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Foreword
EIC
Denise Massey, Managing Director
Climate change is one of the biggest
challenges we face as an industry.
Robust and immediate action is
required now if we are to meet
the UK’s net-zero targets by 2050.
To meet these challenges, it’s no
surprise that we need to continue in
our work to develop an innovation
pipeline that is fit for purpose; one
that has the flexibility and agility to
meet the increasing demands placed
upon it by a variety of different
stakeholders as we move closer to
the 2050 de-carbonisation target.
However, developing the right
innovation pipeline is only one
aspect of the task in hand. As an
industry, each and every one of us
has a responsibility to ensure that we
are doing our bit to bring new ideas,
techniques, and innovations to the
forefront and striving to make their
adoption into ‘business-as-usual’ as
seamless as possible. It’s ultimately
people, and the organisations they
work for, that will create the change
our industry needs.

EIC and Energy Systems Catapult
(ESC) have a vital role to play in
ensuring that this happens. As a
result, this report is a way for both
organisations to chart the challenges
and opportunities that are faced by
those on the front-line of innovation
in our sector – ENCs and SME
innovators. By having visibility of
the issues, we can work with the
industry to create robust responses
to the challenges so that innovation
in our industry continues to not only
go on unhindered, but thrives in a
time where novel ideas, and ways of
doing things could be the difference
between the survival or demise of
our planet.
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Foreword
Energy Systems Catapult (ESC)
Paul Jordan, Business Leader,
Innovator Support & International
Innovation is crucial to transforming
the energy system to meet the
UK ‘s Net Zero carbon emission
targets and achieve our clean
growth ambitions. Yet many energy
innovators in the UK still face
systemic challenges in getting their
products, technologies and services
into market at scale.
The Energy Innovation Centre and
Energy Systems Catapult are at the
forefront of continually looking for
ways to improve how innovators
access the market by fostering
better collaboration between energy
networks and small and mediumsized businesses (SMEs).
Since the initial report carried out
in 2017, the latest surveys suggest
energy network companies feel they
have made great strides in improving
engagement with SMEs and feel
they have a better understanding
of the challenges that innovators
face. However, many SMEs still see
plenty of room for improvement,
particularly with procurement
processes. With the survey
results indicating that the smaller
business, often have the largest
challenges. While those SMEs that
do successfully move from innovator
to supplier sometimes experience a
short honeymoon period.

As the size and scope of the energy
transformation challenge grows,
so does the need to continue to
grow levels of communication and
engagement between network
companies and innovators. So the
proposed five point plan being put
forward by the EIC should provide
SMEs with reassurance that there
is a clear blueprint for continued
improvement. From improving
network awareness of innovator
challenges to opening up channels
for feedback and quick learning. All
set against recognition of network
companies responsibilities to foster
relationships before, during and
after procurement success; and
clear milestones aimed at gauging
improvements.
The EIC are doing great work for the
sector and the action plan provides
both our organisations with great
insight and a clear action plan helping to bring Net Zero success
ever closer.
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Introduction
Innovation is vital for the UK utilities sector if it is to meet challenging
decarbonisation targets outlined in the Government’s net-zero policy.
It will require the sector to adapt to new ways of operating, the
adoption of new tools and techniques, and the cross-fertilisation of
learning and ideas from a range of different sectors.
To make this happen, utilities organisations will need to foster collaborative
partnerships with a range of new partners, technology providers, and
innovators. Many of these will be small and medium enterprises (SMEs) able
to offer niche products and services. Successful collaboration with SMEs will
require a deep understand of the types of challenges faced by the sector, to
tailor innovative products and services accordingly.
As the bridge between large utility organisations and over 7,000 smallscale SME innovators, the role of the EIC will be vital in ensuring the
sector delivers a net-zero future. As a way of facilitating better, and more
meaningful collaboration, the EIC commissioned Renuma to conduct the SME
Engagement Survey which was completed in May 2019. The survey invites the
SME community to provide feedback on its experience and engagement with
energy network companies (ENCs) so that successes and learnings can be
played back to the sector, and improvements made to how collaborations are
carried out.

EIC industry partners participating in this study

DNOs

GDNs

ELECTRICITY DISTRIBUTION
NETWORK OPERATORS

GAS DISTRIBUTION
NETWORK OPERATORS
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Vision

Methodology

The vision for this research report
was to better understand the
relationship between EIC’s network
partners and third-party innovators.
We wanted to uncover, what
challenges and opportunities exist
when it comes to facilitating more
meaningful engagements between
the two, and where further support
and guidance can be given by
organisations like the EIC and ESC.
It is hoped that this in turn will serve
to strengthen relationships between
stakeholders, and ultimately, increase
the pace and value of innovation
to networks – and importantly –
customers.

Independent research consultancy,
Renuma, specialises in the analysis
and improvement of group-to-group
relationships.
For the purposes of this study,
Renuma applied a proven
methodology to drill into the
complexities of the SME/network
relationships driving innovation.
A group of 6,977 SMEs from EIC’s
global innovator community were
invited to complete a survey about
their engagement with the gas and
electricity network operators.
Of the 6,977 SMEs contacted, 378
companies (5%) responded. In terms
of the geographical breakdown of
responses, 48% were based in the UK
– compared to 78% in the 2017 survey.

In numbers:

378

48%

SMEs responded to
the survey

SMEs based in
the UK

52%

84%

International
respondants

SMEs in business for
over 6 years
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Charting SME perspectives:
Where we are today
Key findings

1

2019’s SME engagement survey saw
responses from 378 SMEs compared
to 157 back in 2017. This increased
participation, demonstrates the
greater success that EIC and its
network partners are having when
it comes to engagement of the SME
innovator community.
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EIC and its network partners have done
considerable work since 2017 to help
positively shift the experience of network
companies when it comes to their work
with SME innovators. The results of this
work are reflected positively in the data
gathered from 2019 – this showing that
network partners feel more confident in
their engagement and communication
with SMEs. They also feel they have
an increased understanding of the
challenges the innovator community
faces.
The graph below demonstrates the shift
in perception of ENCs when it comes to
their relationships with SME innovators.
The communication, information and
purpose categories all show significant
positive shifts when compared with
2017’s data.
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Increased communication and
responsiveness key to better
collaborations

In particular, 2019’s
data shows that
SMEs feel particularly
dissatisfied when
it comes to the
communication, the
frequency of contact
and the way transitions
in personnel or projects
are being handled by
ENCs. This highlights
some of the challenges
that fairly nimble
SME innovators are
facing in their dealings
with larger ENC
organisations that have
less agility due to their
sheer size.
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When it comes to
their experience of
engaging with ENCs,
SME innovators have
indicated that there is still
work to do to improve
relationships. Figure
3 below shows that
the SME attitudes and
perceptions of working
with ENCs have remained
largely unchanged since
2017. This suggests that
while new SMEs are
being engaged with, they
are still facing similar
issues to those innovators
engaged in collaborations
back in 2017.
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Relational proximity
ENC perception
of overall
communication

SME innovator
perception
of overall
communication

68%

53%

ENC perception of
responsiveness

SME innovator
perception of
responsiveness

67%

47%

ENC perception
of frequency of
contact

SME innovator
perception
of frequency
of contact

66%

49%

ENC innovator
perception of
project/personnel
transition handling

SME innovator
perception of
project/personnel
transition handling

55%

46%

ENCs
Combined
SMEs

68%
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53%

67%

50%

47%
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52%

49%

55%

48%

46%
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Size does matter: Larger SMEs
have a more positive view of ENC
relationships

Ouritdata
shows
When
comes
to that, larger SME innovators (40 or more employees) have a
more
positiveof
view of their relationship with ENCs than those with less than 40
their
experience
employees.
According
to survey responses, smaller firms feel less understood
engaging with ENCs,
ENCs andhave
feel less able to play an influencing role within a collaboration.
SMEbyinnovators
Mutual
understanding
indicated that there is still of challenges, and the handling of personnel and / or
people
work
to do transitions,
to improve were both seen to be impacted positively or negatively
dependent
on SME size – larger firms responding more positively.
relationships. Figure
3 below shows that
below
shows the differing perceptions of SMEs of differing sizes.
the The
SMEtable
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Procurement: Stifling innovation?

Our findings suggest that SMEs without a dedicated
procurement team in place often find they have
issues with the frequency of contact, and project
transitions when working with ENCs. Our data shows
that innovators with dedicated procurement resource
have a much more positive experience of interfacing
with ENCs.
The chart below maps the impact felt for those with
and without internal procurement resource.

The comparative relational dynamics SMEs experience with ENCs, by their use of a

dedicated procurement function. The length of the bars indicate the extent to which

each group’s view differs from the average SME view, in a positive or negatice direction.
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What the innovators told us:

The inflexibility around contractual terms - contracts are
written for big companies and don’t account for the cash
flow of SMEs

“
“

“

Network Companies Ops/IT teams specify a project - then
it goes to procurement to buy it, they do not understand
what they are buying... and so don’t often ‘get’ the
innovation or the new business method

“

“
“

Procurement does not understand products so will always
look for cheaper alternatives which are not fit for purpose

Of the SMEs questioned 42% said that they had experienced a problem
with procurement when working with an ENC, with a further 41% of
these respondents saying they had not successfully navigated the ENC’s
procurement process. The flow diagram below charts the experience of SME’s
when it comes to navigating procurement issues.
Proportion of SMEs experiencing a problem with procurement whilst working with an ENC,
showing corresponding navigation of the procurement process and influence of credit rating
on success
Have you successfully
navigated the
procurement process?

Yes
59%

No
41%

Has your credit rating beena
major factor in failing to pass
procurement process?

Yes
20%
No
80%

Have you successfully
navigated the
procurement process?

Has procurement
been a problem when
working with ENCs?

Yes
42%

No
58%

Yes
45%

No
55%

Has your credit rating beena
major factor in failing to pass
procurement process?

Yes
7%
No
93%
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The changing dynamic of
relationships post-adoption

Interestingly, SME respondents said they felt that
they were treated differently once they moved from
an innovator relationship, to a supplier one – this
based on the successful adoption of their innovation
by an ENC. As an innovator moves from pitching an
innovation to then supplying it, SMEs told us that
they felt that any further developments to their
innovation were stifled as a result of the dynamic of
their relationship with the ENC changing.
The chart below maps the impact that the adoption
and non-adoption of innovations has on SME
relationships with ENCs.

Impact of innovation adoption on ENC relationship
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Taking action
on our findings:
A 5 point plan
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Taking action on our
findings: A 5 point plan
Based on the findings, EIC and Energy Systems Catapult have highlighted a
number of focus areas for the coming year to improve the experience of those
SMEs providing valuable knowledge, insights and innovations for our industry.

1. Improving ENC awareness
Develop materials that will further ENC awareness as to the pressures,
challenges and expectations of SMEs when it comes to innovation projects.
By gaining more knowledge and having a better understanding of SME
perspectives, ENCs can evolve their approach to collaborations and work more
seamlessly with innovators for the greater good of industry innovation.

2. Airing feedback and learnings early
A forum for SME innovators needs to be put in place so that they can air any
feedback about projects they are involved with early in a project lifecycle,
and also share advice with other SMEs that are involved in similar projects /
circumstances.
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3. Agreeing key milestones and 		
timeframes
Agreement needs to be made as to what appropriate and achievable
milestones and timescales are when it comes to ENCs and their need to make
key decisions on the innovation projects they are involved in. Setting these
out in the set-up stages of a collaboration will manage expectations around
deliverables and adequate response times.

4. Bringing greater responsibility and 		
governance
A framework or escalation process needs to be put in place in order to keep
all parties on track when it comes to delivering and taking responsibility
for the key elements of innovation projects. Guidelines on the reporting of
key milestones and communication response times will be included in this
framework so that projects can be flagged should issues occur.

5. Post-adoption and aftercare process
Development of a programme of aftercare for SMEs and ENCs which sets
out a series of steps to be taken in the longer term after adoption of an
innovation should be adopted by the industry. A series of touchpoints between
SMEs and ENCs should be formalised on a timeline so that opportunities to
evaluate, repurpose and reinvigorate an innovation can be put in place over the
longer term. This will help strengthen the relationship of SMEs and ENCs and
safeguard the dynamics of their relationship in the post-adoption phase.
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