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1 Introduction 
 
‘Innovation does not just happen. It is driven by entrepreneurship.
This powerful mixture of energy vision, vision, passion, commitment, judgement and risk-taking provides the power behind the innovation process.’ (Tidd & Beasant)

Octopus Group CEO, Simon Rogerson, is one such Entrepreneur. He had been wondering why energy companies were not generating and selling energy in a greener manner, making the processes involved smarter and making energy more affordable for their customers. 
His thoughts were that there must be a better way to do this, through a new modern business model, and was looking to set up as an energy supplier and add this to the Octopus Group portfolio. 
For circa 20 years, the Octopus Group have been challenging convention, investing and turning bright ideas into game-changing businesses.

Drucker (2012) defined 7 sources for an innovation in his work ‘Innovation & Entrepreneurship’ -They are visible primarily to persons from within the given industry or service sector. They would be seen as symptoms, indicators of changes that have already happened or can be made to happen with minimal effort: These can be split into 2 sub-groups.
Four from within the sector.
· The unexpected—the unexpected success, the unexpected failure, the unexpected outside event. 
· The incongruity—between reality as it is and reality as it is assumed to be or as it “ought to be.” 
· Innovation based on process need. 
· Changes in industry structure or market structure that catch everyone unawares. 
A second set of three, involving changes outside sector:
· Demographics (population changes). 
· Changes in perception, mood, and meaning.
· New knowledge, both scientific and non-scientific.

With reference to the above, the group’s technology adviser, Greg Jackson, already had an idea of how to achieve this aim through a technology that the group already possessed. Through a ‘coffee machine chat’ bringing the 2 colleagues together, they found that they shared the same vision and values. They aimed to create a new business model for the energy sector built with an ethos of customer satisfaction, centred around technology use to reduce costs, whilst minimising the carbon footprint of its users. 
In the words of CEO Jackson… “energy that’s good for the planet, good for your wallet, and, honestly, good for your soul.” (ethical.net 2020)


2	
Innovation drivers and barriers
This section will focus on the drivers, barriers, and risks to the selected innovation.

2:1	The principal drivers for the innovation
The ways in which the technology driver would change processes: 
· A move away from the antiquated systems which often frustrated customers and limited the products on offer.
· An increase in efficiency would free up more time to bring customer satisfaction to the fore. 
· Shifting requirements/expectations of clients and being able to vary the products available. 
· A global platform with huge data gathering capabilities to make the fight against climate change easier, faster & cheaper.
Ofgem had reported in 2016 on the desire to follow a technology route to nurture growth in the sector. 

2:2	The barriers and risks faced by the company in developing this innovation 
[bookmark: Page2]2:2:1	Barriers to Innovation
As Octopus group had little experience in the energy sector, a knowledgeable team had to be assembled to lead the new company, Octopus Energy.
Primarily a closed innovation principal innovation, Initial funding would come from the Octopus Group itself. The team envisaged this to be enough to set up the company until expansion and collaborative partnerships were to be explored.
The foundation management team (see figure 1) were from a business or technology background and had little or no experience in the energy sector. 

· Greg Jackson - Co-Founder & Chief Executive Officer - experience across many ventures. A serial and successful entrepreneur before Octopus Energy. Enthusiastic about climate change. Member of Greenpeace since the age of 16.



· James Eddison - Co-Founder & Chief Technology Officer - an engineer by background. Part of the original team who created the novel technology platform Kraken which has been central to the growth of Octopus. 



· Stuart Jackson - Co-Founder & Chief Financial Officer - brought executive experience in several financial institutions along with management experience in sectors from housing to management consultancy.




(Figure 1)


The team identified the need of industry experts who already possessed the skills necessary to achieve the goals set out. External recruitment would be used. (These activities will be detailed in Section 3.2). 
[bookmark: Page3]
2:2:2	Risks to Innovation 
The energy market is traditionally centred around a few big players. 
Following the emergence of comparison websites, a stalemate had been reached in industry expansion; this became one of the determining factors of the need for the innovation.
Breaking into this monopoly would be difficult but, as Ofgem stated in their quoted 2016 report, there is opportunity for more companies with differing business models to influence the market. 

2:3	Key Determinants 
The energy industry was not progressive and stagnating, it did little to contribute to a plan for sustainable energy. 
The main players knew what to do, they did it well, but so did their competitors – resulting in market stalemate. A “stalemate” in expansion came about as every supplier had basically the same set-up.
Octopus researched the causes of disenchantment with the ‘Big 6’ and made rectifying these their aim when introducing and enhancing their service.
With the introduction of Kraken – something radically different and Octopus Energy's USP, sales and market share would gather significant momentum. (See figure 2)
[image: ](Figure 2)



Kraken can be regarded as a ‘Breakthrough Innovation,’ which evolved into a ‘Disruptive Innovation’ when it was applied to the energy sector such was the step change. 
Initially, the Domain (market/sector/area) was not specified, but the Problem definition was. 
Once the application to the energy sector was made, the Domain (market/sector/area) was found to be well known and understood, but the Problem definition was not. Analysis of market share data shows a steady decrease for many of the established ‘Big 6’ and an excellent rate of growth seen by Octopus.

Domestic Energy Market share across the 2000s (see figure 3)
[image: ]  Octopus (-) seeing steady growth(Figure 3)

An overview of supplier numbers in the 2000s [image: ] 
· Emergence of comparison websites
· 2010 – Ofgem Retail Market Review (RMR) Outline demands of simpler tariff choices, clearer information and fairer treatment of customers
· 2011 – roll out of smart meters
· 2004-2011 – 10-14 suppliers
· 2018 – 70 suppliers
· 2021 – 49 suppliers
· 2021 – 19 small/medium suppliers go bankrupt; more smaller suppliers forecast to fail by the end of 2021
(Figure 4)


Timeline of domestic suppliers (figure 4) shows when the opportunity to break in to the larger market emerged through the new business model built around Kraken.

[bookmark: Innovationdevelopmentdeploment]3	Innovation development and deployment

3:1	The processes and technologies used to carry this development forward
[image: ]
Kraken was conceived as an end-to-end proprietary technology platform which enables APIs to easily converse, providing a better way of interacting with company structures and management processes. 
[bookmark: _GoBack]Satell’s Typology can be used to map the innovation around:
1. Whether or not a problem is clearly defined (Outdated, slow, inefficient processes, customers paying more than you would expect, lacking innovation with out-dated technologies and practices)
2. The market in which the issues exist (Kraken could be applied to many sectors, but the innovation was applied to the new business model conceived for the energy sector)
3. The strategy and where to solve these problems (the right investor, the right people, the right skill sets).
4. Maintaining the innovation through investment & incremental change they keep the technology up to date, further tech acquisitions and operational excellence and customer care. (See figure 5, below)
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Figure 5 can be summarised:
· Breakthrough Innovation – access to resources. Laser focus. Understanding of customer needs. Utilising the appropriate technical capabilities
· Sustaining Innovation – close customer involvement. Nurturing a culture of ‘freedom.’ Regular incremental improvements/fixes/features to the existing products.
· Basic Research – cost effective option. Scientific papers, data gathering and conferences.
· Disruptive Innovation – simple, lost cost solution to your customers’ problem. Radical new use and/or functionality.
The inventive minds behind Kraken found a market that ticked all the boxes of: 
· Having out-date slow and inefficient processes,
· Had customers paying more than you would expect for a service,
· Lacking in innovation with out-dated technologies and practices at its heart.
· That was ready for a disruptive 21st Century platform, which would benefit from a platform carrying ‘big data’ on the cloud for ease of access, rather than using existing practices on the cloud. 

They decided upon the Energy supply sector and Upside Energy was founded. Octopus acquired Upside Energy was acquired in 2016. Octopus Energy Group operates a wide range of business divisions, all of which rely on innovative strategies and technology for growth and expansion. This could be something as complex and advanced as the A.I. algorithms used in the Kraken platform or something more simplistic, such as the data gathering. 

[bookmark: resourcesanddeployment]3:2	The extent to which the development relied on resources external to the company and the ways in which the deployment of these resources was managed 
Market Knowledge and expertise is key to success. [image: ][image: ][image: ][image: ]The innovation process would become more open as more knowledge and guidance was required to grow the business. CEO Greg Jackson ‘Energy retail is a talent and technology business now, from the people looking after the customers to the people building the machine learning model’ (Adam 2020)Pete Miller
Global Creative Director
Stuart Jackson 
Co-Founder & Chief Financial Officer
Pete comes from a background in digital design and creativity. 
He is head of the team ensuring all customers have an enjoyable experience interacting with Octopus. 
Stuart has Executive experience in several financial institutions along with management experience in sectors ranging from housing to management consultancy.
Pete Miller
Global Creative Director
Stuart Jackson 
Co-Founder & Chief Financial Officer
Pete comes from a background in digital design and creativity. 
He is head of the team ensuring all customers have a good experience interacting with Octopus. 
Stuart has Executive experience in several financial institutions along with management experience in sectors ranging from housing to management consultancy.

‘The more we know about something, the more we can take calculated decisions about whether to proceed. And in a competitive environment this places a premium on getting hold of knowledge as early as possible.’ (Tidd & Beasant)
The management structure was enhanced through the recruitment of several key individuals. All possessing experience in the areas of energy supply and customer satisfaction. (See figure 6, below)
· Jon Paull - Global Director of Operations – a varied resume from marketing and financial services. He brought the experience of leading operations and transitions whilst working at several energy companies. 



· Pete Miller - Global Creative Director - from a background in digital design and creativity. He is head of the team ensuring all customers have a good interaction experience. 



· Rebecca Dibb-Simkin - Chief Marketing Officer – Formerly an employee of British Gas with market strategy & product launches and initiatives at, Hive & Ogilvy.




(Figure 6)



CEO Jackson enrolled KPMG to advise on different growth models, including the potential for international investment. Finances have been boosted by major investments from overseas energy companies, licencing use of the platform and expansion into other similar sectors.

Overseas investors: 
· Tokyo Gas, 
· Origin Energy    
(Knutt 2021)

Licencing the platform
Through licencing their platform to many other energy utility companies, significant revenue is achieved. This is used to both increase and advance the technologies & innovations within the company and acquire emerging technologies out-with.
UK licenced Kraken users: 
· Good Energy, 
· EDF, 
· EON/NPower, 
· M&S Energy, 
· CO-OP Energy, 
· London Power, 
· Tesla Energy.

Expansion into other similar sectors
[image: ]
Kraken Utilities was formed in 2022 with the aim to take Kraken into markets beyond the energy sector. 
It would be a small jump to go from energy utilities to water, communications etc. where customer service is paramount.
July 2023 saw the initial licences granted to non-energy applications. 
Portsmouth Water was first to be granted an operating licence.
Broadband provider, Cuckoo was next. 
Both deals were announced within a year of the launch of Kraken Utilities. (Horgan, Utility Week, 2023)

[bookmark: managementanddevelopment]3:3	How management overview of the innovation of the development was maintained
The obstacles that could have stifled the innovation gestation, (figure 7, page 8), were all addressed early in the project by the management team. 
[image: ]
(Figure 7)



The vision HAD to be shared throughout the business and embraced by all the team, time was made to perform market research/analyse data gathered/to keep abreast of the latest technologies and if resources/staff were needed, they were acquired. The perceived barriers were broken down. (See figure 8)
[image: ]
(Figure 8)


CEO Jackson himself gets very much involved with the day-to-day work, personally receiving around 40-50 emails daily from customers. 
The Octopus management can be seen as a good example of Innovative Leadership as described by: Deschamps, 2003
· the urge to do new things.
· the obsession to redefine customer value.
· the courage to take risks.
· an ability to manage risk.
· speed in spotting opportunities and project execution.
· a shift in focus and mindset from business optimisation to business creation
Octopus Energy comes under the definition of a “Technology-led company” (Roper, 2016) This comes with the acknowledgement that technology would not be enough to bring about change – the technology would have to improve customer satisfaction, reduce bills, and allow access to green energy.
[bookmark: conclusions]4	Conclusions 

4:1	The extent to which you feel this innovation process represents best practice

‘When a vision is clear, consistently articulated and widely shared, decisions throughout the organisation can be made in a more consistent and directed way’ (Dr. Edmond Harty from and interview conducted with Dr. Claire McBride 2016)

Everyone at Octopus knows and shares the vision and ethos. Octopus Energy encourages and nurtures an innovation culture which allows Innovation capabilities to be realised. Transformational leaders at Octopus have a clear vision that they can articulate to followers. These leaders also help followers experience the same passion and motivation to fulfil these goals.
The introduction of Kraken – something radically different and Octopus Energy's USP, has seen sales and market share gather significant momentum. 

The people behind Octopus and Kraken can be seen as ‘Need seekers’ (Jaruzelski, B. and K. Dehoff, 2008), innovators which aim to be first to market through identifying emerging customer needs, with strong design and product development capabilities, along with strong process innovation. 
· rewriting the rules in offering something that represents an entirely new process and business model,
· reconfiguring how the energy supply process is delivered through effective networks and coordination, 
· being easily transferred across differing supply, flexibility, and customer service platforms. (Trott)

The addition of a Project Innovation Manager (See figure 9) further enhances the encouragement and channelling of ideas. The Project Innovation Manager manages the portfolio. Ideas are encouraged from all levels, with the ideas being prioritised and acted upon. (See figure 10, page 10)
· Guilherme Castro - Project Innovation Manager - comes from a background of business and Government in his Brazilian-homeland where he advised on decentralised energy policy, which led to his move to the UK energy industry initially as a manager of community owned wind farms.






(Figure 9)

[image: ]
(Figure 10)


Kaplan and Norton expressed the means for a business to measure success across 4 measures:
1. From a financial standpoint – Octopus are prospering and continue to grow
2. From the efficiency of internal processes – time savings allow the customer service team to focus more on customer interaction and satisfaction 
3. From the customer viewpoint – more choice, green products and speedier processes
4. An innovation and learning perspective – data gathering as part of the core technology.
Octopus scores well in all 4 measures. 

[bookmark: critique]4:2	Provide a critique of the whole innovation process and an evaluation of the success of your chosen innovation 

4:2:1	Critique of the innovation process
Innovative products/services are formed in response to a question or need from a specific demographic or market/client base. Octopus prides itself on its technology platform Kraken, their customer service and billing platform based on advanced data automating much of their energy supply chain. Since its entrance into the gas and electricity market in 2016 Octopus Energy has seen significant growth. Despite significant investment in acquisitions and development of the cloud-based-technology platform Kraken, (resulting in a loss of £5.9 million in the year to April 2018 and a group loss of £30million in 2018/19) the development and domination of the so-called ‘smart-grid’ has proven to be the driving force behind the company’s success - 2020 seeing sales of £1.2 billion. Octopus Energy has revolutionised the energy sector, introduced green tariffs and used 100% renewable sources with technology at the forefront of this revolution. The green commitment has an impact on overall company profits but is a cornerstone of the company ethos.







4.2.2	Innovation success evaluation (And planning for the future)
In a short space of time Octopus Energy has realised growth its market share exponentially to become one of the ‘Big 6’ with novel technologies and its business model. Drive for customer 
satisfaction paired with technology is paying dividends in sales and growth, many awards, and high ratings on survey sites such as Trustpilot. (See figure 11)





(Figure 11)


Circa 20 energy firms have folded since September 2021 (Cyrus, 2021). Octopus have bucked this trend through:
a) Being well invested and backed
b) Being run as a start-up 
c) ‘Fair and sustainable pricing’: 5% margin on top of wholesale costs
d) Recognising the value of other revenue streams i.e.
· Kraken platform licencing
· Electric vehicles
· Octopus Energy for business
· Octopus Energy Services 
· Diversification into other similar sectors

Octopus Energy has invested vast amounts into their exclusive technology and sees this as, not only a huge benefit to licensees and customers, but the future of energy provision as we transition to net zero. 

Through its Technology drivers, Octopus Energy focuses on scouting and developing innovative technologies and matching these to unmet needs, strong project, and risk management capabilities. The COVID-19 situation backed up what many forecasters anticipate will be required in the future of the energy sector: 
1. a decline in the demand for fossil fuels, 
2. An increase in the share of electricity in final energy markets, 
3. Increased residential electricity consumption and consumer interfacing in their choice of tariffs etc., 
4. The need for flexibility to cope with intermittent renewable energy sources. 
We do not know how quickly this future will arrive, but Octopus is facing up to some of the new challenges and opportunities in spearheading a consumer-led shift to a low-carbon future.

Figure 12, below, shows the analysis of Strengths, Weaknesses, Opportunities and Threats considered within the Octopus/Kraken businesses.
Strengths
Weaknesses

· 100% green electric
· 100% green offset gas
· Largest investors in renewable energy.
· Kraken Energy management En Tech software, Dynamic energy pricing.
· Huge financial backing.
· Which? awarded customer services 6 years running
· Green energy at the cost of profit?






Opportunities
Threats

· Consumer awareness into energy generation and reliance on fossil fuels.
· Growing green energy market
· Growing network of smart Meters/similar products.
· Investing in future technologies/ innovative start-ups.
· Other suppliers offering similar green energy tariffs.
· Competitor Energy management software.
· Selling the Kraken software to competitors 
· Competitor improvements to Customer services








(Figure 12)


Figure 13 illustrates shifts in the energy supply market share through digitalisation of the system.
.[image: A screenshot of a computer screen
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(Figure 13)


Octopus Energy’s ambitious plan is to have 100 million customers by 2027. 
Octopus’ company structure and tech-based hierarchy encourages easy idea creation and transfer. 
The culture is one where innovation and teamwork is encouraged.
With Kraken, Octopus have achieved both breakthrough and, disruptive innovations. 
Kraken is recognised as a complete digital platform for managing the energy supply process from gathering electrons produced from ‘green generation’ through to distributing those electrons to consumers.
· Kraken has evolved through over 18000 versions to date.
· 25million customers worldwide are served on systems using Kraken.
· Octopus is a UK Tech unicorn – valued at over £1billion.
· Kraken licencing fees expected to raise £300million over next three years Selling Kraken licences is fundamental to Octopus’ plans for the energy sector (Knutt, 2021)
· Lauded as a tech firm, not only an energy provider. 
· Operating cost savings for licensees 
· Kraken supports the transition to net zero and will change the relationship customers have with their energy provider. 
· For other businesses - by using Kraken they are ‘futureproofing’ their business

A simple comparison between the ‘old’ vs. the ‘new’ way determines that the innovation has been successful in terms of increased efficiency and customer satisfaction.
Such is the power of Kraken, it can now take seconds to transition a customer, where it once took over 10 minutes. Kraken gives customers more autonomy and flexibility. Their customers have more control over their accounts along with fair and sustainable pricing – 5% margin on wholesale costs. Should a new prospective new customer request a move to their company, they will advise customers not to move provider if such a transition is not advantageous to the customer.

2023 sees Octopus still being awarded for its customer services provision. and the only one that has been recommended by Which? for 6 years in a row.
[image: A pink octopus with stickers
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A customer satisfaction rating of over 80% is achieved through freeing up human resources so they can address their customers - Call handlers are regarded as ‘energy-specialists’ due to the data Kraken provides and the ease of access to it. 

A measure of a company’s success, as defined by Goffin & Mitchell, is the innovation output would be measured not only in the huge growth in sales, but also the number of innovations that the company grows through its culture. The scale of growth in circa 5 years means Octopus now has a presence in 11 countries across 4 continents with Octopus’ portfolio covering a broad range of products that cover many sections of the Innovation matrix. (See figure 14, page 14)
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(Figure 14)


Octopus Energy Tech-dependent innovations 
· Octopus Energy Retail – 100% renewables – over 2 million UK homes
· Kraken Technologies 
· Octopus Electric Vehicles – Retail / Leasing of EV – Powerloop Technology
· Octopus Energy for business 
· Octopus Energy Generation 
· Octopus Energy Hatchery
· Octopus Energy Services 
· Kraken Flex
· Octopus Centre for Net Zero
· Octopus Utilities
An Illustration of these and other Octopus/Kraken innovations within the Innovation Matrix can be seen in figure 15 below.

[image: ]
(Figure 15)

Octopus continues to acquire new customers and Shell Energy is the most recent acquisition. 
(A. John, Utility week 1st September 2023)
This and other acquisitions mean that Octopus is now the UK’s second largest energy supplier. 

In closing, the Octopus/Kraken business plan its target – the supply of green energy with customer satisfaction. 
Through their innovations related to the Kraken platform, the have made a significant impact of bringing in and sustaining many types of innovation to the energy supply sector which is now taking the next step of business expansion into other utilities.
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Obstacles that will need to be addressed for a sustainable culture

of innovation... getting innovation on the agenda,the top seven
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A good mix of the groups businesses covers various sectors of Innovation Matrix
Sustaining Innovation - Energy Retail , Energy Generation groups appear to gain
steady market growth. 1-2% growth a year in UK supply market. Green Energy and
Best customer service.
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Basic Research —could potentially have longer term market share implications,
dependant on research findings and how emerging new technologies can be
utilized.

Breakthrough Innovation - EV and Powerloop system is well defined but will the
uptake of the Powerloop system be accepted by users and EV market?
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