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Energising Innovation

Introduction

A UK Energy Sector Overview
from lan Burgess

(Procode) and Johan
Vandekerckhove (Ferranti)

The UK energy sector is
changing rapidly as disruptive
technologies and new business
models remake the traditional
energy landscape. The sector
has also seen tumultuous change
over the last few years with
numerous suppliers to both
industrial and commercial (1&C)
and residential markets going
out of business. The challenges
of competing within the UK
Energy market are likely to be
exacerbated by the growing
pressure on the industry to help
manage the transition to net zero
and an increasing number of
new entrants.

Is innovation the key to
surviving in tomorrow’s UK
energy market?

There is a widely accepted view
that innovation is a good thing.
The word itself dates from the
Renaissance, when the world

was embracing culture and
new ideas in its transition
to modernity.

Today, innovation is seen as
something to be cherished and
desired. However, innovation is
not always a good thing - the
world is littered with examples of
innovation that, quite frankly,
failed to meet the expectation of
their creators. Who now
remembers the Microsoft Zune
as “a revolution in portable music
players” and “the next generation
of entertainment”? The company
spent an estimated $290 million
on it from launch in 2006 to its
discontinuation in 2012. Looking
further back there was New
Coke, the launch of a new
formulation of the soft drink so it
would appeal to a wider
consumer base. The relaunch
backfired and classic Coke was
reintroduced three months later.

These failures, however, are
perhaps the exceptions to the
rule. For every failed product
launch, you can identify plenty
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of innovations that were
spectacularly successful -
Apple’s iPod - “1,000 songs

in your pocket.” and the
continuing success of the
Rubik’s Cube, which has sales
of more than half a billion, for
example. Nestlé’s success with
variations on the KitKat
chocolate bar is a masterpiece
of marketing innovation.

But what about hard evidence
for innovation? Many have
looked at what makes an
innovative company.

One consulting firm that has
done so is McKinsey. In 2023,

it released the results of an
in-depth survey into what makes
companies innovative. It looked
at the trajectory of 650
companies between 2012 and
2022 and found that companies
that were identified as innovative
growers delivered excess annual
shareholder returns was 11 points
higher than that for Global

2000 companies.

There are also many examples
from the world of business of
companies that failed to
innovate and have fallen

from their once seemingly
unassailable positions at the
top of the tree.

In 2004, video rental company
Blockbuster employed 84,300
people worldwide and operated
more than 9,000 stores - today
there is only a single store, in the
city of Bend in Oregon.

In 2008, the year after the
launch of Apple’s first iPhone,
the technology firm Blackberry
had a market capitalisation of
$78 billion. It would sell 50
million smartphones at its peak,
around 20% of the entire global
market at the time. The company
no longer makes its own branded
phones, and its market cap has
dropped to just over $2 billion.


http://mckinsey.com/capabilities/strategy-and-corporate-finance/our-insights/innovative-growers-a-view-from-the-top
http://mckinsey.com/capabilities/strategy-and-corporate-finance/our-insights/innovative-growers-a-view-from-the-top
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Will you be
disrupted by the
digital dragons?

The inability of successful
companies to see what is
coming down the road is only
too common. And not only are
companies failing to anticipate
disruption, they may not
recognise where the threat is
coming from.

We are now moving into the
world of digital dragons and
they, not your existing
competitors, may be the ones
who will disrupt the marketplace
and consign you to the dustbin
of history.

Digital dragons is a term coined
by analysts Gartner in their
report Winning in a World of
Digital Dragons. They are
platforms or ecosystems that
typically have much larger scale
than individual companies and
which were conceived as, or

have become experts in,
leveraging the huge amount of
data they have on their users,
often for a purpose that goes
beyond the stated activity of the
platform. These dragons, which
include but are not limited to
Amazon, Google and Alibaba,
tend to have huge budgets and
invest in cutting-edge
technology such as generative
Al and Internet of Things.

Gartner says, “Digital dragons
represent a key piece of the
economic landscape, and a
major opportunity and threat

to organisations in all industries.
Hence, all businesses should
devote time to developing their
understanding, perspective, and
planned posture toward the
digital dragons.”


http://gartner.com/en/doc/367758-winning-in-a-world-of-digital-dragons
http://gartner.com/en/doc/367758-winning-in-a-world-of-digital-dragons
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In its report, Gartner says there
are ways to work with digital
dragons, including developing
strategic partnerships with one
or more of these platforms. Or if
you wish to compete with them,
by becoming part of a network

of start-ups and smaller
businesses which excel in
technology, building your
own technology or, if
possible, becoming a
digital dragon yourself.
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Innovation in the
energy sector

There are signs that this may be
about to happen in the world
of energy.

In June 2023, the media
reported that electric car
manufacturer Tesla was
considering entering the
household energy market after
it published a job ad for a head
of operations on LinkedIn.

In the ad, the company says,
“As part of Tesla’s mission to
accelerate the transition to
sustainable energy we have
launched Tesla Electric, Tesla’s
retail electricity offering. We
believe strongly that simplifying
and improving the customer
experience around retail
electricity and virtual power
plants is necessary to drive
significant adoption

amongst consumers.”

That is quite the statement of
intent and should act as a
warning to utilities who believe
they are in unassailable positions
in a given market.

The energy sector is concerned
about such disruption from
new players.

Ferranti funded an independent
survey on the Future of Energy in
the UK among an expert group
of 75 respondents in energy
related organisations spanning
energy supply, energy services
(e.g. building heating controls
and equipment), and consulting/
IT providers. It found that 80% of
those surveyed believe there will
be new entrants providing

a competitive threat.



http://linkedin.com/jobs/view/head-of-operations-tesla-electric-retail-energy-at-tesla-3638454806/
http://linkedin.com/jobs/view/head-of-operations-tesla-electric-retail-energy-at-tesla-3638454806/
http://ferranti.be/wp-content/uploads/2023/06/Energy_Summit_Survey_report.pdf
http://ferranti.be/wp-content/uploads/2023/06/Energy_Summit_Survey_report.pdf
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The survey also revealed where the competitive advantage would
come from, as shown in the chart below:

NEW COMPETITORS

M No of responds

Other

Breadth of offering
Innovative

Low cost

Customer Centricity
Customer Relationships
Brand

Scale

Flexible IT

Agility

Digital

While innovation itself was not
among the top reasons for
having a competitive advantage,
it is clear that energy experts feel
that new digital competitors with
a breadth of offering are poised
to enter the market.




Energising Innovation

Where is the
innovation in the

energy sector?

Ferranti’s survey of experts shows that the energy sector is willing to
innovate. The chart below shows the types of products and services
they expect to offer in the next five years.

RANGE OF PRODUCTS AND SERVICES
OFFERED IN FIVE YEARS TIME

W will/Probably Maybe B Unlikely/Not/NR

Combined electricity bill for
lectric Vehicles

Flexibility services

Innovative

Batteries

Solar generation financing,
installation and maintenance

Building control systems

EV chargers

Carbon offtake reporting

Peer to peer trading support

Leased or financed Electric Vehicles

Combined hydrogen bill for H2
refuelling

One of the biggest changes in the - threatens to disrupt utilities and
world of energy supply - the technology companies who are
introduction of Market-wide not ready to embrace change.
Half-Hourly Settlement (MHHS)
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In a recent blog post, Procode’s
Senior IT Product Manager Terry
Ebinum said that, “By measuring
energy in precise 30-minute
chunks, MHHS will take the
guesswork out of energy bills
and usage. Suppliers will be
required to process data about
exactly when people use
electricity, clocking our peak
times during the day and quieter
times overnight.

MHHS is seen as a key enabler
for the cost-effective
decarbonisation of the energy
sector. When fully rolled out, it
will ensure that electricity
suppliers and other retailers face
the true costs of serving their
customers and will incentivise
the development of new tariffs
and services. The rollout of
MHHS is now expected to be
completed by 2026.

It is a huge change. Ofgem
predicts that MHHS will bring
net benefits for consumers in GB
of between £1.6bn and £4.5bn
over the period 2021-2045.

Ebinum wrote, “Some of the key
challenges the energy industry
will face implementing MHHS
will include infrastructure and

system upgrades, data
management and processing,
integration with existing systems,
consumer resistance, cost and
investments, and metering
infrastructure deployment.

He added, “Addressing these
challenges would require
collaborative efforts from
regulators, utilities, market
participants, and technology
providers. A phased and well-
coordinated approach, along
with effective communication,
would be essential for the
successful implementation of
MHHS in the energy industry.”

A recent UK government call for
evidence on innovation in the
energy sector highlighted the
smart meter rollout as a key
enabler for innovation in the
energy retail market.

The report from the call for
evidence said: “Smart meters

are providing the tools for
energy suppliers to deliver better
customer service, whilst giving
consumers more control and
greater convenience. This
national infrastructure upgrade is
bringing an end to manual meter
reads and estimated bills,


http://procode.technology/blog/2024/02/q-and-a-with-terry-ebinum-mhhs
http://ofgem.gov.uk/energy-policy-and-regulation/policy-and-regulatory-programmes/electricity-settlement-reform
http://ofgem.gov.uk/energy-policy-and-regulation/policy-and-regulatory-programmes/electricity-settlement-reform
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enabling prepayment customers
to top-up remotely, and
providing consumers with
near-real time information which
they can use to save energy and
cut their bills.”

It highlights three areas where
smart meters are driving
innovation:

1. The launch of a new fund to
support development of
innovative tariff comparison
solutions for businesses that
give more accurate and
tailored advice on the
benefits of new, more
complex tariffs - e.g.
time-of-use tariffs.

2. New methods for measuring
the thermal performance
of homes based on smart
meter data, such as
Procode’s Ecofit.

3. Commercial applications of
smart meter data that engage
householders in green
finance and inform decisions
around low carbon
investment. Such commercial
applications are already

materialising - as an example,
in Belgium the government
is encouraging its citizens to
engage in the practice of
“energy sharing”. This enables
household producers of
green energy to share this
energy with specific groups
of people and Ferranti is
working with an energy
supplier to enable such
transactions to be settled

via consumer bills.

With the level of innovation
growing in the energy market,
and more disruptive entrants in
the market, there is a growing
feeling that enormous change is
coming and that companies who
fail to innovate will not prosper.

In a recent Ferranti blog post,
Joyce de Smit said that
electricity supply companies
would need to “re-think their
approach to customer
acquisition, pricing, registration,
demand forecasting and billing”.

That is not just a few tweaks
around the edges. It is the
complete reinvention of your
business as a supplier.


http://ferranti.be/news/mhhs-competitive-threat-or-a-new-opportunity/
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What next?

If your company doesn’t
innovate then disruptors who
perhaps do not have expensive
legacy systems to maintain will
do it for you.

But how do you foster innovation
in a mature company operating
within a rapidly evolving market?
Businesses can focus on a
number of steps to remain agile
and open to new ideas.

BUILD AN INNOVATIVE
CULTURE

Companies cannot be innovative
without the people who make up
that business having the space
to think in different ways. Some
companies have taken concrete
steps to do this such as 3M and
Google which allow employees
to spend a good chunk of their
time on projects outside their
official responsibilities. This led
to 3M developing Post-It notes
and Google’s Gmail and
AdSense products.

ENCOURAGE
COLLABORATION

Employees very often work in
silos and know little about the
people who work in other silos,
even if they are ultimately
working on the same product or
service. In the new post-Covid
world where people are often
working from home, giving
employees the opportunities to
collaborate is more important
than ever now that chance
encounters in the workplace are
less common.

BAKE INNOVATION INTO
YOUR COMPANY

Many companies have created
their own innovation labs,
recognising the importance of
novel ideas to their company
futures. Amazon says its Lab126
is “a premier innovation hub
where some of Amazon’s most
well-known and well-loved
products are engineered and
brought to life”. Other companies
with innovation labs include
telecoms firm Verizon, oil
company Repsol and Nike.

— M


http://amazon.jobs/en/teams/lab126/
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PARTNER WITH INNOVATORS

Not every company has the
culture or resources to build their
own innovation labs and
sometimes they tend to be a
victory of “style over substance”
and little more than a PR
opportunity. Another successful
approach is working with
innovation partners, as Procode
and Ferranti have demonstrated
with clients in the energy sector.

ENCOURAGE TANGENTIAL
THINKING

Some of the biggest commercial
successes have come from
finding new, unexpected
markets for new and even
existing products and services.
For example, the anaesthetic
Novocaine was developed with
the idea that it would be used in
major surgery. Instead, it found
its most ready market

among dentists.

EMBRACE FAILURE

It is often said in the world of
business that we need to
celebrate failure or, if not
celebrate, then at least learn
important lessons for the future.
Many entrepreneurs in Silicon
Valley live by the mantra “Fail
fast, fail often”, for example.
Failure is an important part of
innovation. Even companies that
are regularly chastised for their
high-profile failures can learn.
Just look at Kodak, Coca Cola
and others. They are still here
and still focusing on innovation.

ADOPT AGILE TECHNOLOGY

Companies should consider
implementing agile technologies
such as Microsoft’s Power
Platform, which encourages
innovation by providing a suite
of tools that enable organisations
to analyse data, build solutions,
automate processes, and create
virtual agents. These platforms
empower citizen developers and
enable rapid prototyping/testing
of new ideas, accelerating the
innovation cycle and fostering

a culture of innovation, where
employees are encouraged to
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think creatively and develop
solutions that can transform
their business operations.

As this white paper shows,
innovation is not a given and
even the best companies fail
sometimes. Innovation needs to

be welcomed into organisations,
either in-house or through
strategic partners such as
Ferranti and Procode, then
nurtured to deliver strong
products and services that
support future stability

and success.

—13
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About Ferranti

Ferranti is a cloud-first,
customer-centric organisation
with a sole vertical focus on
energy and utilities.

The company has over 45 years
of experience in building a
prospect-to-cash platform for
operators in the energy and
utility market. It has been able to
build this know-how thanks to
expert passionate people that
are at the heart of its culture,
boosting an engineering culture
where dedication and
commitment are key.

Ferranti’s state-of-the-art cloud
offering, the MECOMS 365
platform, enables utilities of any
size to streamline their business
processes and combine high
efficiency with first-class
customer service. The platform
easily and quickly adapts to the
changing business needs of any
utility in both regulated and
deregulated markets. MECOMS
365 is based on Microsoft’s
premium enterprise platform
Dynamics 365 and Microsoft
AZURE services.
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About Procode

Procode was founded in 2006 Procode is a leading tech partner
with a vision to help the energy for smart data insights, trusted
and utilities sector and more by millions of UK households
improve customer experience and businesses.

and lower cost to serve through
smarter process automation and
the power of smart data.

Procode is the smart technology
division of the Luxion Group,
sitting alongside the UK’s

The company has proven number one Pay-As-You-Go
experience of building and energy supplier Utilita and
delivering apps, technology Canary Care, the smart home
products and cloud-based monitoring technology company
platforms that reduce trusted by over 100 UK local
cost-to-serve while delighting authorities, NHS organisations
users, improving customer and care providers.

experience and reducing churn.

—15
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