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1.0 Introduction
The British retail energy market has quickly transformed from hypercompetitive and paper-thin margins to disaster area and re-regulation. Following the default tariff cap (Ofgem, 2019) a number of suppliers exited in response to wholesale price spikes ) between 2021 and 2023( Ofgem, 2023). This gave rise to increased regulatory oversight on both capital adequacy and hedging, as well as structural shifts towards digitalisation, flexibility electrification or low carbon branding which was promoted by the UK government (UK Government, 2021). In this sense, the firm Octopus Energy is a digital frontrunner using its “green” brand and self-developed “Kraken” platform to support rapid tariff innovation and customer relationship management (Octopus Energy, 2023). The largest of them, British Gas is a conservative follower developed on brand advertising, large service workforce and risk management via hedging and volume (Centrica 2023). Through Rogers (2003) and Christensen (1997), the innovators attract the early adopters, while imitators ride scale/maturity to reach the mass market. This study discusses macromarketing agents--regulatory and technological--and strategic responses from the perspectives of STP/7Ps, dynamic capabilities (Teece, 2007), market orientation (Jaworski & Kohli, 1993) and competitive forces (Porter, 2008).
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2.0 Brief company and industry background
The new kid on the block, Octopus Energy was founded in 2015 and has quickly grown to be one of the UK’s biggest providers online with pioneering time-of-use tariffs like Agile and Go, a customer friendly brand (Octopus Energy, 2023). Through licensing of its Kraken platform, the business has grown overseas and is able to derive B2B technology revenues whilst offering a contribution to National Grid ESO’s demand balancing introduction (National Grid ESO, 2023).
Incorporating millions of customers and accessing huge numbers of engineers, British Gas (part of Centrica) has hundreds and thousands hedges on energy prices for stability (Centrica, 2023). Its relatively backwards-looking approach to smart technology like Hive home products, heat pumps and flexible tariffs creates an impression of the company being trustworthy and reliable rather than cutting edge. British Gas' vast infrastructure and heritage brand, instead of Octopus's digital-first approach, to me both companies are relying on their existing size for marketshare.
Each of the two firms is one presence in a price cap (Ofgem, 2023), net zero carbon targets (UK Government, 2021) and smart meter rollout market environment (DESNZ, 2022). These regulations, in combination with customer losses and market commoditization, will continue to force both new entrants and incumbents to focus on service innovation and bundled energy-tech offers. "Success now requires differentiation far beyond price with digital expertise & customer experience and integrated energy management solutions that meet their sustainability goals while providing them the value they expect as consumers.
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3.0 Task 1: Critical analysis of two macro marketing actors
3.1 Political–legal/regulatory environment
The default tariff cap and cost of living supports smooth out bill volatility, while compressing margin (Ofgem, 2023). After the crisis, Ofgem increased hedging and capital adequacy to enhance financial resilience. Net zero policy (Powering Up Britain) maintains electrification (EVs, heat pumps) with timeline discretions (UK Government, 2021; Climate Change Committee, 2023). Time of use (TOU) signals and grounds for demand flexibility at scale are facilitated with smart meters and MW/h settlement based framework (National Grid ESO, 2019). With the help of market orientation and dynamic capabilities, winners will transform these rules into value propositions rapidly (Jaworski & Kohli, 1993; Teece, 2007).

Source: Impact of Default Tariff Cap on Average Annual Domestic Energy Bills (2019–2024), Statista,2024

British Gas (market kingship) — Opportunities:
• Scale rewards, discipline to hedge, and regulatory capability Ofgem (2023).
• Net zero policy enabled mass market installs (heat pumps, insulation), use engineer footprint and brand trust (Centrica, 2023).
• Smart rollout – allows to despatches for process excellence / in home upsell on mandatory visits (DESNZ, 2023).

British Gas (market leader) — Threats:
• Cap commoditises core supply; differential lies in quality of service—failures in billing/complaints could lead to sanctions/reputation (Ofgem, 2023).
• Time lag on MHHS-tariff-dependent defection threatens to loose tech literate segments (DESNZ, 2023).
• Working capital may be limited by proposed ring fencing / credit balance regulations.

Octopus Energy (pioneer) — Opportunities:
• DFS represents the commercialisation of flexibility.; MHHS provides personalised dynamic EV/heat pump tariffs by brand (National Grid ESO, 2023; DESNZ, 2023).

• Kraken automation reduces opex, and accelerates the time to regulatory product fit (Octopus Energy, 2023).

Octopus Energy (pioneer) — Threats:
• Policy volatility (by cap methodology – bad debt treatment) squeezes margins and planning flexibility (Ofgem, 2023).
• Further scrutiny of ‘green’ claims and complicated tariff fairness (CMA/Ofgem) heightens compliance / reputational risk.
• Potential for consumer revolt if TOU “savings” are opaque/uneven, spurring regulatory intervention.
Diffusion logic can thus be seen to indicate Octopus targeting innovators/early adopters with flexibility propositions and British Gas the early majority with reassurance and service bundles respectively (Rogers, 2003).

3.2 Technological environment
Smart meter scale provides data that is close to real time readiness for analytics, personal pricing and communication (DESNZ, 2023). True, travels are digital first (apps, AI chat, instant switching, transparent billing) and API first stacks orchestrate devices (EV chargers, recurranty batteries use) with AI forecast for load shifting (National Grid ESO 2023). Electrification enables tariff–hardware–service bundles. Platformisation such as (Kraken) drains licensing and network effects (Octopus Energy, 2023). How each firm reduces unit costs and redesigns operations is shaped by disruption, dynamic capabilities.
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Octopus Energy (pioneer) — Opportunities:
• First mover in dynamic pricing, device orchestration and engagement contributes to a growing data flywheel (Octopus Energy, 2023).
• Kraken licensing -revenue diversification, de risks the cap, fund R&D; EV tariffs, smart chargers (Zappi), V2G pilots and heat pump bundles – increase share of wallet and reduce churn.
• Open APIs and rapid test and learn speed up MHHS product cycles.

Octopus Energy (pioneer) — Threats:
• The tech debt and cyber risk as complexity grows; GDPR/data governance exposure.
• Not interoperable with foreign devices/protocols, relying on vendor provided firmware/APIs.
• Imitation of features by incumbents / vendors commoditizes the advantage; platform channel conflict if licensees become competitors; enterprise SLAs increase delivery risk.
• Changes to ESO program design/settlement formulas could mitigate flexibility economics.

British Gas ( the market leader) -- Good opportunities:
• Fast follower play:­ leverage established platforms from partnerships/JVs/licensing to bypass R/D/IT limitations (Centrica, 2023).
• Hive ancestry and engineer community tweakes last mile UX, for less tech anxiety—critical to mainstream adoption.
• Scale allows for streamlined mass market offers and improved device acquisition terms.

British Gas (top in the market) — Threats:
• Change fatigue; legacy IT and organisational inertia slows MHHS/digital tariff spread.
• Vendor lock in undermines differentiation; low NPS damages retention/cross sell in ratings driven market.
• Installation/warranty liabilities and field force scheduling complexity increase cost/risk.
One aspect of becoming more market-oriented is to close the data–insight–action loop faster; here strategy execution needs to invest in architecture (API layers, quality of the data) more than surface features to maintain innovation velocity (Jaworski & Kohli, 1993; Porter, 2008).


3.3 Summary of Task 1 (macro actors)
Financial markets Regulators increase the industrial levels of thresholds for capital adequacy hedging and system operation, incentivising consumers to choose flexible electrified options (Ofgem, 2023; UK Government, 2021). These rules hike the price of entry, but favour scale and disciplined execution, giving an edge to incumbents like British Gas (Centrica, 2023). Regulatory push also values data-enabled retail and device orchestration, such as Octopus Energy’s digital state and high resolution tariffs are in fact afforded the competitive edge (Octopus Energy, 2023). The new techno-logy opportunities make cost reduction easier, specifically for personalized tariffs also automatic load management (DESNZ 2023; National Grid ESO IN PRESS), requiring that followers such as British Gas activate their system and catch velocity, conclusiveness and automatization of the processes quickly (Rogers, 2003; Teece, 2007; Jaworski & Kohli, 1993; Christensen, 1997).
Table: Opportunities/Threats by macro actor
	Macro actor
	Octopus Energy (pioneer)
	British Gas (follower)

	Political–legal/regulatory
	+ Monetise flexibility (DFS); + MHHS boost smart tariffs; −Price cap squeezes margins;- Policy turbulence layers planning risk (Ofgem, 2023; Octopus Energy, 2023)
	+ Higher entry barriers benefit scale; + Net zero drives install/service demand; − Risk of falling behind on innovative tariffs; − Reputational risk if service provision lags (Centrica, 2023; UK Government, 2021)

	Technological
	+ Data/algorithm lead; + Kraken licensing revenue; + Bundles (EV, heat pumps); − Cyber/complexity risks (Octopus Energy, 2023; National Grid ESO, 2023) Key Points We initiate coverage of Open Systems International with a Hold in cautious optimism on one of the top companies serving utilities.
	+ Fast follower partnerships; + Embedding of Hive/engineers; − Inertia from legacy IT; − Risk of commoditisation if late (Centrica, 2023, DESNZ, 2023)



4.0 Task 2: The strategic behaviour of pioneers and followers
Octopus Energy
It is defining its brand position as one which supports the victim against a power play and injustice. This accounts, neutralising price change by coming clean about it while also trumpeting the virtues of flexibility (Octopus Energy, 2023). This behaviour reflects well an acute market orientation in the sense that it reads policy signals and develop easily adoptable products (Jaworski & Kohli, 1993). Even if nothing else, the company has strong robust risk governance that embodies Ofgem’s condition related to resilience to support fast growth without too much destabilising level of instability (Ofgem, 2023). Octopus is an active player in policy-sponsored markets, such as Demand Flexibility Service and tariffs for demand management across its Agile and Go product range, being regulatory flexibility a part of the core value delivery function (Octopus Energy, 2023). This signature ability to "seize" regulatory opportunities and resources (Teece, 2007).
STP/7Ps: STP Targets are early adopters of EVs for home tech and environment conscious consumers. We provide live rates combined with discounts, all organised neatly on electronic screen dashboard. You cannot risk the cost (which is billable per TIME value), let alone the direct value to assigned to that save. App-based workflows push real-time notifcations for cap changes, thanks to both device setup training assistants Social proof Awards Referrals these are all marketing programs.

British Gas
As a follower of the scale, British Gas describes hedging discipline and capital strength in order to reassure risk averse clients (Centrica, 2023). Its brand values are stability and service, with clear communication under the price cap complemented by useful billing information and complaints handling (Ofgem, 2023). (Magdaver & Bale, 2000) Policy-compliant products delivered via our engineer network which include heat pumps, insulation and whole home energy solutions with targeted tariffs and aftercare (UK Government, 2021).
STP/7Ps Mainstream families, older phone and home service users, homeowners who are upgrading their heating. It offers fixed tariffs, service plans and smart home packages. Pricing is transparent and occasionally subsidized. It’s all omnichannel, accomplished by a large, safety-conscious field force. Marketing is centered on giving people peace of mind with those service guarantees and brand heritage.
Evaluation
Price controls serve to weaken pure price competition and differentiation is built around the nature of services, bundle offers and induced credits (Ofgem, 2023). My feeling is octopus are not bad at this kind of flexy policy based giblets (Rogers, 2003) and British Gas has the kinda scale required for mass-market installs. The competitive fight will move to ability to deliver value made possible thanks to MHHS at scale, without overwhelming the layman user (Jaworski & Kohli, 1993; Teece, 2007).
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Strategic responses to technology
Octopus Energy
In the UK, price cap regulation limits price competition and shifts differentiation towards product design, product bundling and policy-motivated rewards (Ofgem, 2023). Octopus Energy are very good at constructing propositional forms that meet policy niches such as flexibility, they are quick learners who iterate quickly (Rogers, 2003). British Gas on the other hand can leverage scale and regulatory horsepower for both larger installs and compliance. Who is best able to distribute MHHS-empowered value cost efficiently over the mass market will dominate the competitive battlefield (Jaworski & Kohli, 1993; Teece, 2007).
British Gas
It is pushing digital integration with the perrtification of its apps and portals, while also baking Hive smart home features into bundles that combine gadgets like smart thermostats with tailored tariffs and service plans. As the fast follower, it was able to leapfrog the innovation gap through platform JV or licensing (Christensen, 1997). The pool of engineers reduces the ‘technology anxiety’ and facilitates the adoption of technology by society at large (Rogers, 2003).
Evaluation
Octopus has a technological advantage, but it is hardly unbeatable. If British Gas is able to combine a robust in-home service with platform partners it could close the customer experience loop – at least provided it can deliver clear automated MHHS offerings for consumption (Teece 2007).

Competitive strategy synthesis
The nine products under the cap seem like a demand commodity for Porter's forces. Buyer power is high (easy switching, consumer pressure) yet switching has been low in times of crisis. Suppliers power (wholesale markets) is fickle; technological complements (EV chargers, smart devices) are tending towards being increasingly strategic allies. The threat of entry decreased with increasing financial requirements.

In this structure:
• Octopus is trying to stand out with technology, speed and customer love. Its moat is fast dynamic capabilities (sensing/seizing) and the knowledge residing inside Kraken (Barney, 1991; Teece, 2007).
• British Gas has some combination of scale, brand trust and an integrated-service model— turn homes into customer relationships (install, maintain, supply: “upgrade and downgrade,” as Chris likes to say). Its job is to turn these resources into "digitally engaging experiences before a pioneer establishes the default expectations" in the industry (Porter, 2008).

5.0 Conclusion
Far reaching regulatory and technological ‘push’ factors relating to such matters as resilience, fairness, and net zero are being witnessed in the UK energy retail space; they are both driver and disruptor around which personalisation6 and control (Teece, 2007; Rogers, 2003) can be seen. Octopus Energy exploits a seaside cottage, first mover lead in policy-to-product and platform leadership to adopt its Kraken technology and agile execution to quickly launch new tariffs and services (Barney, 1991; Christensen, 1997). Its digital-native strategy means it is well set for MHHS across the market.
British Gas has great potential to deploy its large service network and reputable brand to win in the mass-market. However, the development of this potential depends on digital re-platforming at a faster pace and on simplifying customer value propositions in order to be competitive (Jaworski & Kohli, 1993; Porter,2008). The company competes on a basis of its network of engineers and existing customer base that can be leveraged if executed correctly.
Under MHHS deploymentCompetitive frontier Will be those that can make it easy and secure for ordinary homes to undertake complex energy management (DESNZ/Ofgem, 2023). Success requires the marrying of technological prowess with accessibility, ensuring that advances cut across all customer segments [while satisfying regulations around fairness and sustainability].
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Figure 1 Exits from the retail energy supply market in Great Britain (bars, left
axis) against wholesale spot prices (line, right axis)
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Attitudes of adults in the United States on the need for the internet to be a free speech
zone as of March 2022, by ethnicity
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