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Introduction

Objectives

The focus was on variability in the prices of mobility scooters, adjustable
beds and reclining chairs. These products were considered to be most
commonly supplied as variations on standard specifications and not often
customised to individual consumers requirement. A high degree of
customisation was thought to make for problems in quoting prices in
advertising.

Methodology and analysis

Consumers were recruited in response to a ‘Help Wanted’ appeal placed
calling on consumers who had bought these products in the last two
years to call a free phone number. The advertisement was placed in one
edition of a major Sunday newspaper and in three local newspapers for
areas with a high concentration of retired consumers.

An external call centre was set up to deal with respondents and collect
information about purchases including brand; model; when bought; price;
any discount; if a third party present at the time of purchase; the
purchasers age; region; sex; and the availability of any supporting
documentation.

The data were then placed into the hands of an expert Occupational
Therapist (OT) who called on her experience and knowledge of goods in
this market place to identify products of equal specification available
through other sales channels. Every effort was made to identify products
of similar quality or offering the same or similar functions. Where it was
not possible to match exact matches, the product in the home was
compared with one that was either of a similar or higher specification, in
order that comparisons would be as fair as possible. The OT then made
observations on the quality, specifications and prices of the products
compared.

More than 100 calls were taken by the call centre, but there was a
considerable degree of wastage, mainly as a result of the caller being
able to give only partial or otherwise incomplete information. Only about
one third of the original contacts could be included in final price
comparisons.
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The prices paid by consumers purchasing in the home were compared
with comparable products available from high street outlets, and in the
case of mobility scooters, also with advertised prices found on the
internet. The analysis also considered that variability in prices in the
different selling channels.

Mobility scooters

.10

Rationale for selection of comparative products

The scooters proved to be the easiest range for the OT to identify and
find comparable products for. The brochures had good illustrations,
which highlighted the features offered. The branding was also clear so it
was relatively straightforward to identify the comparators.

The products sold directly to consumers in their homes were divided into
four categories:

o Small, highly portable, front wheel drive, configured as three
wheel, top speed - two mph.

o Small, relatively portable, three wheel, rear wheel drive, top speed
— four mph

° Medium, four wheel, rear wheel drive, top speed — four/six mph

° Large, four wheels, rear wheel top speed eight mph. As road

worthy vehicles these are classified as ‘Class lll’ and are required
to have lights, front and rear.

Most of the products under consideration (beds, chairs and scooters)
came with at least one year limited warranty included in the price. After-
care falls outside the remit of this research however consumers would
need to take into account servicing and emergency costs and
arrangements, such as call-out arrangement and fees. Call-out
arrangements are particularly important for outdoor scooters where the
user may be stranded away from home due to a breakdown and would
require immediate assistance.

Analysis of prices

Mobility scooters was the product range that generated the greatest
volume of usable consumer response data, and taken with complimentary
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data on shop prices and advertised prices from an internet search,
sufficient data were available to allow full statistical analyses. The key to
the success of this analysis was the ease with which products bought in
the home were readily identifiable as the same make and model available
through other channels. The home bought products contained a
substantial assortment of models manufactured by Shop-rider, TGA,
Pride, Sunrise and others, allowing a very high level of exact comparisons
between the sales channels.

Given the mechanisms used to gather the data it seems reasonable to
consider the home bought prices to be effectively random, and with due
regard to the volume of data available suitably representative. The same
conclusion can also be applied to the data gathered from the internet
where sites were visited in order from a UK list generated by using a
conventional search engine. The shops represent a selection of sources
mainly in the south of the United Kingdom reflecting the knowledge and
experience of the expert occupational therapist. (However, brief enquiries
into regional price variations did not reveal any evidence of large or
systematic differences in price by area.)

The results pointed to two conclusions.

e Firstly, there was no statistically significant difference in the degree of
price variation across the three different sales channels. Expressed as
a percentage of the average price the standard deviation for home
purchased goods amounted to 25 per cent of average price compared
with 17 per cent of average price for advertised prices in shops and
26 per cent for advertised prices on the internet.

e Secondly, the data did show substantial and statistically significant
differences in average price between purchases made in the home,
observable prices in the shops and advertised internet.

More information about the differences is reported in the statistical
supplement. The main conclusion was that the differences were highly
statistically significant and amounted to home purchasers paying an
average premium of nearly one third (31%) more than advertised shop
prices, and nearly two-thirds more (63%) than advertised internet prices.
This does not mean that someone buying over the internet would always
pay less than someone buying from a retail showroom. Similarly,
someone buying from their local retail supplier would not always pay less
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Riser

.14

.15

.16

.17

than buying in their home. Moreover, someone buying from a particular
sales channel should shop around of the best price amongst other
suppliers selling through that same channel.

and recliner chairs

Rationale for selection of comparative products

Powered riser recliner chairs enable their occupants to get in and out of
them easily, by means of an electrically assisted seat lift. The reclining
facility is also motorised.

Some chairs have one motor which will lift the whole chair, for standing,
and then will recline the back and lift the leg-rest simultaneously. The
occupant can control the extent of elevation or recline, but it would not
be possible to sit upright and just elevate the legs. The more expensive
chairs have two motors, which offer more options for comfort; for
instance, the reclining function can extend into ‘bed’ mode, legs can be
lifted without the back reclining.

The OFT divided these chairs into three categories, to match products
sold directly to people in their homes:

e powered recliner, with one motor
e riser recliner, with dual motors and optional massage facility

e ‘customised’ riser recliner, with dual motors and optional massage
and heat units.

Made to measure chairs could be useful for consumers who have
complex requirements due to impairment, but this group represents a
very small sector in the market. Companies that sell to consumers
directly in their homes appear to customise their chairs on the basis of
personal preference, rather than complexity of need. So, consumers are
offered a wide choice of fabrics and finishes, but not necessarily
modifications to the mechanics of the chair - although the massage and
heat units are promoted as features to help with health and disability
problems. Thus most chairs supplied are built to order to a specification
agreed with the consumer and selected from a pre-existing set of
options.
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Analysis of prices

This product generated only limited amounts of usable data, and unlike
the study for mobility scooters it was generally not possible to find
exactly the same product. The comparable prices taken from shop
sources are therefore based on alternatives with the same sets of
features as the home purchased products. Given the degree of detail and
expert appraisal needed to make such comparison justified, no attempt
was made to include the prices of any comparable products advertised on
the internet.

Within the available data, some extra variability in prices was noticed in
the home purchased data. When expressed as a percentage of the
average price the standard deviation for home purchased goods
amounted to 14 per cent of average price compare with a similar figure
of 9 per cent of average price for shop advertised prices. This difference
was not significant.

Despite the limited data, the analysis revealed that home purchasers
were paying very substantially more for the product, amounting to 144
per cent of, or considerably more than double, the price that could be
obtained shopping through other channels.

Adjustable and profiling beds

1.21

.22

1.23

Rationale for selection of comparative products

This range of products proved to be the most difficult for the OT to work
on because of the wide number of variations in size, facilities,
specification and quality that are available through disability stockists,
medical or nursing suppliers, high street stores and the internet. There
are distinct differences between beds made and sold within the domestic
market and those within the disability or medical market.

The difficulties in identifying beds that could be directly compared were
compounded by the limited information presented in the brochures from
companies that sell directly to people in their homes.

Categories were mainly determined on size as this seemed to be the
major cost factor, however other things, like mattress, massage/ heat
units, were also taken into account. Broad categories were:
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e Single bed, three feet wide, with a massage facility
e Standard double, five feet wide, with massage facility

e Dual Queen, two feet six inch wide units, with massage units
Analysis of prices

In common with rise and recliner chairs this, product generated only
limited amounts of usable data, and again it was generally not possible to
find exactly the same product. As before, the comparable prices taken
from shop sources are therefore based on alternatives with the same sets
of features as the home purchased products, and again no comparison
with internet advertised prices was attempted.

Some extra variability in prices was noticed in the home purchased data.
The standard deviation for home purchased goods amounted to 33 per
cent of average price compared with a similar figure of 13 per cent of
average price for shop advertised prices. However, volumes of data were
limited and the difference was not significant.

Following the same analysis as for the other products, home purchasers
were found to be paying significantly more for their chosen product,
amounting in this case to an average 58 per cent more than might be
paid through other channels.

Observations on comparing products and ‘made to measure’ claims

.27

1.28

For some products, the OT encountered difficulties finding goods from
other sources comparable to those sold to customers in their homes. This
was usually the result of a lack of detailed product information in
brochures. In such cases, the OT relied on her knowledge and experience
of products gained from working as a professional adviser in the field.

As part of this research, the OT ordered product brochures and looked at
other product information from companies that sell in the home. Based
on this review and her knowledge of the market, she observed that
companies which sell in the home often present consumers with
persuasive information about the supposed uniqueness of their product
and (particularly in the case of beds and chairs) stress that their products
are made to measure. This is often the reason given for not being able to
provide prices for their products before a visit.
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In many cases consumers can customise goods cosmetically by choosing
different fabrics and finishing. Moreover, many of the items sold in the
home were offered with various choices and options, such as a massage
or heat unit. However, the professional assessment of the OT was that
the goods examined in this research were not made to meet the
individual mobility needs of each customer. Rather each product was
assembled or manufactured from pre-arranged set of options. As such,
the goods were not properly bespoke and there is no good argument for
not visibly pricing these options.

In addition, whilst it appears that some products have components and
features that are patented or trade marked, they are in the main not
unique to the end product and, in fact, there is a lot of duplication.
Motors and other parts are often sourced from a limited number of
manufacturers.

Developments in the mobility aids market and effect on prices

1.31

1.32

1.33

The OT noted that where more information is available to consumers
there seems to be greater price transparency and more parity of prices
between different shopping channels. This is seen in the market for
mobility scooters.

The OT found that in the scooter sector, product and price information
was more readily available than in the mobility beds or chairs market.
Branding was also clearer so it was easier to make comparisons. In
addition, consumers might well have greater awareness of the market
because of the growth in Shopmobility schemes, which rent or lend
scooters and powered wheelchairs to consumers for use in town centres.
The Mobility Allowance component of the Disabled Living Allowance has
also enabled many consumers with disabilities to purchase mobility
equipment directly, by using the Motability Scheme. Although many use
this option to purchase cars, it has also enabled them to buy powered
wheelchairs or scooters without going through the ‘professional
assessment’ route of NHS provision.

As a result the scooter market displays some features that would point to
a more competitive market in these goods. The main outlets are specialist
suppliers, but direct sellers and internet businesses are also involved in
this sector. Conventional thinking would expect that where effective
competition was operating price differences — other than those directly
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related to quality and performance — would be competed away. The
results of this research suggest that this is not yet the case in this
market, perhaps because internet buying is not yet a strongly established
sales channel for the elderly and those others likely to need these
products.

During the OT's research, she discovered a wide range of prices for the
same product. One direct selling company’s prices ranged from £2715 -
£3300 for the same reclining chair. Given that a chair with similar
features and quality was available from a specialist disability retail
supplier at an advertised price of only £1,299, it is hard to understand
how the direct sale price level can be justified. The OT also identified a
product to a somewhat lower specification available at £700 from main
stream furniture retailers, where competition appeared to be pushing
prices down. This seems to indicate that when it comes to riser recliner
chairs and adjustable beds, the poor level of consumer awareness
previously discussed might allow greater scope for inflated prices for
direct sales.

Interestingly, the OT’s own experience and experience within the
Disabled Living Centres Network', confirms the practice of offering
reductions - often large reductions - on a product if a quick purchase is
made. Even with such large reductions from the price first quoted, there
is no evidence that the final price represented good value for money. In
the absence of information on specifications and prices available from
other sources, the consumer shopping from the home and faced with a
range of highly effective sales tactics may face considerable difficulty
securing good value for money.

The market is also observably smaller than that for conventional beds, so
may never match the levels of competition or achieve the economies of
production that exist in the larger domestic market. On the other hand,
consumer pressure on the mainstream chair and bed industries has led to
more ‘luxury’ and ‘lifestyle’ features being offered, which include
motorised functions. In consequence the ‘domestic’ market is
encroaching on the customer base for the specialised products in the
‘medical or disability’ market.

! Centres where consumers can go for advice about a wide range of mobility and disability products

8
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.37 Some consumers, following assessment of need, are eligible for a
mobility aid supplied under The Chronically Sick and Disabled Person’s
Act (1970) legislation. However, not all consumers who might wish to
use these products are assessed as eligible, or wish to go through the
state supply route.

.38 The distinction between specialist products aimed at those with
disabilities (sometimes described as ‘orthopaedic’ and life style products
available in main stream furniture retailers is often blurred. A recent
television advertising campaign by a specialist bed retailer featured as
part of its range an adjustable bed, which was selling at almost half the
price through a major catalogue retailer. This blurring between products
being marketed and sold as lifestyle products rather than disability
products can be problematic for some disabled consumers, in that VAT
would be payable on the former, but not the latter. (Though contracts
from consumers who had bought in the home revealed confusing
discrepancies on the VAT charged — which, if charged, should be 17.5
per cent).

.39 The Scooter industry has grown out of a niche market, but one that has
always marketed itself directly to the consumer. This has not been the
case for riser or recliner chairs or for adjustable beds. As more of these
products become readily available via mainstream furniture outlets,
raising consumer awareness in the process, the ‘specialist’ industry is in
danger of losing its customer base. In many respects this would be
unfortunate because many consumers, who are looking for a solution
because of mobility or other impairment, do need a knowledgeable,
specialist service in order to ensure that the product will meet their
particular needs.

Summary of findings

.40 This research was specifically designed to examine the market for certain
assistive products bought in the home and to look for evidence that the
market might not be working effectively by examining price variability
and price levels across alternative sales channels.

.41 Data gathering proved difficult and despite considerable efforts, less than
a hundred observations were generated across three product types. With
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such limited volumes of data it was expected that clear cut results would
not emerge.

The research was not able to demonstrate that the prices of goods
bought in the home were subject to a greater and statistically significant
degree of price variation than other sales channels.

However, statistically significant differences in price levels between the
sales channels were found for each of the groups of products examined.
In the case of recliner chairs and adjustable beds, the premium for
purchasing in the home compared with in a shop was estimated to be
144 per cent and 58 per cent respectively. In these cases the products
were of comparable quality and with the same features, but our research
was unable to ensure that they were sourced from the same
manufacturer.

In the case of mobility scooters, the premium for purchasing in the home
compared with in a shop was estimated to be a more modest 31 per
cent, though the premium over internet advertised prices was a rather
more substantial 63 per cent. In this market the comparisons were exact,
made by comparing the same models from the same manufacturer, the
only difference being the sales channel through which the goods were
sold.

Conclusions

.45

.46

10

None of these products are likely to have been purchased previously.
Consumers have few reference points against which to assess what they
are being asked to pay. As such they are vulnerable to exploitation by
suppliers who price individually, based on what the consumer appears
prepared to pay. In this strategy, the opening gambit must be high price
from which a substantial reduction may be offered if the consumer
appears reluctant to buy.

Even with her specialised knowledge, the Occupational Therapist also
found it difficult to make exact comparisons. There is quite limited
information available on products sold in the home, as well as plenty of
scope for largely spurious product differentiation, which made it is
difficult even for our expert to compare prices. Therefore, it will be much
more difficult for a consumer to do this.
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.47 Consumers need clear, specialist advice on how to buy these unfamiliar
products and make the most of their consumer rights, including any
enhancements to those rights following from this Market Study. Such
consumers would benefit from any extension of the seven day cooling off
period to solicited sales.
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STATISTICAL SUPPLEMENT

Part 1: mobility scooters

TABLE 1.1: SUMMARY OF OBSERVED PRICE DATA IN MOBILITY SCOOTERS: SALES
CHANNELS COMPARED USING EIGHT PRODUCTS IN FOUR CATEGORIES
In home purchases
Average
Category Product Observations  price Maximum Minimum Range
1 1 2 £1,545 £1,795 £1,295 £500
2 1 1 £895 £895 £895 -
2 1 £970 £970 £970 -
3 2 £1,195 £1,500 £890 £610
4/5 3 £1,665 £1,795 £1,596 £199
3 1/2 3 £2,853 £3,391 £2,038 £1,353
4 1 1 £1,800 £1,800 £1,800 -
2 2 £3,686 £4,276 £3,095 £1,181
Comparable shop prices
Average
Category  Product Observations  price Maximum Minimum Range
1 1 3 £1,418 £1,495 £1,295 £200
2 1 2 £1,175 £1,175 £1,175 fo
2 4 £1,206 £1,350 £999 £351
3 3 £896 £995 £699 £296
4/5 3 £1,063 £1,195 £799 £396
3 1/2 4 £1,292 £1,399 £1,099 £300
4 1 3 £1,841 £2,249 £1,499 £750
2 3 £2,571 £3,099 £2,199 £900
Internet advertised prices
Average
Category  Product Observations  price Maximum Minimum Range
1 1 4 £1,235 £1,495 £995 £500
2 1 1 £1,175 £1,175 £1,175 -
2 6 £833 £1,350 £650 £700
3 8 £721 £1,050 £645 £405
4/5 1 £1,095 £1,095 £1,095 -
3 1/2 6 £932 £1,450 £770 £680
4 1 6 £1,471 £2,249 £1,095 £1,154
2 7 £2,290 £3,099 £1,795 £1,304

Category definition:

1. Small, highly portable, three wheel, front wheel drive, two mph.
2. Small, relatively portable, three wheel, up four mph.

3. Medium, four wheel, four to six mph

4. Class three, large, four wheel, eight mph
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The fitted model used to analyse the mobility scooter price data was as follows.

1Og10(yijk)= M+ P, +Cj +(pc)ij +eijk

In this equation, y represents price, p represent the product, c the sales

channel, (pc) an interaction term between price and sales channel and e

represent a random error term. The data covered eight products, sold through

three sales channels and included 79 observations in all.

TABLE 1.2: ANALYSIS OF VARIANCE: MOBILITY SCOOTERS

Degrees of Sum of Mean
Source freedom Squares Square F Significance
Full model 23 2.660
C Sales 2 0.197 0.099 11.643  0.000
channel
P Product 7 1.402 0.200 23.621 0.000
PC Interaction 14 0.301 0.021 2.536 0.007
Error b 0.466 0.008
Total corrected 78 3.126

Differences between sales channels and products are both significant at the 0.1

per cent level. Interaction is significant at the 1.0 per cent level.
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TABLE 1.3: SELECTED PARAMETERS FROM THE FITTED MODEL

Effect Estimated parameter Untransformed
estimates

Mean 2.851

1. Home bought 0.211

2. Shop price 0.095

3. Internet advertised price 0.000

Difference 1 - 2 0.116 1.31 (31% higher)
Difference 1 - 3 0.211 1.63 (63% higher)
Difference 2 - 3 0.095

The average gap on the log 10 scale amounts to 0.116 between home bought
and shop prices, and 0.211 between home bought and internet prices. The
results can also be appreciated by looking at chart below which shows the log
to base 10 transform of price for each of eight different products plotted
against the sales channel. The chart does show signs of interaction between
sales channel and products prices — that is not every home bought product
proved more expensive than its shop or internet advertised price — but overall
there is a strong general tendency for the lines to slope downwards towards the
right.
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CHART 1.4: RELATIVE PRICES: MOBILITY SCOOTERS: COMPARISON OF HOME,
SHOP AND INTERNET PRICES
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Note well that a difference of 0.1 on the scale equates to a relative price of
increase of about 26 per cent, 0.2 to about 58 per cent and 0.3 to about 100
per cent.
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Part 2: rise and recliner chairs

TABLE 1.5: SUMMARY OF OBSERVED PRICE DATA IN RISE AND RECLINER CHAIRS:

SALES CHANNELS COMPARED USING THREE PRODUCT CATEGORIES

In home purchases

Average
Category Product Observations price Maximum Minimum Range
1 1 1 £1,600 £1,600 £1,600 -
1 7 £3,281 £3995 £2715 £1,280
3 1 1 £4,836 £4,836 £4,836 -
Comparable shop prices
Average
Category Product Observations price Maximum Minimum Range
1 1 3 £795 £889 £699 £190
1 6 £1,289 £1,299 £1,279 £20
3 1 3 £1,914 £2045 £1,799 £246

Category definition:

1. Powered recliner, single motor
2. Dual motor, optional massage unit

3. Dual motor, made to measure, massage and heat unit

The fitted model used to analyse the rise and recliner chair price data was as

follows.

IOgIO(yzj'k):ﬂ+pi Tc,tey

In this equation, y represents price, p represent the product, ¢ the sales

channel, and e represent a random error term. An initial model including

interaction terms was fitted, but the interaction was not significant and dropped

from the model. The data covered three products, sold through two sales

channels and included 21 observations in all.
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TABLE 1.6: ANALYSIS OF VARIANCE: RISE AND RECLINER CHAIRS

Degrees of Sum of Mean
Source freedom Squares Square F Significance
Full model 3 1.145
C Sales 1 0.708 0.7080  302.8  0.000
channel
P Product 2 0.336 0.1680 71.9 0.000
Error 17 0.040 0.0002
Total corrected 20 1.185

TABLE 1.7: SELECTED PARAMETERS FROM THE FITTED MODEL

Effect Estimated parameter Untransformed
estimates

Mean 3.285

1. Home bought 0.387

2. Shop price 0.000

Difference 1 — 2 0.387 2.44 (144% higher)

Office of Fair Trading
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CHART 1.8: RELATIVE PRICES: RISE AND RECLINER CHAIRS: COMPARISON OF
HOME, SHOP AND INTERNET PRICES
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Note well that a difference of 0.1 on the scale equates to a relative price of
increase of about 26 per cent, 0.2 to about 58 per cent and 0.3 to about 100

per cent.
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Part 3: profiling beds

TABLE 1.9: SUMMARY OF OBSERVED PRICE DATA IN PROFILING BEDS: SALES
CHANNELS COMPARED USING THREE PRODUCT CATEGORIES

In home purchases

Average
Category Product Observations price Maximum Minimum Range
1 1 6 £2,498 £3,650 £1,500 £2,100
1 3 £2,772 £3,500 £2,000 £1,500
3 1 1 £5,868 £5,868 £5,868 -
Comparable shop prices
Average
Category Product Observations price Maximum Minimum Range
1 1 3 £1,250 £1,435 £1,005 £430
1 3 £2,543 £2,570 £2,490 £80
3 1 3 £2,767 £2,980 £2,580 £400

Category definition:

1. Single with massage facility

2. Standard double with massage facility
3. Double 'queen’ with massage facility

The fitted model used to analyse the rise and recliner chair price data was as

follows.

logIO(yijk)z H+p tc, +e,

In this equation, y represents price, p represent the product, c the sales
channel, and e represent a random error term. An initial model including

interaction terms was fitted, but the interaction was not significant and dropped

from the model. The data covered three products, sold through 2 sales channels

and included 19 observations in all.
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TABLE 1.10: ANALYSIS OF VARIANCE: PROFILING BEDS

Degrees of Sum of Mean
Source freedom Squares Square F Significance
Full model 3 0.349
C Sales 1 0.171 0.171 10.9 0.003
channel
P Product 2 0.282 0.141 9.0 0.005
Error 15 0.235 0.016
Total corrected 18 0.584
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TABLE 1.11: SELECTED PARAMETERS FROM THE FITTED MODEL

Effect Estimated parameter Untransformed
estimates

Mean 3.413

1. Home bought 0.200

2. Shop price 0.000

Difference 1 - 2 0.200 1.58 (58% higher)

CHART 1.12: RELATIVE PRICES: PROFILING BEDS: COMPARISON OF HOME, SHOP
AND INTERNET PRICES
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Note well that a difference of 0.1 on the scale equates to a relative price of
increase of about 26 per cent, 0.2 to about 58 per cent and 0.3 to about 100
per cent.
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