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— SECOR

“Lord, Lord! methought what pain it was to drown:
What dreadful noise of water in mine ears!

What sights of ugly death within mine eyes!
Methought | saw a thousand fearful wracks;”

William Shakespeare - King Richard Il
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Water Competition Framework o SECOR.
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Wil 1t work?
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* Experience of large business competition

* Experience of Scottish market
* Experience of Energy
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Competltl_gp (}onadgratlonsm " SECOR =

* Margins need to be sufficient

» Retall business separation provides focus
 Critical mass of competing players required
* New entrants have generally achieved little

* Your brand value may be weaker than you
think

* Multi-service strategies have invariably failed




s going to cost __ SECORI

» Cost to implement — can cover a wide
spectrum

e | ost asset economies of scale

* Cost to operate
— Cost to acquire
— Cost to serve
— Cost to lose

« Shared Service models retain asset
economies

* |t costs money just to stand still
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Electricity Market Share
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Company Dec-02 | Jun-03 | Dec-03 | Jun-04 | Dec-04 | Jun-05 | Mar-06 | Mar-07
British Gas 22% 23% 24% 24% 23% 22% 22% 22%

Powergen 22% 22% 21% 21% 21% 21% 20% 19%

Scottish & 13% | 14% | 14% | 15% | 15% | 16% | 16% | 18%

Southern Energy

Npower 16% 16% 15% 15% 15% 15% 15% 16%

EDF Energy 15% 15% 14% 14% 13% 13% 13% 14%

ScottishPower 10% 10% 11% 12% 13% 13% 13% 12%

Others 0% 1% 1% 0% 1% 1% 0% 0%
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Customers “, ______ SECOR

« Competitors cherry pick your best customers
« The profile of your customer base will change
« Average contact profiles will change

* Average payment profiles will change
 Profitability will change

« Considerations
— Do you even know who your best customers are?
— Do you know what it is worth to retain them?
— Do you know the implications of losing them?
— Do you know who you want to lose?
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. SECOR

“The people are like water and the ruler a boat.
Water can support a boat or overturn it.”

William Shakespeare - King Richard Il
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Tackling _Cq_m_petltlor] " SEcOR|

« Competition gives customers power
— Like it or not, they have to be listened to
— Yes price is key, but when all else is equal....

* Differentiation

— Different customers want different things

— A service can be productised (a recent quick
exercise identified over 50 potential candidates)

— Products can be targeted

— This Is a totally new game to you, you will need
new skills to play
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Corporate I‘m“pact of mCompewt.l‘tllo'rl_ SECORI

* True competition leads to consolidation

— Six out of twelve energy CEOs were merged out of
a Jjob (and most of the rest were replaced)

— Specialists will form around network
— Specialists will form around brand
— Specialists will form around capability

» Considerations
— Will your company still be here in five years time?
— |Is full on competition the only answer?

— Have you thought through what you could / should
be?
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Strategic C993|derat|ons . SECORE =

 Sell supply business Passive
» Defend existing customer base
« Service provider model
 Affinity group partnership

* Symbiotic sales model

* Niche markets focus

« Targeted markets focus

» Multi-service model Aggressive




customer Value Propositions  sgcoR

Product Leadership

Pushes product into the realm of
the unknown, the untried or the
highly desirable.

e.g. Apple, Sony, Nike, Dyson.

Approach:

*choose your focus

starget excellence in this area

*maintain ‘threshold standard’ for other two

Strategic
Value
Propositions

Operational Excellence

Builds bonds with its customers, Delivers a combination of quality,

it really knows the people it price and ease of purchase that no-
sells to and the products and one else can match.

services they need. e.g. McDonalds, Tesco

e.g. Virgin Air, Gieves & Hawke.

Customer Intimacy

Source:  Treacy & Wiersema; 1995
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Sample SECOR Propositions SECOR

Business Strategy

Competition Strategy Development Competition Financial Modelling

Operational Product Customer
Excellence Leadership Intimacy
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Competition Strategy Development SECOR.

Board Competitive
Scenarios Session

Evaluate Potential Product & Service
Competitive High-Level
Positions Evaluation

Confirmation of
Competitive
Position

Organisation &
Capability
Evaluation &

Product & Service
Detailed

, Evaluation
Design

Competitive
Strategy
Implementation
Roadmap
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. SECOR

“Government and co-operation are in all things
the laws of life; anarchy and competition the
laws of death”

John Ruskin

©SECOR Consulting Limited 2008 WWWw.secorconsu [ting.com
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A Few of our Clients | SECOR
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http://www.yorkshirewater.com/

Contact Detalls

. SECOR

Contact: Peter Aggleton
Email:

Mobile: + 44 (0) 7889 486 014
Office: + 44 (0) 844 561 6681
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