no longer be considered
efficient.
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2. Level of rebate
Customers and sales staff were pleased with the level of rebate being provided; many, particularly the sales
staff, said a higher level of rebate is rarely, if ever, offered. This high rebate, it is believed, contributed to the
popularity and success of the scheme. When asked whether the energy efficiency rebate scheme had
influenced their purchase, 68% replied in the affirmative. The question went on to ask what the consumer
would have done if there had been no rebate offered. 67% said they would have bought the same model
anyway, 28% would have bought a different model, and only 4% would have made no purchase at all. The
responses for the Comet and Hotpoint customers did not vary substantially for most questions; most results
are presented in combination unless otherwise stated.

3. Increased market penetration
Almost 45,000 refrigeration appliances were sold under the rebate scheme; more than had been targeted. The
high demand resulted in the scheme being extended by 6000 units, and funds set aside for the rebate quickly
ran out despite little advertising and promotion. Both customers and sales staff confirmed what was expected,
namely, that giving away money is an effective means of selling energy efficient appliances when supported
in a retail environment. In these terms the rebate programme was a success.

In order to assess the effectiveness of the scheme in increasing market penetration beyond what would have
been sold anyway, it is necessary to compare sales of A–C rated appliances with sales during other periods.
This kind of analysis is to be completed by the EST. For the moment, it is difficult to evaluate success on this
criterion. The survey response, with 67% saying they would have bought the same model regardless of the
rebate scheme, suggests the market was not significantly affected, however the EST does expect the rebate
scheme to have increased sales of higher rated appliances over previous years. This remains to be determined.

4. Actors involvement
Several actors and deliverers can be identified as important for the success of this rebate scheme: the Energy
Saving Trust as facilitator of the programme, the manufacturers, the retailers and the retail staff.

Energy Saving Trust
Although at the helm of the scheme, the EST had a limited role in its day-to-day implementation.  The main
functions of the EST included scheme design and development, setting up contracts with the manufacturers
and retailers, and completion of a post-implementation report for the programme.

Manufacturer
It has been mentioned that organisation and advertising of the scheme was the responsibility of the
manufacturers, except in the case of the Comet scheme. This required communicating the details of the
programme to the retailers selling their product, and providing them with promotional material. According to
the EST, communication between the manufacturers and retailers was not always good. And as evidenced by
the Elcold, Candy, and Hoover schemes, this lack of communication resulted in poor success rates.

The general arrangement between the parties involved the manufacturer sending letters to the retailers selling
their product, asking if they wanted to participate. If they agreed, the retailers were provided with information
and advertising for the shop. All advertising was required to carry the Energy Efficiency logo and the logos
of the 14 PESs who financed the scheme, and had to be cleared by the EST.

Retailer
The importance of the retailer is well illustrated through a study on a rebate scheme run in the United States
of America. An extensive rebate programme called “WashWise” was run in the North Western States of
America in 1997-98. The programme encouraged and focused on the retailer rather than the manufacturer, as
a means of facilitation. Similar to the EST scheme, various retailers (in the WashWise case all retailers in the
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Northwest region) were approached to participate. All those willing to advertise the scheme were eligible to
participate. Recruitment, training, continual support and responsive programme administration were the
programme features contributing to the high rate of retailer participation. The WashWise programme
provided a financial incentive to both the consumer and the participating retailers. The retailer incentive was
intended either as a commission for the sales staff or to pay for advertising and other expenses (Gordon,
1998).

WashWise stresses the participation of the retailer as vital to the success of the programme as “retailers are
on the front line and are often the customer’s first source of information about clothes washers” (Gordon,
1998). The retailer was the most important source of information for the majority of people learning about the
programme. Evidence from the Comet and Powerhouse approaches supports this finding, suggesting that the
retailer does need to play an active role in the promotion, in the form of visual evidence in the shops and a
knowledgeable sales staff that can point out the rebate to the customers. The retailers’ participation is
discussed in more detail under the ‘marketing activities’ heading below.

Sales Staff
Observation in the retail shops demonstrated the importance of knowledgeable sales staff. The majority of
Comet sales staff spoken to were aware of the scheme and some said they found it to be a useful selling tool.
This was later substantiated through observation of one sales person who was observed explaining the energy
label and its running cost and environmental benefits to her customers.

Conversations with sales staff at both Powerhouse shops indicated that they either were not aware of the
scheme at all, or, if they were, did not know to which appliances it applied. Further discussion about sales
staff follows under the marketing heading.

5. Marketing activities

The marketing and advertising activities for this scheme were mainly the responsibility of the manufacturers
and the retailer, Comet. It was up to the manufacturers to distribute the materials and in turn, up to the
retailers to decide how much or how little promotion they wanted to undertake.

Promotion
As evidenced by the lack of promotional material in the Powerhouse shops, retailers either did not receive
much promotional information from the manufacturer, or chose not to display it. Knowledge about the
scheme amongst the sales staff was also poor. When the acting sales manager of one Powerhouse shop was
asked about the existence of the Hotpoint rebate scheme he referred to it only as a ‘cash-back’ or ‘cheque-
back’ scheme, never mentioning energy efficiency. He said that the appliances to which the deal applies were
marked with a promotional label. It took several minutes to discover the placard announcing the scheme. The
placard was located on top of a fridge-freezer to which the scheme did not apply – it had a D-rating.  The
placard was rather limited in the information it provided. Energy efficiency was only mentioned once, in the
form of the energy efficiency logo and there was no mention of the type of rating the appliance required to be
eligible. Other information included the list of models to which the sale applied in very small font at the
bottom of the card and the date of expiry of the offer. This single placard was the only advertising done in-
store for this scheme.

A similar observation was made at the Curry’s shop in Oxford. It is difficult to assess whether the same
observation would have been made elsewhere, but responses to the mail-out do suggest limited information
about the scheme.  Most of the comments criticized the lack of advertising and information. Again, it is
difficult to assess whether this was the fault of the manufacturer or the retailer.
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By contrast, in-store advertising was much better at the Comet shop. On entering the cold appliance section
of the Comet store in Oxford, it was easy to see to which appliances the rebate applied. Every appliance had a
sign indicating the energy efficiency rebate and the value of the discount.

 Although other studies stress the importance of marketing and advertising, in the case of cold appliances this
is less important. Unlike condensing boilers for instance, which are still a largely unfamiliar product,
refrigeration appliances are well known and energy efficiency is already a recognised and trusted
development. The energy-rating label on cold appliances has been a requirement in the UK since January
1995.  Most of the sales staff questioned said that awareness and interest in energy efficiency was growing,
and in some cases stated that more than half the customers were aware of energy efficiency before they
walked into the store. The mail-out questionnaire included questions about attitude to energy efficiency. As
might be expected an overwhelming majority said they thought energy efficiency was very important or
somewhat important (85%). A few people admitted to not understanding energy efficiency (“What is energy
efficiency?”), and fewer still said it was unimportant or not important at all. As suggested previously, the
running of the scheme would have sent a signal of approval for the technology. But refrigeration technology
is well established, and most brands offered under the scheme household names; one would not expect the
product image to pose a big barrier to take-up.

It can be argued that external advertising in itself was not necessarily a requirement for the success of the
Hotpoint and Comet schemes. The rapid exhaustion of the rebate funds indicates that once in the shop,
consumers obviously did receive the information they needed, and took advantage of the scheme. However,
other schemes, namely Elcold, Candy and Hoover, were not as successful - each falling short of their targets
by more than half. The EST has suggested that lack of promotion was one of the possible explanations. As no
study was made of these schemes, it is difficult to assess the cause for failure.

Education
In addition to promoting energy efficiency through the purchase, the scheme could also have been an
opportunity to educate consumers about the energy label. Evidence in the shops and responses from
consumers suggest that this opportunity was not capitalised upon. As such, the scheme failed to use its
potential as an educational tool. In-store observation showed there was little energy efficiency information
available. The mail-out questionnaire supported this finding. Many respondents suggested the need for more
information about energy efficiency in their comments about the scheme, and expected this information both
from in-shop information and sales staff.  When asked if sales staff had explained the energy label to them,
half replied they had not.

Addressing education under the EESOPs programme has its limitations, however. Through its pence/kWh
savings stipulation, few education schemes are justifiable under the programme. PESs funding can only be
spent on education if quantifiable savings can be measured, or if it is a vital part of making the scheme work.

6. Customer convenience when applying for the rebate
There were two means of receiving this rebate, depending on the manufacturer or retailer involved. At
Comet, the rebate was applied in the form of a discount, thus the consumer received the financial savings
immediately at the point of purchase. The other schemes, including Hotpoint, required that the customer mail
their claim form to, and receive their cheque from, the manufacturer (who later billed the EST for the
rebates).

Several respondents to the mail-out questionnaire complained of the send-off requirement for receiving their
rebate and would have preferred to receive a direct rebate. But again, given the popularity of the Hotpoint and
Comet schemes, this cannot be seen to have been a major deterrent for the consumer. It can also be argued
that cash-back schemes can sometimes serve to demonstrate a genuine discount. The message about the
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discount may be clearer when the customer receives a cheque in the mail rather than simply paying less in the
store at the point of purchase.

The other criterion was the requirement to trade in an old appliance in exchange for the new one. This
condition did not appear to have been a barrier for most people. A few comments were made regarding the
fact that it was a barrier to people who were buying a cold appliance for the first time, but, for the most part,
respondents indicated that it was a good design feature, as they would have had to get rid of their old
appliance anyhow.

7. Socio-economic characteristics of target audience
Socio-economic data were collected in order to assess whether a particular group in society is more receptive
to the promotion of energy efficiency. Other rebate programmes do indicate that some groups are more
receptive. For example, a follow-up assessment of a condensing boiler rebate scheme run in Germany in the
mid-90s showed that the younger (born after 1940) and better educated were more likely to take up the
scheme (a questionnaire was sent out to participants and non-participants which allowed this comparison to
be made) (IER, 1998).

Analysis of the respondents’ socio-economic details for this scheme showed a wide diversity of consumers,
and no particular trend towards younger and more educated consumers. In fact, older and lower income
groups were as likely to take-up the rebate. In the case of a refrigeration appliance this is not surprising
because the appliance is well-known and the rebate did in many cases bring the price down significantly –
making it competitive with non-rebated, lower energy rated appliances. The majority of respondents fell
within either the 35-44 year age group or the over-65 group (both with 22%). However, the split between the
other age groups was very similar, only the 15-24 range making up less than 10%, as expected. With
education, there was a similar range of responses with no particular trends identifiable. More women than
men responded, with a 56% to 44% split. No significant correlation or discernible socio-economic trends
could be identified.

5 RECOMMENDATIONS FOR FUTURE REBATE SCHEMES

Extending the energy efficiency message

One area that was not capitalised upon in this scheme was consumer education on energy efficiency. This is
seen as a lost opportunity as the consumer could have been very easily targeted while making their purchase.
There are several means by which greater consumer education could have been achieved:

Variable discounts
One means of reinforcing the energy efficiency message to consumers is to provide variable rebates on the
appliances. Although rebates were higher for higher rated appliances, there was no clear indication about this
in most shops. The message regarding the efficacy of a higher rated appliance was not passed on to the
consumer, as evidenced by responses to the scheme. Making it explicit that A-rated appliances receive a
greater discount than B-rated appliances (and so on) is one means of emphasing the message of energy
efficiency. But that in itself is not enough. Lack of information about energy efficiency, and the implications
for the consumer in terms of running costs was one area of weakness identified by the respondents
themselves. A common reaction to the scheme was a lack of information about energy efficiency provided in-
shop. One means of overcoming this shortcoming is to link the rebate to the sales staff.

Staff Incentives
Given the importance of the sales staff in the promotion and sale of appliances, it is recommended that a
more effective and long term means of achieving the widespread take-up of energy efficient appliances might
be by offering incentives to the sales staff to promote and sell higher rated products. Rebate money could be
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used to give sales staff special commissions if they promote and sell higher rated appliances (for instance ‘A’
and ‘B’s only). This way one manufacturer is not being favoured over another since the commission would
apply to any A- and B-rated appliance, regardless of brand. At the same time, the sales staff could learn more
about energy efficiency through the distribution of an information pack that outlines the arguments that can
be used to make a sale. Instead of paying for marketing of a one off scheme, the money can pay for employee
training; arguably a better investment for the retailer in the long run.

For example, offering sales staff £15 on every A-rated appliance sold, and £10 for every B-rated appliance,
could turn out to be a more cost-effective approach to promoting energy efficient appliances than a direct
subsidy to customers. By reducing the rebate to a £10-20 commission, money is available for a greater
number of appliances. Moreover, because the sales staff would be free to promote all brands (with high
energy ratings) there would be less of a risk of models being unavailable, and less distortion to the market.
Sales staff could be offered a sliding commission for sales of A- and B-rated appliances, with the highest
commission going to A-rated appliances.

In the long run, training and incentivising sales persons is anticipated to be a more cost-effective and
sustainable approach to achieving market transformation as the sales person is likely to maintain their energy
efficiency pitch once the commission has discontinued.

It is recognised that limitations to the EESOP programme apply, putting restraint on the kind of programmes
that can be run with the money collected by the PESs. Energy efficiency credit is only given for appliances
sold, and providing commissions to sales staff is not eligible.  This does raise questions about design flaws of
the EESOPS programme, but it is beyond the scope of this paper to address them.

Early replacement
One of the main objectives of the rebate programme was to replace inefficient stock. The trade-in
requirement was intended to encourage early replacement of inefficient appliances. However, in order for
customers to take replace their appliances before they break down requires publicity about the scheme outside
the shops involved. As it was, the schemes were poorly marketed outside the shops, and so many rebate
takers will have been making a necessity purchase instead of replacing a working appliance. To encourage
early replacement, better advertising and promotion is required, otherwise fewer net savings are achieved.

6 CONCLUSIONS

The Hotpoint and Comet schemes were popular. Almost 45,000 refrigeration appliances were sold in all
schemes; exceeding the target. The high demand resulted in the scheme being extended by 6000 units, and
funds set aside for the rebate quickly ran out despite little advertising and promotion. Both customers and
sales staff confirmed what was expected, namely, that giving away money is an effective means of selling
energy efficient appliances. Effects on the market are yet to be determined, but increased sales of A- and B-
rated appliances are anticipated. The trade-in requirement of the scheme also means the average efficiency of
household stock will have improved.

Socio-economic characteristics and potential customer inconveniences (such as the trade-in requirement and
cash-back application) did not appear to hinder take-up of the scheme. Consumers from all socio-economic
backgrounds responded to the questionnaire and no significant correlations were found regarding their
reactions to the scheme. The main barrier to take-up appears to have been the choice of models, especially as
the scheme was running out, as many people are looking for a specific product to fit their homes. The trade-in
component of the scheme did not seem to deter anyone from taking the rebate; in fact many people expressed
this as a positive service since it saved them the trouble of disposing of old appliances themselves. In
addition, few people objected to the cash-back application. In these terms the rebate programme was a
success. However, more could have been achieved on other levels.
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The lack of promotion of the scheme in general, and specifically the link to energy efficiency, is seen to have
been a short-coming on three levels. Firstly, energy efficiency education of the consumer could have been
capitalised on through the use of visual (placards) and verbal (sales pitch) promotion. Advertising of both
sorts appeared to be lacking in most shops. Although the Comet shop visited seemed to do well, with placards
identifying the rebated appliances, little information about energy efficiency was provided. Promotion of any
sort was lacking in the Powerhouse shops visited. Judging from the comments on the mail-out questionnaire,
awareness of both the rebate in general, and the promotion of energy efficiency specifically, was not
effectively raised. More could have been done to try and educate the consumer about the wider implications
of choosing efficiency in appliances, and thereby prolonging the impact of the scheme. Secondly, the lack of
promotion meant that the scheme will have had limited impact as an early replacement programme. As
advertising external to the shops was limited, the rebate was largely taken up by consumers already
considering the purchase of a new appliance, rather than encouraging the maximum number of people to
replace an existing inefficient one. Finally, failure of some schemes to meet their targets is also attributed to
the lack of promotion.

Given the recent introduction of the minimum standard which is eliminating D-G rated appliances, the timing
of the scheme is seen as a potential weakness. Promoting A-C rated appliances just before they become the
only option for consumers is seen as short-sighted.  With just A-C rated appliances on the market, only ‘A’s
should be promoted.

This study reiterates the importance of the involvement of the different actors running a rebate programme,
and that sales staff is one of the most effective components in persuading customers to make a particular
purchase. Sales staff knowledge of the scheme is particularly important for its support and promotion. As
such, a longer-term means of increasing the purchase of energy efficient appliances would be to offer
financial incentives or extra commission to staff to promote and sell higher rated products. Sales staff could
receive training on energy efficiency, and learn to use it as a selling tool. In all likelihood, staff would use
these skills beyond the life of the commission. Targeting rebate money at the sales staff, through special
commissions for selling A-rated appliances, is suggested to be a more effective use of funds.
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