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Welcome to The Way We Pay Bills, our report

examining how Britons deal with regular

payments, the way we choose to pay for 

our utilities and other regular commitments, 

and how our behaviour has changed as new

technology and payment methods have 

come along.

The report is produced by APACS, the UK

payments association, whose members represent

around 97 per cent of the total UK payments

market.  APACS provides comprehensive and 

up-to-date information on the range of payment

methods available in the UK.

Bills are a fact of life for all of us. The sound of

them coming through our letterboxes is a familiar

one, but in recent years these bills are likely to

have grown in number. From long-standing

commitments, such as council taxes and

mortgages, to more recent services like

broadband and cable television, many of us 

now have a lot to pay each month or quarter.  

New technology may be costing us more, but 

we are also making full use of it to pay our bills.

Overall, more of us than ever before are using

direct debits, standing orders or the internet to

make our regular payments, with a corresponding

decline in the use of cash and cheques. Cash and

cheques do remain popular for certain payments

and certain people however, and the figures

indicate that as a nation we prefer to keep 

our options open and make use of the variety 

of payment methods that are available to us.

This report examines social trends that continue

to change the way we pay our bills and the 

way our busy lifestyles and numerous financial

commitments affect our payments.

We hope you’ll find The Way We Pay Bills

useful and informative.

Foreword
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In the last five years many Britons have increased

the number of regular payments that they are

obliged to make. Whether it is gym membership,

insurance premiums or mobile phone contracts,

we all have a number of bills that we expect and

plan for. The number of regular payments per

household has increased from 159 per year in

2000 to 166 in 2005.

With a variety of regular payments to make 

and little time in which to make them, consumers

have increasingly chosen to make use of options

like direct debits and standing orders. Three

quarters of all Britons use direct debits to make

regular bill payments, a figure which has grown

steadily over the last five years.  

Direct debits are particularly popular for bills

where the costs are fixed over a period of time,

for example vehicle insurance, council tax and

some utilities. In 2005, direct debit payments

were 

used for just over half of all regular payments,

and accounted for 85 per cent of all vehicle

insurance payments, 63 per cent of council tax

payments and 63 per cent of all utility bills. 

Direct debit is also the payment method 

of choice for the largest of regular payments -

mortgages - accounting for 84 per cent of all

mortgage payments in the UK, some 109 million

payments out of a total of 129 million in 2005.

Interestingly, relatively few Britons choose 

to repay their credit card bills by direct debit, 

with only 16 per cent of cardholders using direct

debits in 2005. Payment methods like cheques 

and, increasingly, internet and telephone banking

are the favoured alternatives.

Standing orders are a popular choice for people

who have regular payments to make to friends,

family or flatmates. They are also frequently 

used as a way of making regular deposits into

savings accounts or for charity donations.

Standing orders were used for 37 per cent of all

savings and 20 per cent of regular commitments

to charity in 2005.
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Bill rich, time poor?
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Fig. 1 – Direct debit use



Greater use of internet and telephone banking

has also affected the way that we pay for our

bills. Users of these services have more than

doubled since 2000, with 24 million people

choosing to bank online or by telephone in 2005.

Internet banking has shown the most spectacular

growth, rising from 3.3 million users in 2000 to

15.7 million in 2005, By the end of 2006, that

figure had risen to nearly 17 million, for the first

time outstripping those using telephone banking.

Similarly, the volume of bill payments made

online or by telephone has more than trebled in

the last five years, from 36.7 million in 2000 to

118.1 million in 2005.

The most common bill payment made online or

by telephone is the credit card bill. A fifth of all

credit or store card repayments were made this

way in 2005. Cheques are also extremely popular

for credit card repayments. This suggests that

while some value the convenience of direct

debits, other prefer the freedom of making

repayments that vary month by month and opt

to pay by cheque, online or by telephone to

spread the cost throughout the year. Internet

banking is also an increasingly convenient way for

consumers to manage and amend standing

orders from their online bank accounts.

There are significant demographic variations in

the use of internet and telephone banking for bill

payments. These forms of payment are most

popular amongst the higher earners in the UK.

Over half of all bill payers with household

incomes in excess of £50,000 pay bills and make

payments on the internet, and 21 per cent use

telephone banking for this purpose. The internet

is also particularly popular with younger bill

payers, with 41 per cent of all 25-34 year old

going online to make their regular payments.

Whether prompted by our increasing use of new

technology, or just the time pressures of our busy

lifestyles, internet and telephone payments look

set to continue to grow in popularity.
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The rise of internet and telephone payments
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Fig. 3 – Internet banking use 
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Fig. 2 – Internet and telephone bill payments
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In recent years cash and cheque bill payments

have seen a significant decline. The number of

cash and cheque bill payments has fallen from a

combined total of 1.5 billion in 2000 to 1.1 billion

in 2005, a fall of 27 per cent.

The proportion of regular payments made 

by cash has fallen by nine per cent since 2000, 

while the number of payments made by cheque

has fallen by 26 per cent. This reflects a wider

decline in the use of cash and cheques, with

spending on plastic cards overtaking cash for 

the first time at the end of 2004 and cheque 

use declining to account for just five per cent 

of all retail spend in 2005.

However, payment through cash and cheque has

remained popular with some consumers.

Cheques remain one of the most heavily-used

payment methods for credit card bills, accounting

for 34 per cent of all credit card repayments in

2005. 

Cash and cheques down but not out 
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Fig. 4 – Cash and cheque bill payments
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Cheques are also popular for some utility bills. 

26 per cent of telephone, electricity and gas 

bills continue to be paid for by cash or cheque.

This reflects a number of factors; some may

prefer to pay their bills at a Post Office after

collecting benefits, and some consumers may be

more attuned to keeping a careful eye on how

much money they have in their account at any

one time. 

Interestingly, over 50 per cent of all rental

payments on a house or a flat were made 

with cash in 2005. Direct debits and standing

orders accounted for less than 25 per cent of 

the total volume.

In terms of value however, £4.7 billion 

worth of rental payments in 2005 were paid 

by direct debit or standing order, compared 

to £4.2 billion worth of payments covered by

cash. This suggests that cash rentals are more

probably paid on a weekly basis, with direct debit

and standing orders made for monthly or more

expensive rentals. 

When it comes to regular payments made with

cash and cheques, the Post Office emerges as the

most popular location with over 50 per cent 

of all household bills paid using cash and cheques

handled there. The majority of all Britons using

cash and cheques go to the Post Office to pay 

for their road tax (89 per cent), their telephone

(59 per cent), electricity (56 per cent) and gas

bills (66 per cent).

Rent payments for a house or flat 2005

Cash Cheque Direct debit Standing order Other Total

(£ billion) 4.2 1.7 2.0 2.7 1.3 11.9
Value (35%) (14%) (17%) (23%) (11%)

(million) 56.4 10.9 10.6 10.4 9.9 98.2
Volume (57%) (11%) (11%) (11%) (10%)
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Bills in the future

The predictions for bill payments in the next ten

years show that recent trends are set to continue.

The number of regular payments that Britons face

will continue to grow, with the number of bill

payments per household expected to rise to 

181 per year by 2015. 

Bill payers will respond to this increase by

continuing to make use of a variety of payment

methods, with users of internet and telephone

banking likely to increase to 39 million by 2015.

The introduction of a faster payments service will

also add to the popularity of paying bills online or

over the telephone. In December 2005 the banking

industry announced that by the end of 2007 a

faster payments system will be in place that will

enable customers to use the internet or telephone

to make a payment that will reach the recipient’s

bank account within a few hours. Crucially the

service will also be available all day, every day and

means that customers will have the flexibility and

convenience of moving money between accounts

or paying bills on the same day, within a few hours

and on any day of the week. It is estimated that

this will lead to just over 300 million bill payments

being made online and by telephone in 2015.

Direct debits will continue to dominate however,

rising to account for 70 per cent of all bill

payments by 2015, an increase of 19 per cent.

This will contribute to the continuing decline in

the use of cash and cheques. By 2015, cash and

cheque bill payments will together account for

just nine per cent of the total as Britons move to

manage their finances from work or from home.
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Direct debits, cash or cheques?  We may even

choose to use our cards for more infrequent, large

commitments like insurance payments or for

purchases of subscriptions over the telephone or

on the internet. For most of us there are a

number of ways we choose to pay for regular

household or individual commitments. Here we

outline the profile of a typical bill-payer in 

Britain today.

Variety for the price of life

Bill (most to least expensive) Payment method Location

Mortgage Direct debit N/A

Credit card bills Internet banking Online

Rent Cash Office

Council tax Direct debit N/A

Road tax Cheque Post Office

Car insurance Debit card Telephone

Utilities Direct debit N/A

Charity subscription Standing order N/A
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We use a variety of payment methods and

locations to best manage our financial

commitments and make payments that fit

around our lifestyles. Direct debits may be the bill

payment method of choice for most of Britain’s

bills in the last year, but we remain a nation

which likes to choose. 
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