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Not since the mid-1990s when the energy market in the UK 

was de-regulated has the Utility Industry faced so much 

change pressure. Forgive the pun, but the heat is really on, 

and the “big six” energy suppliers will all be feeling the 

pinch somewhere. In this short paper, we look at four of the 

most significant challenges facing the “big six” along with 

some intelligent interventions that can help tackle the 

obstacles in their way of success.       

 

 

 

 

 

 

 

 

 

 

 

 

The “big six” is a term used to describe the six largest UK energy 

companies operating. They are made up of British Gas, EDF 

Energy, E.ON UK, npower, Scottish Power and SSE and currently 

supply close to 95% of British households with gas and electricity. 

 

 

Face up or fall behind!  
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Compliance and Regulation 

The “big six” are under the microscope like 

never before. 

Four significant challenges 

 
 As wholesale energy prices reached their lowest point for years during 2016, they are under 

increased pressure by government regulator Ofgem, backed up by a hungry media machine 

to pass on these savings to their customers.   

 

Not just that. There is a long list of regulatory and compliance changes being imposed by 

Ofgem. For example, transparent billing is now mandatory so that consumers can better 

understand and therefore make more informed buying decisions. Rather than months to 

change energy suppliers, the industry is under pressure to replicate the financial services & 

telecoms industries and afford consumers the option to switch in a matter of days. Large 

energy consumers, typically businesses will have the capability of half hour measurement. 

These are just a few examples of the crowded regulatory change agenda facing the “big six”.   

 

There is little in the way of public and media sympathy for the “big six”, as record profits have 

been announced in recent years. It now seems like payback time! Neither are Ofgem slow in 

holding the “big six” to account, significant fines have already been levied when they have 

failed to meet their obligations.   

 

Fines in excess of £50m have been imposed by Ofgem to leading energy companies over the 

last three years. 
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Thinking SMART 

SMART meters in every GB household and 

business by 2020. 

 

The governments Department of Energy and Climate 

Control (DECC) have issued a mandate that 30 

million GB households and small businesses will have 

SMART meters fitted by 2020, although it is likely that 

this will be later given delays already experienced. 

The aim is to provide information to the consumers at 

their fingertips so that they are able to make informed 

decisions around consumption and buying thus 

saving them money and reducing emissions. This is a 

mammoth technology, logistical and business 

change challenge. The “big six” have not faced a 

change programme of this magnitude since 

deregulation in the 1990s. 

It gets more complex than this! The industry players 

have to integrate their systems and technology with 

DECC appointed service providers so that SMART 

metering is implemented in a standard manner 

across GB thus providing full interoperability. This will 

allow consumers to easily switch between energy 

suppliers. Integration is also required with the meter 

manufacturers, some of whom are embarking on 

their change journey from “dumb meters” to digitally 

connected intelligent devices. Information will be 

provided into the home via the DECC appointed 

Data Communications Company service (DCC), 

individuals will also have access to usage and tariff 

information via smart phones and tablets.  Robust 

security standards therefore need to be complied 

with.  

All the leading players have their SMART Metering 

programmes underway now, some choosing to press 

ahead with technical trials and early roll-out, others 

waiting a little longer as the playing field becomes 

clearer.  

 

SMART will require the 

replacement of 53 million gas 

and electricity meters in 

approximately 30 million 

residential and business 

properties by 2020 

 

Smart meters are the next 

generation of gas and 

electricity meters and they 

offer a range of intelligent 

functions. This includes telling 

you how much energy you are 

using through a display in your 

home. They can also 

communicate directly with 

your energy supplier which 

means that no one will need to 

come and read your meter. 
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By 2022, we will rely much less on fossil fuels and will be moving towards a higher percentage 

of energy production in intermittent renewable sources such as wind and solar.  

The contracts for the nuclear power station at Hinckley Point in Somerset have been signed, 

preparation work is well underway.  

It is reported that Wind farms across the UK generated more electricity in 2016 than coal power 

plants for the first time. Three major coal power stations closed last year, causing coal electric-

ity generation to plummet to 9.2%, down from 22.6% in 2015.  

All the leading players have and are investing significantly in renewable form of energy. As 

technology evolves, and the low carbon debate intensifies, the need to respond effectively is 

likely to be a differentiating factor in commercial prosperity and survival.  

UK Energy breakdown 

2017 2022 forecast 

 

National Grid reported that, on Wednesday 7th June, power from wind, solar, hydro 

and wood pellet burning supplied 50.7% of UK energy. Add in nuclear, and by 2pm 

low carbon sources were producing 72.1% of electricity in Great Britain. 

 

 

Alternative renewable sources of energy  

In common with European neighbours, the 

UK’s energy mix is predicted to have shifted 

significantly by 2022. 



 
 

4 

“ 

 

 
 

 

 

 

 

 

 

 

Change in customer expectations and the regulatory environment are having significant im-

plications for the profitability for the sector. The recent drive for online billing and rise of price 

comparison sites has led to more customers prepared to switch suppliers. In order to avoid 

revenue and profit dilution through excessive switching costs and effectively more competitive 

retail prices, suppliers have chosen to offer greater incentives for client loyalty and retention. 

It can also help avoid the threat of Ofgem fines if malpractice is found. 

Therefore, managing and optimising customer value is a two-way street where customer de-

mand for greater value can be met by investing in improved customer experiences. Often, 

this has system and transformational implications that enable the supplier to clearly show bet-

ter value. These changes require careful management to ensure that value delivery works for 

all stakeholders in the chain – suppliers, intermediaries, customers and regulation. 

 

A complex change journey to navigate 

All of this points to a crowded and challenging change agenda at the same time as 

delivering business as usual operations with the regulator observing every move, waiting to 

intervene when regulatory obligations are not met. The BREXIT decision has come at a time 

when leadership is over stretched, this will inevitably be another agenda item on the 

boardroom table in the coming months/years.  

 

 

At Pelicam, we have delivered 50 Programme Assurance Reviews across our energy sector 

client base. We understand very well the challenges faced, and how they impact the 

organisations people, processes and technology. We are well placed therefore to offer 

independent guidance and assurance. 

 

 

 

 

 

 

Customer optimisation and value transparency 

In 2016, the Department for Business, Energy 

and Industrial Strategy (BEIS) reported c. 4.2m 

electricity, and c. 3.5m gas customers 

changed supplier 
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It is unrealistic to believe that organisations with a recent history of incremental change will be 

able to take all of this in their stride. The biggest barrier to major change in many organisations 

is the organisation itself, i.e. its culture. Understanding how the existing culture can be lever-

aged and adjusted, rather than fighting it “head on” is a wise strategy. Major transformation 

typically requires integration across most functions within the organisation as well as the need 

to manage complex supply chains. To do this “intelligently” requires capability, experience 

and method. Transformation agents or turbo powered Change Directors rarely exist on the 

payroll, so organisations have to know how to choose them, and where to go to get them. 

When great change agents have been acquired, the process of educating people about 

change across the company needs to take place, because change will surely fail if they are 

ignored. Most organisations that we work with have IT Change Frameworks, far less have a 

repeatable business change method. 

 

 

Successful change requires great leadership, the “big six” clearly have some great leaders so 

where’s the problem? Well, when a business is spinning so many change plates (some in ex-

pensive porcelain), leadership attention is usually diverted into the most critical areas, often 

business as usual issues. At Pelicam, we talk about “great sponsorship”, but how can we expect 

this to happen when leaders have limited sponsorship experience and have probably not 

been educated in what this really means? Also, how can organisations ensure there is sufficient 

leadership headroom to drive the change agenda because we regularly see sponsors who 

are over stretched and unable to devote the time for the change/s they are accountable for? 

 

 

Projects involving IT need to be business led rather than the other way around. This seems ob-

vious, but it is still common to see IT leading the way with the business in their slipstream. a fully 

aligned IT/Business Change approach and plan is essential. The dog needs Having to wag the 

tail.  This is a difficult ask for businesses that have only experienced incremental change in 

recent years. It would be unreasonable to expect their staff to be “major project” savvy with-

out the necessary training interventions.  

 

 

IT will need to partner intelligently as it is pretty certain that they will not have the depth of 

technical resource available. Some choose to reduce delivery risk by appointing a Systems 

Integrator (SI), but managing the SI is difficult without the experience, it is also expensive. Get-

ting the balance right between partnering and abdication is vital. Ensuring there is sufficient 

client side DNA and ensuring clear delivery accountability is vital to maintain control of one’s 

destiny. Clients must be able to “challenge intelligently”, or put another way need to be smart 

buyers. Independent external assurance can certainly help in this respect. 

Business and IT aligned 

 

 

Freeing up business leaders to drive change 

Selecting and managing third parties “intelligently” 

Developing change capability 

The seven biggest hurdles 
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Organisations like people start to show signs of dysfunctional behaviour when faced with too 

much change. Transformation roadmaps that show change programmes mapped against 

business process (heat maps) can be very helpful, but isn’t easy especially when most of the 

changes are cross functional. People and functions become change weary, it may be unrea-

sonable for example to expect a major contact centre to go through a major change weeks 

after the last one. By the way, like it or not, the most valuable people required to support busi-

ness as usual are the very people required for change. So, who in the business is on hand to 

do the business process mapping, preparation & execution of Acceptance Testing, Commu-

nications, Stakeholder Management, Training… all key business roles in major change? How 

do organisations manage this dilemma, as we are now asking their key people to do multiple 

important jobs? How do they backfill roles and continue to deliver operational business as 

usual? 

 

 

Most of the leading players will have a hybrid IT landscape which typically means a mix of ERP 

and legacy applications. The problem with the legacy systems is that they are old and conse-

quently have very few people with the subject knowledge depth to support and change 

them. Even worse when these legacy systems support key business processes like billing and 

regulatory reporting. Furthermore, the few with valuable expertise of these systems are often 

at or nearing retirement age. Legacy systems are often unstable during major change for 

these reasons, so more time needs to be allowed for testing and regression. 

 

 

The consequence of the change challenges is that the profitability of the sector is under 

greater pressure than ever. How change is perceived by customers is vital to brand percep-

tions and consideration. Done well, if customers perceive that the service and experience they 

have is tailored to them and meets their needs, they are more likely to remain loyal and even 

refer. Done badly, the risk of fines levied by Ofgem increases never mind the consequent ad-

verse publicity.  

 

In the world of commoditised products, service quality is – or can be - the key brand differen-

tiator.  With switching so easy, particularly with the adoption of customised technology, com-

parison sites and the likes, the “big six” need to embrace the challenge of emergent business 

models as they evolve if they are to maintain and enhance their position. 

 

 

 

Injecting realism into the change portfolio 

Dealing with IT legacy systems and processes 

Delivering commercial value 



 
 

 

 

There is no doubt that the leading players in the industry face most or all of these 

complex change challenges. The business as usual agenda will not diminish despite 

wishes that it could, and there isn’t the time or the business justification to get their 

“houses in order” before embarking on this change journey. 

There isn’t a magic wand or a one size fits all for these challenges, if it were so 

simplistic the leading players would have found the solutions long before now. Each 

organisation is different, and whilst the challenges are consistent, they have varying 

cultures and are starting from different positions. What business leaders can do is to 

think “intelligently” about their strategy for dealing with the three challenges, not as 

a “one off” but continually, because they are not likely to go away any time soon. 

 

 

Written by - Alan Ogrizovic 
 

Pelicam Managing Practitioner and Utilities Practice lead 

Alan has over 35 years’ experience as a senior leader delivering and assuring change 

across a wide range of business sectors - helping organisations deliver major 

transformational change consistently and effectively.  

As Managing Practitioner at Pelicam, Alan works with a variety of clients delivering: 

• Major Programme & Project Assurance 

• Capability Build in all aspects of Programme and Change Management 

• 1:1 Coaching and Mentoring 

• Programme rescue and delivery 

 

 

 

To find out more contact Alan on alan.ogrizovic@pelicam.com 
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