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ABOUT THIS REPORT
Distributed generation: a brighter future? is an Economist Intelligence Unit report, sponsored by E.ON.
In this paper, The Economist Intelligence Unit examines the growth in distributed generation, as an
increasing number of UK businesses are meeting a greater proportion of their energy needs through
electricity generated themselves, on-site. This report seeks to examine the impact that distributed
generation could have on UK businesses.
To do so, we surveyed 450 senior executives with familiarity of their companies’ energy strategies
in April-May 2018. The survey focused exclusively on executives from energy-intensive industries:
manufacturing, transport and logistics, hospitality and retail. Half of the respondents are either
members of their companies’ boards or hold C-level positions; the remainder are other senior
managers and executives. All are from UK businesses with annual revenue exceeding £100m.
The Economist Intelligence Unit supplemented the survey results with in-depth interviews with
executives and industry experts. We would like to thank all survey respondents, as well as the following
executives (listed alphabetically by company), for their time and insights:
l Richard Carter, head of finance and sustainability, Adnams
l Ilesh Patel, partner—energy and resources, Baringa
l Simon Virley, partner and UK head of power and natural resources, KPMG
l Caroline Hill, head of sustainability and public affairs, Landsec
l Tom Byrne, sustainability manager, Landsec
l Stuart Ravens, principal research analyst, Navigant Research
l James Pitcher, director of sustainability, Whitbread
This paper was written by Jessica Twentyman and edited by Jeremy Kingsley.
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EXECUTIVE SUMMARY
A profound shift is under way in the UK energy market, as companies increasingly turn to their own,
on-site generation of power in order to meet at least some of their energy needs. While centralised
production at power plants continues to dominate, leaders of many energy-intensive businesses
are exploring ways to put themselves in better control of their energy supply: recognising that how
energy is produced, how reliably it is delivered and at what price is a key factor in their profitability,
sustainability and resilience.
In this Economist Intelligence Unit report, sponsored by E.ON, we explore this shift among bulk users
of energy in the manufacturing, transport and logistics, hospitality, and retail industries. The research is
based on a survey of 450 senior executives at such organisations and explores the reasons behind the
move to self-generation and the value they derive from it. To complement these insights, we spoke in
depth with senior executives and independent experts.
The key findings include:
l Distributed energy is here.
More than one in three respondents (35%) report that their company already produces at least some
of its own electricity through on-site generation. Businesses in the retail sector lead the way, with
39% of respondents saying they produce some energy this way.
l The trend is likely to pick up pace.
More than two-thirds (69%) report that their company is investigating ways of increasing the
amount of electricity they generate on-site. A similarly high number (72%) say that their business
has moderately or significantly factored self-generation of electricity into its strategic planning.
l Appetite varies by sector.
Respondents in the manufacturing sector show the most room for growth. They are currently selfgenerating the smallest proportion of their energy needs compared with other sectors (though
they are the most energy intensive) and more than three-quarters (76%) say they are investigating
expanding self-generation. Meanwhile, the hospitality industry, a relative laggard, is the most likely
sector to respond to further incentives.
l Businesses are primarily driven by cost.
Both the rising cost of wholesale energy prices, which are above-average in the UK, and the falling
cost of self-generation technologies and capabilities, are driving businesses towards distributed
energy. Our survey found that just under half (48%) of businesses currently producing their
own electricity cite cost savings as one of their top two main reasons for doing so. However,
environmental considerations (whether intrinsic or because of positive associations and brand lift)
are also a strong motivator.
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l Solar power is by far the most popular means of self-generation.
Six in ten businesses who told us they are generating their own energy are using solar power. Wind
power was cited by 27% of these firms. The rooftops of hotels, shops and office buildings can easily
accommodate solar arrays and don’t take up space that might be required for other uses. But the
figures suggest room for greater adoption of alternative sources. Though just 27% of self-generators
currently use wind, more than half (53%) are considering adopting it.
l Respondents still see a role for traditional utilities providers.
Sixty-two percent strongly or somewhat agree that electricity utilities should remain the main
energy producers, to enable economies of scale.
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PART ONE:
The shift to decentralised power
production
From solar arrays on the rooftops of hotels, shops, distribution hubs and factories to combined heat
and power (CHP) systems in their basements, Britain’s businesses are increasingly installing the
means to generate at least some of their own electricity. In doing so, large-scale energy users—such as
manufacturers, transportation companies, owners of large chains of hotels and operators of shopping
malls—hope to drive down their overall electricity bills, while becoming greener in their energy use and
less reliant on third-party providers for their supply.
Some businesses have already travelled a fair distance down this path, while others are weighing up the
pros and cons, according to a new survey of 450 UK business executives conducted by The Economist
Intelligence Unit and sponsored by E.ON.
More than a third of respondents (35%) reported that their company already produces at least some of
its own electricity through on-site generation, using equipment such as solar panels and CHP systems
(see chart 1). And of those businesses not currently generating their own electricity, most (64%) report
that they are investigating doing so.
These investments and strategic plans are leading to a trend of decentralisation in energy
production, with significant implications for utilities firms in terms of planning for changing patterns
of demand from large-scale energy users and adapting to new ways to manage more decentralised
distribution networks.

Chart 1: Generation gap
Companies producing and investigating the self-generation of on-site electricity
(% of respondents)

Number of businesses that self-generate
Number of businesses investigating increasing the amount of electricity they self-generate
39.1%

Retail

36.5%

Manufacturing

Logistics/Transport
Hospitality

68.7%

32.7%
30.9%

75.7%
64.5%
66.4%

Source: The Economist Intelligence Unit.
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WHAT IS DISTRIBUTED
GENERATION?
In this report, following the definition of the

energy produced at large centralised plants

World Alliance for Decentralised Energy, we

elsewhere and sent through the national grid.

take distributed energy, or decentralised

This production can encompass any size of

energy, to refer to electricity production

operation, technology or fuel used, both off-

at or near the point of use, rather than

grid and on-grid.

That’s not to say that traditional and familiar centralised energy production will be consigned to
the past any time soon. The UK, like much of Europe and the rest of the world, relies principally on
centralised power: large, high-capacity plants, built at great cost over long timescales and with the
largest providing as much as 6% of the UK’s total energy supply.1
With large infrastructure projects often planned decades before they become operational, the reliance
on centralised energy continues. On a giant building site at Hinkley Point on the Somerset coast,
construction is under way on what is said to be the world’s most expensive power station, Hinkley Point
C, a 3.2-GW nuclear facility due to come into service some time in 2025. When it does, it is expected to
meet around 7% of the UK’s overall energy requirement.
More recently, in June 2018 the UK government announced it had reached an initial agreement with
Japanese conglomerate Hitachi on plans to build a second new nuclear power station at Wylfa, on the
Isle of Anglesey in North Wales. Once it comes online in the mid-2020s, Wylfa could generate about 2.9
GW of electricity, enough to power about 5m homes.
In 2016 the majority of the UK’s electricity was still produced at power plants burning fossil fuels, mainly
natural gas (accounting for 42% of total generation) and coal (9%), according to figures from Energy
UK.2 A fifth (21%) came from nuclear power stations.
But against this backdrop of continued reliance on centralised power, another, more disruptive trend is
emerging as companies begin to explore self-generation for at least some of their energy.
The main reason behind the move to distributed energy and self-production is cost, says Simon Virley,
a partner and UK head of energy at management consultancy KPMG. Between 2009 and 2015 Mr Virley
was director-general at the UK Department of Energy and Climate Change, responsible for advising
1 https://www.drax.com/about-us/
https://www.energy-uk.org.uk/energyindustry/electricity-generation.html
2

the government on all aspects of the UK energy market.
The UK’s industrial electricity prices are among the highest in the EU15.3 “Companies have experienced
rising energy costs along with everyone else,” he explains. The UK government offers some financial
exemptions to energy-intensive firms, particularly manufacturing companies, he notes. These allow

https://assets.publishing.service.gov.uk/
government/uploads/system /uploads/
attachment_data/fil
3
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them to sidestep, for example, the policy costs associated with subsidising renewable energy, “but
they’re not exempt from increases in wholesale costs, which have risen steadily over the last ten to
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15 years, nor are they exempt from the increase in costs associated with the management of grid
infrastructure, which represent an increasing share of energy bills.”
In other words, wholesale energy bills are made up of commodity costs (the cost of the energy itself)
and non-commodity costs (other charges). While commodity costs made up around three-quarters
of commercial users’ energy bills as recently as 2012, non-commodity costs (charges associated with
transmission, distribution and policy costs) have been steadily rising and now account for around half
the energy bill of wholesale customers.
The flipside of this cost argument, according to Stuart Ravens, principal research analyst at market
research company Navigant Research, is that the cost associated with buying and installing energygenerating equipment on their own sites keeps coming down. “We’ve seen a big reduction in the cost
of solar panels, for example, and we’re now seeing big reductions in the cost of batteries, which are also
an important part of the distributed energy picture,” he says.
When respondents are asked about the reasons behind their company’s interest in producing its own
electricity, cost savings are way out in front, cited by 48% of respondents.

Chart 2
What are your company’s main reasons for producing its own electricity?
(% of respondents)

48%

Cost savings
Environmental considerations

38%

Tax or other incentives
for renewable fuels

37%

Brand perception as a "green"/
sustainable/innovative business

27%

Supply reliability

23%

Strategic decision to enter
power production business
Opportunity to sell excess
power into the grid

21%
6%

Source: The Economist Intelligence Unit.

Other reasons highlight the emphasis on renewable-energy sources that companies are principally
relying on. For example, environmental considerations are cited by 38% as a reason to produce their
own energy. Thirty-seven percent, meanwhile, mention tax breaks or other incentives for the use of
renewables and 27% cite the desire to be seen as a green, sustainable and/or innovative business.
“If you look at some of the big technology companies running huge data centres—Google, for example,
or Amazon—there’s a definite movement in the direction of wanting to run on 100% renewable power,
often involving on-site generation of that power,” says Mr Virley at KPMG. “In the UK, we’re starting to
see similar ambitions among large retailers, particularly the big supermarket chains and, to a lesser
extent, manufacturing companies, but that will come.”
© The Economist Intelligence Unit Limited 2018
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That’s not to say that many companies plan to ditch their utility provider completely. Sixty-two percent
of respondents strongly or somewhat agree that electricity utilities should remain the main energy
producers, to enable economies of scale.
But either way, there’s plenty of evidence that the UK energy market is changing fast and that the
utility of the future is likely to play a rather different role in its work with businesses, particularly those
in energy-intensive industries.
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PART TWO:
Early movers
Retailers lead the way, with widespread adoption of solar.
At the White Rose shopping centre in Leeds, a giant rooftop solar system comprising 2,900 panels is
said by its owner, property company Landsec, to be the largest installation of its kind at a UK retail site.
Unveiled in August 2017, it will generate 680 MWh per year, catering to up to 20% of the building’s
consumption, according to Tom Byrne, sustainability manager at the company.
On sunny summer days, he adds, it can meet as much as half of the site’s daily power needs. What’s
more, the landlord areas of the mall (the non-communal areas such as behind-the-scenes offices) can
now be run entirely on energy generated on the rooftop on such days. “That’s a major achievement for
us in terms of energy savings, carbon savings resilience and cost benefits,” he says.
The White Rose solar array is by far the largest energy-generation facility owned by Landsec, but there
are others, and they play a key role in helping the company to stay on track in its aim to cut its carbon
intensity (the amount of carbon emitted per unit energy produced) by 40% by 2030, against a 201314 baseline, according to Caroline Hill, Landsec’s head of sustainability and public affairs. The firm is
working towards a Science-Based Target4 to reduce emissions by 80% by 2050, she explains. According
to the company’s 2017 annual report, it has already achieved an almost 29% reduction.
In fact, Landsec now has solar panels on ten properties across its portfolio, including shopping centres
and office buildings, and it’s looking to install more. “The beauty of this technology is that it’s easy
to install and easy to manage,” says Mr Byrne. “Everything’s improved—not just the efficiency of the
panels themselves but how well they integrate into overall building management. The real-time
data we get from panels allows us to see, hour by hour, how well the system is performing, whether
individual panels need maintenance work and so on.”
Survey findings confirm that businesses in the retail industry are leaders when it comes to selfgeneration. Nearly four in ten businesses (39%) in this sector reported that they met at least some
of their energy needs with electricity generated on-site. Having overcome barriers to market entry
to a greater extent than others, retailers are also less likely to see the need for further subsidies, when
compared with the other industries we surveyed.
From a resilience perspective, on-site solar energy production helps Landsec to reduce its dependency
on the UK grid, which comes under intense pressure during times of peak demand, leading to concerns
over power cuts, says Ms Hill. “Plus, what’s great about solar is that it’s very visible and it’s a really good
way for us as a company to engage with the public on sustainability and carbon reduction. There’s a
brand perception factor here that is really important to us,” she adds.

© The Economist Intelligence Unit Limited 2018

The Science-Based Targets Initiative (SBTi)
is an initiative to assist companies in setting
meaningful carbon reduction goals, managed
by a partnership comprising of not-for-profit
consultancy Carbon Disclosure Project,
UN Global Compact, the World Resource
Institute and the World Wildlife Fund. https://
sciencebasedtargets.org/
4
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SOLAR POWER SHINES
The relative amounts of electricity obtained from each source as a
proportion of total electricity generated on-site among self-generators

Wind

Hydroelectric

Solar

Non-renewable sources

Biomass

Solar stands out as by far the most popular

distance (27%), as a less readily off-the-shelf

option for on-site energy generation, due in

source to adopt. Wind generation takes up

part to the convenience and space-benefits of

more space and turbines are subject to more

installing solar arrays on rooftops that might

challenging planning requirements. Other

otherwise go unused, and the maturity of the

forms of electricity generation reported by

technology for the self-generation market.

self-generators are non-renewable sources

Among the self-generators surveyed, six out
of ten (61%) report using solar. Wind is the

(8%), hydroelectric (2%) and biomass (also
2%).

second most popular source, but lags by some
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Indeed, nearly one in five (18%) businesses surveyed cite brand perception as the single best argument
in favour of self-generation. While less of a motivating factor for manufacturing companies, 30%
of respondents from self-generators in hospitality, logistics and transportation agree that brand
perception (“as a green, sustainable and/or innovative company”) is one of their main reasons for
self-generation.
James Pitcher, director of sustainability at hospitality company Whitbread, owner of Premier Inns and
Costa Coffee, among other brands, recognises this motivation. In May 2018 the company announced
plans to extend its solar programme, which has already put panels on the rooftops of 88 Premier Inn
hotels nationwide, to a further 70 hotels (the chain runs more 750 in the UK in all).
“First and foremost, it’s the right thing to do and a clear, public sign of our commitment to
sustainability—but it’s also a sensible financial investment, involving a technology that’s dropping in
price and increasing in effectiveness, and which increases the energy efficiency of our operations by
partially offsetting the energy needs of each hotel, which has a small but significant impact on costs,”
says Mr Pitcher.

Chart 3: Most industries meet only a small proportion of their overall energy needs
with self-generation. Over two-thirds of manufacturers surveyed meet under 20%
of their needs through self-generation. Retailers and hospitality firms are more
likely to self-generate for a greater proportion of their needs.
Proportion
of energy
self-generated

Under 20%

20-39%

40-59%

Retail

38%

38%

20%

Hospitality

38%

41%

21%

Logistics/
Transport

39%

33%

22%

69%

21%

10%

Manufacturing

60-79%

3%

Source: The Economist Intelligence Unit. Figures exclude “don’t know” responses.
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When this second phase of roll-out is complete, says Mr Pitcher, Whitbread will have installed panels
on 20% of its Premier Inn portfolio, with a combined capacity of 3 MW.
But it is still early days for self-generation of energy. Whitbread is a pioneer in a sector that, according
to the survey, shows less interest in self-generation when compared with the other energy-intensive
industries.
Among early movers, the greatest proportion (47%) meet less than 20% of their company’s electricity
needs through self-generation (see chart 3). And, indeed, it remains the case that just under twothirds of businesses are not meeting any of their electricity needs through self-generation. Most of
them (64%) are not considering producing any, either, which amounts to nearly a quarter (23%) of all
respondents.
Gathering momentum
The trend is gathering momentum, however, with several prominent UK companies recently
announcing new projects in on-site power generation. In July 2018, for example, consumer packaged
goods company Nestle opened a nine-turbine wind farm in Dumfries and Galloway in Scotland, which
will produce around 125 GWh of power annually. This is enough, the company claims, to supply half the
annual electricity demands of its factories, offices and warehouses in the UK and Ireland.
In June Screwfix, a DIY retailer owned by home improvement giant Kingfisher, announced its first
net-zero energy store, featuring an on-site solar array, battery storage and an air source heat pump.
According to Kingfisher, energy generated by the solar panels at the Peterborough store will run the
building during the day and charge the batteries to provide power at night, while the heat pump will
replace existing gas and electric heating units.
And in Crewe, construction has begun on a 10,000 unit-strong solar farm at the factory of carmaker
Bentley. Once completed, these panels will provide 2.7 MWh to the factory, or around a quarter of its
total power consumption.
Among those survey respondents who have already made the move, self-generation of electricity is
widely regarded to have delivered impressive rewards. Three-quarters (75%) of these respondents
say it has had a slightly or strongly positive impact on the cost of business operations, and they are
marginally more likely to consider that impact strong than slight (39% v 36%). The same proportion
(75%) of self-generators report a slightly or strongly positive impact on reliability of business
operations, with 42% reporting a strongly positive impact.
Seventy-four percent, meanwhile, say it’s had a slightly or strongly positive impact on their company’s
environmental impact, with 38% reporting a strongly positive impact. When it comes to perceived
sustainability of operations, 69% report a slightly or strongly positive impact, with 32% reporting a
strongly positive impact.

12
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Challenges and concerns
However, respondents do recognise arguments against self-generation of power. When asked what
they regarded as the best argument against self-generation, the high up-front cost was the topmost
concern (reported by 37%), while a lack of understanding/expertise in electricity generation (30%),
and a reduced focus on their core business (24%) were also recognised. Those respondents not
currently producing, and claiming not to be investigating doing so, are much more likely to report
a lack of understanding and expertise in electricity generation as the single best argument against
self-generation (37% of this group said so, compared with an average of 26% among producers and
those considering).
Another related prominent issue for companies is confusion over government subsidies and changing
taxation rules around energy generation. Nearly two-thirds of respondents surveyed (64%) agreed that
their companies find these difficult to navigate. A particular bugbear is recent changes to feed-in tariffs
(FITs), a scheme administered by Ofgem. FITs are payments that companies and consumers receive in
return for generating at least some of their own energy, and these have been subject to numerous caps
and cuts in recent years. The first phase of Whitbread’s solar project at Premier Inns was accelerated in
order to take advantage of earlier incentives before they were changed, says Mr Pitcher.
But for many, it appears that the incentives simply aren’t worth the bother. At the Southwold, Suffolkbased headquarters of brewery company Adnams, head of finance and sustainability Richard Carter
says that although the company has a very tiny amount of self-generation using solar, it doesn’t have
plans to go any further.
“That’s not to say we’re not interested in sustainability—we are. It’s a very important part of what we
do and who we are as a business, which is why we source 100% renewable electricity from our energy
supplier, for example,” he says.
“But energy generation is quite capital-intensive and for a relatively small business such as ours, that
kind of capex [capital expenditure] isn’t as achievable as it might be for bigger companies,” he says.

We’re no more
experts in generating
electricity than
energy suppliers
are at making beer,
so why would we
dabble in somebody
else’s area of
expertise?
– Richard Carter, Head of
Sustainability at Adnams, Plc.

“Self-generation is also quite time-consuming. It’s a complicated area and one in which we’re not really
experts. We’re no more experts in generating electricity than energy suppliers are at making beer, so
why would we dabble in somebody else’s area of expertise?”
Instead, he continues, the main focus at Adnams is on achieving energy efficiencies within its business.
“We’ve installed a closed-loop water system combined with heat recovery that will dramatically
reduce water consumption in our distillery by as much as 50%, but it’s also going to reduce energy
consumption by 15% and that’s really significant. For us, concentrating on reducing our own energy
demands is a far better approach.”

© The Economist Intelligence Unit Limited 2018
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PART THREE:
Looking ahead
Distributed energy benefits companies. But what are the implications
for utilities providers and network operators?
While generating power was once the preserve of big energy companies, at least some of that work can
now be performed by any business or consumer as new technologies become more readily available
and cost-effective. And as more distributed energy comes online, important implications for utilities
providers and network operators are emerging.
As Mr Virley at KPMG explains: “The big question, as I see it, is who is going to pay for the grid in the
future—the fixed costs associated with building and maintaining transmission lines? If more and more
companies go off-grid and become essentially energy self-sufficient, utilities are left with a diminishing
number of customers to pay these costs, which obviously results in an inequitable distribution of those
grid costs among remaining customers.”
This thorny question is the subject of Ofgem’s Targeted Charging Review, which aims to figure out
how to make grid access rights flexible and capacity tradable. In November 2017 Ofgem said that there
could be a move towards network charges based on gross demand rather than net. However, this could
prove unpopular, as it would mean that self-generating businesses also face network charges. Before
moving ahead with these plans, which it expects to come into force by 2020/21, Ofgem said that it
would consult with its customers.
“Business models and charging mechanisms are going to have to change—there’s no question in my
mind about it,” says Mr Virley. “The traditional utility model based on centralised supply is under severe
pressure from technological change and regulatory interventions.
There is also the question of whether local grids will be able to cope with two-way flows of energy
as more companies seek to sell the energy they generate back to the grid. Today, only 6% of survey
respondents say that they are seeking the opportunity to sell excess power back to the grid, but that
looks likely to change as many more invest in energy storage in the form of batteries. Battery prices are
falling rapidly, opening up opportunities for companies to create new revenue streams, by storing at
least some of the energy they create and selling it on.
This could create challenges for distribution network operators (DNOs), the companies that own the
cables and towers that bridge the gap between the national transmission network on one side, and
homes and businesses on the other.
As Mr Virley points out: “A two-way flow on these networks, where power is being pushed back into the
grid at times when there’s excess power locally creates a need to manage local grids much more closely
on a minute-by-minute, second-by-second basis, to keep frequencies within the ranges at which they
14
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need to be maintained and ensure the local grid doesn’t trip.” That’s a big change, he adds, from the
unidirectional flows that DNOs are accustomed to managing.
This trend, he adds, will force today’s DNOs to become distribution system operators, or DSOs—
innovative companies that use smart grid technologies to move away from this traditional role of
delivering electricity in one direction from centralised power plants to homes and businesses, in favour
of acting as operators of “smart platforms” that actively manage and balance supply and demand in
local areas, from a range of decentralised sources.
Then there’s the rise of electric vehicles (EVs), which will also bring new complexities, not just for
utilities but also for many of their business customers. A report recently released by the Society of
Motor Manufacturers and Traders shows that 11,240 electric and hybrid vehicles were sold in the UK
in May 2018, up by 36% on May 2017. The market share for this sector increased to 5.8% of all sales,
compared with 4.4% a year earlier. In the first five months of 2018 electric/hybrid sales stood at over
57,000, representing a year-on-year rise of 19.5%.5
Increasing numbers of EV owners will be looking to plug in their cars when they visit a supermarket,
check into a hotel or simply arrive at work. It will take some pretty smart management across the entire
grid in order to cope with the inevitable peaks in demand that occur at charging stations at certain
times of the day, because charging an electric vehicle relies on a higher capacity and faster charging
connections compared with charging other kinds of appliances. For hotel car parks and motorway
service stations, for example, capacity constraints in terms of the quantities of energy that can be
delivered to a site during peak periods could quickly become an issue.
According to the June 2018 Future Energy Scenarios report from the UK’s National Grid, the
combination of deeper EV penetration, smarter charging and the emergence of vehicle-to-grid
technologies, which enable EVs to discharge unused electricity back into the network when it isn’t
needed, look set to increase peak electricity demand by between 3 and 8 GW in 2030 (a rise of 4-14%)
and by between 3 and 13 GW in 2050 (6-22%)6.
New patterns in electricity flows across the grid, meanwhile, will open up new opportunities for
demand-side response aggregators, but these are likely to face increasing competition from utilities
companies and DSOs, says Ilesh Patel, head of the energy generation and trading practice at
consultancy firm Baringa. Demand response is the mechanism by which companies and consumers
reduce or shift electricity use during peak periods in response to time-based rates or other forms of
financial incentives.
Many aggregators have flourished in recent years, thanks in large part to the shift to energy selfgeneration by companies. “These tech-focused firms have built some very clever software to help
businesses understand how best to use the mix of distributed energy and power that comes from
utility providers and then manage those assets on their behalf,” says Mr Patel.

https://www.smmt.co.uk/2018/06/uk-newcar-demand-warms-up-in-may-with-modest3-4-rise/
5

6
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Many of these companies are still quite small, however, and traditional utilities are increasingly
investing in similar technologies to offer those services themselves to customers. Some will begin
taking stakes in these smaller aggregator firms, or buying them outright, in order to accelerate the
process, he predicts.
Sorting through these issues will take a concerted joint effort among utilities, policymakers and energyintensive companies. A number of things need to happen in order to enable the smarter grid of the
future to operate more efficiently, says Mr Virley: “For a start, there’s the completion of the smart
meter roll-out to all businesses and homes. Then there’s the transition to time-of-use tariffs, careful
consideration of how much value might be attributed to energy storage in the balancing and capacity
markets, and the likely impact of EVs,” he says.
The outlook for the UK’s power plants as a centralised means of production, then, is extremely
mixed. The UK government has recently laid out new rules that will force all coal power stations to
close by 2025, but many are closing already as their profitability and efficiency plunges. The impact of
renewables, too, is having a significant effect. In April the National Grid warned their operators that
they may be instructed to curtail production this summer in order to accommodate rising volumes
of wind and solar generation. That points to a general shift to more distributed generation, further
eroding revenue for the operators of traditional power stations. Already, around 13 GW of solar
generating capacity is connected directly to local distribution networks, equivalent to four times the
expected output of Hinkley Point C.
Utilities companies, however, will still have a big role to play, although the nature of their business,
particularly when it comes to working with energy-intensive companies, looks set to change. Sixty-two
percent of respondents agree that these firms should de-emphasise future construction of capitalintensive power plants, to leave more room for independent power producers.
The future relationship of utilities and energy-intensive business customers will instead look far
more collaborative—but the latter group will become increasingly more savvy shoppers and be
reluctant to pay higher bills. More than half (52%) strongly or somewhat agree that the cost of energy
will probably fall if more power production is decentralised, due to increased competition between
power producers.
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A BRIGHTER FUTURE?

CONCLUSION
A profound shift is under way in UK energy production. Distributed energy is here, and a trend likely
to pick up pace as more business opt to meet a greater proportion of their energy needs through
self-generation.
When asked to what extent their company has factored self-generation of power into its strategy
planning, one in four executives surveyed say it has done so significantly, while 47% say it has done so
to a moderate extent. Yet successful strategies depend on the backing from the topmost parts of the
company, specifically the board (see chart 4).
The pressure is on for utilities companies to radically rethink their business models. For many, future
success will depend on their ability to partner with energy-intensive companies on their distributed
energy journeys, assisting them in the design, procurement and implementation of on-site energy
generation equipment, and its ongoing operation and maintenance.
Even without the impact of renewable power generation and only limited adoption of EVs to date,
Britain’s power grid is under increasing pressure, and that trend is set to continue. Electricity pricing,
meanwhile, is volatile, but on a general upwards trajectory. For many companies, particularly those in
energy-intensive industries, it will simply make good business sense to generate at least some of their
own energy, store it when it is abundant and cheap, and tap into it when grid power is scarce and costly.
It is not only the ability to self-generate that drives self-generation, but complementary technologies
and capabilities such as those that allow greater insight over energy use and the ability to squeeze out
further efficiencies, as well as battery storage.
Indeed, for many, the only way to guarantee round-the-clock access to cost-efficient power will be
to make it themselves and take advantage of investment economics that are improving at breakneck
speed. In time, self-generation of power will become a valuable revenue stream and a source of new
value for business leaders, as well as an attractive form of insurance and clear sign of their company’s
green credentials.

Chart 4: Go by the board
Thinking about your company, who would you say is most likely to be
influential in driving the need to integrate self-generation of power into
strategic business planning?
(% of respondents)

42%

The board
Senior sustainability executives
(eg, chief sustainability officer)

26%
23%

The CEO
Employees without managerial
responsibilities
Don’t know

1%
7%

Source: The Economist Intelligence Unit.
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