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1 Introduction 1 

Since its introduction in the late 1980s and early 1990s in Britain,1 energy regulation has 2 

tended to be a highly centralised and technocratic procedure [1]. The regulator acts on behalf 3 

of energy customers, with little direct interaction between the regulated companies and their 4 

customers. However, over the past decade a concerted effort has been made in Britain to 5 

encourage and incentivise regulated companies to engage directly with their customers 6 

through a process known as customer engagement (CE). Given its increasing prominence in 7 

the regulatory framework for energy networks, the purpose of this paper is to take stock of 8 

customer engagement as a regulatory approach and to examine how various stakeholders 9 

involved in the regulatory process (the regulator, distribution companies, members of 10 

Customer Engagement Groups (CEGs) and sector analysts) have experienced it and judge its 11 

importance in future price control reviews. Through desk-based research and stakeholder 12 

interviews, we trace the introduction and evolution of CE within the regulatory framework 13 

for energy systems (focusing on gas and electricity distribution) from 2010 to 2020, and 14 

review how it has been perceived and implemented by the regulatory agency and the 15 

regulated network companies. Based on this analysis we discuss what lessons can be learned 16 

as the challenge of transitioning to more active and flexible local and regional energy 17 

distribution networks is faced.  18 

The paper is structured as follows:  19 

In the next section, we review relevant literature on customer engagement in network 20 

regulation, looking across energy, water and other regulated industries. This literature has 21 

been mainly written from a regulatory economics perspective but it is highly relevant as these 22 

ideas have formed the basis of Ofgem’s (the British energy regulator) approach to CE for 23 

electricity and gas distribution.  24 

We then outline our analytical approach. Drawing on a recent strand of literature in the 25 

energy innovation and transitions fields, we frame CE as a ‘regulatory experiment’. 26 

Regulatory experiments are new tools or initiatives introduced by regulatory agencies as a 27 

means of moving towards a more innovation-friendly regulatory model. CE is relevant to this 28 

strand of the literature because it is still unclear whether CE in British energy regulation is 29 

                                                 

1 The gas regulator (Ofgas) was founded in 1986 while the electricity regulator (Offer) was founded in 1990, 

both were merged in 2000 to form Ofgem. 
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viewed as a temporary ‘experiment’ or the start of a deeper structural change in the 1 

regulatory model. There is a broader effort to develop more adaptive and reflexive 2 

governance models for energy networks and framing CE as a regulatory experiment suggests 3 

potential tensions between these efforts and more established and embedded regulatory 4 

frameworks. 5 

Based on this framing, we then set out our empirical strategy and outline our case study of the 6 

British experience of implementing CE over the past decade. This is a necessarily cross-7 

sector analysis as CE has been applied in different ways across the energy and water sectors. 8 

We, therefore, draw on insights and experiences of two regulatory agencies: Ofgem 9 

(electricity and gas markets in Britain) and Ofwat (water in England and Wales). 10 

Our discussion then focuses on the challenges of moving from an experimental phase and 11 

embedding CE in the mainstream regulatory framework. Reflecting on the experience of CE, 12 

and drawing on a range of stakeholder perspectives, we identify several challenges and 13 

opportunities for CE going forward: 1) To more clearly articulate the roles and 14 

responsibilities of customers, network companies and the regulator in relation to CE as a 15 

form of regulatory governance:2 2) The issue of trust in relation to CE: 3) How wider changes 16 

to the governance of energy in the UK political context will present new challenges and 17 

opportunities for CE in the 2020s.  18 

2 What is customer engagement? Background and literature review 19 

The background to CE in monopoly regulation in the British context was a 2006 review 20 

regarding current regulatory practices, including the water and energy industries [2].  21 

Recommendations were made to ensure that regulatory practices continued to promote 22 

competition, that best practice was being followed and that regulators showed value for 23 

money. There was recognition within the report that a standalone customer representation 24 

body would be more transparent and effective and that cooperation between regulators 25 

through a formal working group could also increase the regulators’ effectiveness.  26 

Following on from this, an academic and regulatory policy debate ensued which discussed 27 

how to involve customers more in the regulatory process, in line with the wider objective of 28 

                                                 

2 Where governance is defined as ‘institutions, policies, regulations, rules and incentives and the means by 

which they were put in place’ [60 pp.4]. 
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streamlining regulation. Stephen Littlechild, the electricity regulator during the 1990s, then 1 

writing as an academic economist, became a strong advocate of CE as a solution and began to 2 

frame it as a means of reducing the regulatory burden on companies and providing better 3 

outcomes for customers [e.g. 3–6].  4 

In response to the 2006 report, Littlechild [7] suggested that a new style of regulation was 5 

required as the many natural monopoly utility businesses served different consumers with 6 

varying needs and demands on the businesses. The initial regulatory model he designed in the 7 

1980s and implemented in the 1990s as the electricity regulator was based on providing 8 

strong incentives to network companies to improve their efficiency, to be achieved by 9 

controlling their prices and allowing them to retain earnings as profits if they outperformed 10 

the regulator’s expectations (often termed incentive regulation or RPI-X regulation). This, 11 

while successful on its own terms, had become increasingly bureaucratic and limited the 12 

flexibility of the utility companies and the regulator.  13 

Littlechild (2008) later recommended using a method similar to that of ‘negotiated 14 

settlement’ as deployed in some US states, where revenue is decided through negotiation 15 

between the regulated company and its customers. An alternative put forward was the 16 

‘constructive engagement’ approach, already being used by the Civil Aviation Authority 17 

(CAA) in Britain. Here negotiation takes place between the regulated company and the 18 

customer, but within boundaries provided by the regulator. Both approaches would allow for 19 

‘the prospect of greater deregulation’ [7 pp.36]; a move back to ‘regulation with a light-rein’, 20 

thus enabling the reduction of regulatory overheads as recommended by the Select 21 

Committee [2]. Littlechild emphasised the need to return to the original tenants of his 22 

regulatory philosophy – that customer choice and competition is better protection from 23 

monopoly power than regulation – an approach also advocated by Pollitt [8]. 24 

Recently, other contributions have framed the CE approach in more customer-centric terms; 25 

this new style of regulation is required as the many natural monopoly utility businesses serve 26 

different consumers with varying needs and demands [e.g. 9–12]. The growth in the use of 27 

stakeholder and citizen participation language is reflected in regulatory documents 28 

worldwide, with the recognition that CE cannot have a ‘one size fits all’ definition of 29 

participation or what it hopes to achieve [13]. 30 

The ability to frame the CE approach as a means of streamlining, and even reducing, 31 

regulation, whilst enhancing the role of customers in the governance of energy networks, 32 



5 
 

traditionally a technocratic and closed domain, enabled the concept to gain purchase in 1 

regulatory policy debates and gain buy-in from a wide range of academics and commentators. 2 

Within regulated industries (e.g. energy, water, telecoms, aviation) differing methods of 3 

customer engagement have been devised [14] with varying motivations, such as: 4 

• a need to recognise the changing role of the customer and to increase trust, 5 

accountability and legitimacy in the regulatory process [10,15];  6 

• to consider new methods of regulation that recognise the importance of social and 7 

environmental, as well as economic, goals [15] 8 

• reducing regulatory intervention and changing the focus of companies from the 9 

regulator to the customer;  10 

• reducing complexities and costs; 11 

• changing the role of the regulator to become a facilitator of market processes rather 12 

than the decision-maker;  13 

• to ensure the protection of vulnerable customers [11]; and, more recently, 14 

• to include sustainability and decarbonisation objectives [16,17]. 15 

A recent paper by Hahn et al. [18] analysed the CE methods used by energy and water 16 

regulators in the UK, US, Canada and Australia and the UK Civil Aviation Authority, 17 

suggesting four stylized models of CE based on how it has been conducted and the level of 18 

involvement by the regulator in the revenue decision (see Table 1).   19 

Table 1: Stylized models of customer engagement [source: 18] 20 

                                                                                               Regulator allows or encourages negotiation 

 

Regulator requires formal 
assessment of customer 
demands or preferences 

 No Yes 

No  Traditional Regulation Negotiation 

Yes Customer-centric 
Regulation 

Negotiation Plus 

In Hahn et al’s [18] typology, two extremes of CE are suggested, with negotiation at one end 21 

(limited regulatory intervention and maximum customer involvement) and traditional 22 

regulation (limited customer involvement and maximum regulatory intervention) at the other. 23 

For both traditional regulation and customer-centric regulation, the regulator makes the final 24 

decision on accepted prices, whereas, in negotiation and negotiation plus, this requirement 25 

falls to the companies and their stakeholders.  26 
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Littlechild, in his work to simplify price controls through deregulation, has recommended a 1 

negotiated settlement or a constructive engagement approach, both of which fall under the 2 

negotiation category, however constructive engagement is considered as negotiation plus due 3 

to the regulator’s continued influence in the CE processes. Hahn et al [18] applied their 4 

definitions to suggest a method of assessing the value of CE to improving welfare and 5 

suggested that an economic efficiency yardstick could be introduced to evaluate CE 6 

approaches.  7 

As we shall see below, the British regulators have created bespoke CE approaches, each with 8 

different methods of implementation and assessment within their price control reviews. Both 9 

Ofwat and Ofgem have moved from traditional regulation to customer-centric regulation, 10 

however, the methods used for CE and how it is valued within the regulatory review process 11 

differ (this is discussed further in Section 5). 12 

3 Customer engagement as a regulatory experiment 13 

As we outline in the empirical section below, CE was introduced in Britain in the early 2010s 14 

in the context of a broader effort to transform the regulatory model for energy networks and 15 

align it with long term system transition goals. The focus began to shift from cutting costs 16 

and achieving short term efficiencies, with greater emphasis on long term investment and 17 

innovation, whilst achieving desired outputs, in line with customer demands. While much of 18 

the existing literature on CE discussed above is from a regulatory economics perspective, 19 

evaluating the economic efficiency benefits of different CE models, there has been little 20 

comment on the effect CE may – or may not – have in enabling transitional change. While 21 

negotiation or negotiation plus may be more in line with Littlechild’s vision of deregulation, 22 

it is unclear which form of Hahn’s CE approaches are most beneficial to energy system 23 

transitions. However, as some form of customer engagement is preferable to the traditional 24 

regulation of RPI-X, it could be suggested that customer-centric regulation may be an 25 

experimental ‘next step’ to understand the changing role of regulation within energy system 26 

change. 27 

A relevant strand of literature has emerged in the sustainability transitions and innovation 28 

studies fields which examines the introduction of ‘regulatory experiments’ as a means of 29 

stimulating innovations in the networks, such as the development of smart grids [19–21]. 30 

With the recognition that energy regulation needs to move on from cutting costs and 31 

achieving short term efficiencies, this strand of literature has charted the transformation of 32 
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established regulatory models and the changing role of regulatory agencies in energy 1 

transitions. As energy regulation is currently in flux and there is a great deal of uncertainty 2 

about the appropriate models for enabling a transition, a number of regulators have begun to 3 

introduce new tools and incentives which, in different ways, enable risk-taking, innovation, 4 

and long term thinking. Through this approach, rules and approval processes are tailored to 5 

the needs of innovators, whether network companies or technology developers. As 6 

Schittekatte et al. outline, this can involve ‘a derogation from a rule but it can also mean 7 

assigning responsibility to players to conduct activities that they are normally not allowed to 8 

engage in’ [22 pp. 1]. Such experiments include, but are not limited to, innovation incentives, 9 

competitions, and sandboxes – where rules are tailored to the needs of innovators. 10 

A number of studies have examined processes of regulatory experimentation in the context of 11 

energy innovation and transitions: Bauchnecht et al. [19] study the role of regulatory 12 

experimentation to promote a more flexible and reflexive approach to the governance of 13 

electricity networks in Norway. They find that while these initiatives can address market 14 

failures successfully, they fail to address the deeper ‘transition failures’ associated with 15 

changing the basic direction of this capital intensive and highly conservative industry sector. 16 

Lockwood [21] focuses on Ofgem’s attempts to promote network innovation in Britain 17 

through the introduction of ‘protected spaces’ for innovations. He finds that the initiatives 18 

have had a limited effect and remained marginal to the key decision making processes 19 

determining companies’ investment plans and regulated returns. He attributes this to a 20 

gradualist process of ‘layering’; the relationship between the political level and the regulator 21 

in the British context, he argues, helps to explain this approach (see also[20]). Schittekatte et 22 

al. [22] conduct a cross-case comparison of regulatory experiments in Italy, Britain and the 23 

Netherlands. One of their findings was that regulators adopt different strategies with respect 24 

to the scope of the experiment: Italy, for example, sought to target certain areas for 25 

innovation, while Britain took a more open approach, with scope for developers to suggest 26 

their own experiments.  27 

This paper contributes to the study of regulatory experiments by emphasising the new 28 

relationships forming between the network companies, their customers and the regulator. As 29 

much of the emphasis in the literature thus far has been on the ‘input’ side of the networks – 30 

technology innovation – our focus on new ways of deciding and evaluating the ‘outputs’ that 31 

customers value extends this literature into a new area. In doing so it bridges a link with the 32 

literature on the changing role of customers and citizens in energy transitions. The 33 
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proliferation of ‘prosumers’, new forms of engagements at the local and community levels 1 

and public engagement in climate policy and energy transitions have been discussed 2 

extensively elsewhere [e.g. 23–25]. Alongside this, the new energy landscape is increasingly 3 

seeing the emergence of decentralised local and regional energy systems [e.g. 26–28], in 4 

some instances supported by local energy policies of devolved governments and unitary 5 

authorities [e.g. 29,30]. As we discuss in Section 6 of the paper, a key challenge for the 6 

design of CE in energy regulation in the context of transition is how the process can link into 7 

these wider societal and political dynamics affecting energy system change.  8 

4 Methods 9 

Methodologically, framing CE as a regulatory experiment suggests approaching CE in 10 

regulation as a multi-actor learning process, shaped through continuous evolution and 11 

interactions between customers, companies, regulators and other stakeholders, all with 12 

different motivations and framings of the appropriate approaches to, and benefits of, CE. We 13 

trace how the decisions made concerning customer engagement strategies between 2010-14 

2020 have been understood and implemented from various regulatory, industry, NGO and 15 

academic perspectives. This is based on a qualitative assessment of CE during this period and 16 

an analysis of its benefits and pitfalls, as perceived by these stakeholders, and in the context 17 

of a new regulatory cycle for energy networks that has been characterised by accelerated 18 

change and fundamental uncertainties. As CE has been shaped to some degree through cross-19 

sector interactions, we also draw on the experience of implementing CE in the water sector 20 

[for a full analysis of CE in water regulation see: 56].  21 

In constructing this narrative, our main sources have been key documents on CE published by 22 

the regulatory agencies and the companies, along with a series of semi-structured interviews 23 

with a range of stakeholders. In selecting interviewees, we targeted those who were involved 24 

in shaping CE policy within the regulatory agencies and senior CE managers in a number of 25 

network companies, both energy and water. These sources are summarised in the Appendix 26 

and Table 1. 27 

The following main questions guided the empirical research: 28 

1. Which particular CE models were initially discussed?  29 

2. Who within the regulatory and wider political space initiated these discussions and 30 

influenced the decision to adopt a particular approach?  31 

3. How have CE processes changed and evolved during the period of study? 32 
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4. To what extent has CE influenced company strategies and become part of decision-1 

making processes? 2 

5. How does CE interact with more traditional and technocratic forms of energy 3 

regulation? 4 

6. What are the challenges faced as CE moves from an experimental phase to become 5 

more embedded in the regulatory framework for energy networks during a period of 6 

transition? (This question is addressed in the discussion section of the paper; informed 7 

both by the views of the stakeholders interviewed and those of the authors).  8 

To address these questions we construct a narrative history of the development and evolution 9 

of CE in Britain since its introduction in the early 2010s. This follows a process-tracing 10 

methodology where outcomes are explained ‘in terms of event sequences and 11 

the timing and conjunctures of event chains’ [32 pp.34]. This is an appropriate strategy for 12 

analysing CE because, as we explain below, it has changed and evolved through interactions 13 

and exchanges between regulatory agencies (both energy and water) and its application at the 14 

network company level as a key input into their long-term business plans.   15 

Following the literature review, a timeline of the consultation and decisions documents for 16 

both the energy and water price controls was constructed. Although this timeline provided a 17 

broad overview and an indication of key decisions made, there were knowledge gaps around 18 

motivations and rationales that could only be filled through a qualitative interview process; 19 

e.g. the initial reasoning for introducing CE. To provide a more in-depth understanding of the 20 

processes and framings shaping CE, actors, companies and customer representatives involved 21 

in the various regulatory reviews and price controls were contacted via email and interviewed 22 

remotely. In some cases interviewees were able to speak from multiple perspectives where 23 

they had changed roles, e.g. moving from a water company to electricity distribution, or from 24 

a regulator to a ‘Customer Engagement Group’. Although the relatively small sample size 25 

(n=14) does limit the information available, the interviewees were chosen based on their 26 

experience and depth of their knowledge of the CE process over the past decade. We 27 

endeavoured to find a balanced mix of interviewees across the different stakeholder groups.  28 

A semi-structured approach allowed for the interviews to be open-ended. By answering core 29 

questions, based upon the guiding research questions above, and providing insights based on 30 

a respondant’s expertise, this approach allowed the interviewee to introduce new information 31 

and ideas and to enhance and validate the data available from secondary sources [33]. The 32 
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interviews were coded using software, with interview data being aligned to the relevant 1 

timeline to provide a clearer picture of the key developments and decisions.  2 

In Table 2, a code has been ascribed according to the interviewee's current occupation and we 3 

have protected the anonymity of the interviewees. It should be noted that some interviewees 4 

were asked questions based on previous occupations as well as their present position. In this 5 

case, the relevant occupation is in the timescale of the section for which they are providing 6 

evidence. In presenting our results we do not focus on individual network companies, their 7 

planning procedures, investment decisions etc., rather our timeline and analysis charts 8 

developments in the wider regulatory process, focusing on the introduction of a more 9 

collaborative and decentralised method of regulation into what has been a centralised and 10 

technocratic procedure.  11 

 12 

Table 2: Interviewees 13 

 Interviewees 
 Academic 
INT1 Legal academic and advisor to regulators 
INT2 Economist plus Ofwat membership 
INT3 Energy markets and regulation specialist, Ofgem (2012-2016) 
 Non-governmental organisation (NGO) 
INT4 Think tank, Ofgem (2013-2016) 
INT5 Citizen’s Advice 
INT6 Think tank, Ofgem (2013-2020) 
INT7 Citizens Advice Scotland 
 Regulators 
INT8 Ofwat 
INT9 Ofgem, electricity 
INT10 Ofgem, gas 
 Industry 
INT11 Gas distribution, water (2005-2020) 
INT12 WPD (20+ years) 
INT13 Scottish Water (20+ years) 
INT14 Ofgem (2008-2014), ESO (2019-present) 

5 Customer engagement in the British regulatory model since 2010 14 

5.1 Initial drivers for a new regulatory approach: RPI-X@20 and RIIO 15 

Recognising a need for change to their regulatory approach, in 2008 Ofgem initiated a review 16 

process known as RPI-X@20 [34]. RPI-X was an approach to regulation introduced 17 

following the privatisation of the electricity networks in 1990 that involved the application of 18 

an ex-ante price-cap, whereby allowed revenue was decided for a set period (typically 5 years 19 
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under a price control). Revenue was limited so it could not increase more than the retail price 1 

index measure of general inflation (RPI), with a percentage of expected efficiency 2 

improvements (X) deducted. Network companies were able to earn extra revenue by being 3 

more efficient than X, keeping any additional gains from the original revenue determination.  4 

RPI-X had been successful at achieving cost efficiencies post-privatisation, but as one 5 

interviewee close to the process described, change was needed as ‘there were questions 6 

around what role should the network companies play in decarbonisation and the environment 7 

more widely’ (INT14). This then led to questions around the regulatory framework itself and 8 

whether changes were needed to incentivise companies to meet the new priorities (INT14). 9 

As well as a change to the framework focussing on achieving high-level outcomes, such as 10 

sustainability and protecting vulnerable customers, there was a view that the methodological 11 

approach needed to refocus the network companies more towards their customers, as 12 

summarised by a regulatory professional involved in the review.    13 

‘One of the things that struck me pretty early on was network companies are 14 

very much creatures of regulation. They were strongly incentivised by the 15 

regulatory framework, and they focussed hugely on the regulator rather than 16 

their customers’ (INT14) 17 

Although there was recognition from within the RPI-X@20 review board that CE would be 18 

beneficial, interviewees involved in the initial process recognised that there was ‘a question 19 

mark about who can be engaged enough and expert enough to challenge around the 20 

efficiency, cost of capital, the whole shebang of issues around what is effectively setting a 21 

price control about’ (INT4).  It was also noted there was ‘a bit of nervousness about should 22 

you … actually give control or delegate responsibility for core parts of [a] price control to 23 

another group?’ (INT14).   24 

In 2010 Ofgem released its new customer-centric regulatory framework, known as RIIO [35].  25 

RIIO being the name of the price control where revenue (R) could be earned through 26 

operating efficiently within an incentive framework (I), being innovative (I) and delivering a 27 

range of output (O) categories. Initially, centrally based CE groups (the Consumer First 28 

Panel, the Large User Groups, the Consumer Challenge Group and the Price Control Review 29 

Forum), would have a role in deciding output categories and the incentives for each company, 30 

with the companies also incentivised to develop their own CE strategies [35].  31 
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Similar conversations were being had in the water industry during this period; an RPI-X type 1 

framework was also being used here. In 2012 Ofwat implemented a new performance-based 2 

outcomes framework for their next price control (PR14) that would incentivise the networks 3 

to deliver a set of higher-level objectives expected by the regulator, to be achieved through 4 

the efficient delivery of the outcomes that their customers required [36]. Ofwat hoped to 5 

achieve this by encouraging companies to design bespoke outcomes based on company-level 6 

CE, which would then be challenged by their Customer Challenge Groups [37].   7 

5.2 Establishing Customer Engagement in regulation: 2010-2015 8 

RIIO was finalised in 2010 and a handbook for its implementation was published, including 9 

expectations for customer engagement from both Ofgem and the network companies [38]. 10 

Although the role of CE in determining the new RIIO output framework was centralised and 11 

channelled through Ofgem, the companies were incentivised to focus on meeting the new 12 

output categories through an increase in company level CE. An interviewee explained that the 13 

company CE incentives were designed  ‘to make sure that stakeholders, in the wider sense, 14 

were being engaged and that the network companies had focused on their customers and that 15 

network companies demonstrated what they were going to deliver, how, why, etc., and how 16 

much for’ (INT14). Companies would need to show how they had used their CE research 17 

within their business plans to meet the outputs prescribed by the regulator. 18 

As part of the new CE strategy, Ofgem introduced annual stakeholder engagement incentives 19 

for the network companies, with distribution networks also being incentivised to explore 20 

solutions to customer vulnerability. RIIO also introduced a ‘fast-track process’ for those 21 

distribution companies that produced ‘high-quality’ business plans [38]. 22 

Meanwhile, in the water sector, the CE approach taken by Ofwat for PR14 was still defined 23 

as customer-centric, but more emphasis was placed on the use of negotiation as a tool to 24 

create ‘well-justified’ business plans, while the network companies were encouraged to put 25 

forward bespoke investment proposals based on individual company CE processes [39]. 26 

Unlike Ofgem’s RIIO, Ofwat did not undertake any centrally based CE. PR14 allowed each 27 

company-level customer group to decide the outcomes they needed to achieve, seeing Ofwat 28 

taking a step back from the price control process, as summarised by a regulatory official 29 

within Ofwat:  30 

‘So from now on, for PR14, for the price review, we’re not going to do 31 

anything to understand customer views ourselves, we’re not going to, as an 32 
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economic regulator, we’re not going do any customer engagement, 1 

commission any research ourselves. We’re really going to leave it to you guys 2 

to do your own engagement with your own customers at a local level and to 3 

use those insights to craft your plan’ (INT8) 4 

PR14 also saw the introduction of Customer Challenge Groups (CCGs) at a company level, 5 

with the final decisions on the membership of the CCG left to the water companies.  6 

However, the company’s CCGs for PR14 were expected to include representatives from the 7 

Environment Agency (and Welsh equivalents) and the Drinking Water Inspectorate, to have 8 

an independent chair and to include representatives from all customer groups and 9 

stakeholders. The role of the groups was to challenge the companies’ engagement processes 10 

to ensure that the business plans reflected customer views, that the outcomes identified had 11 

been suitably challenged and to advise Ofwat on the effectiveness and acceptability of CE 12 

within the plan and how this would affect customers [40]. However, the lack of an agreement 13 

between Ofwat and the companies as to the membership of the CCGs perhaps reduced the 14 

value of the input the CCGs may have had (INT2). There was also recognition from the 15 

companies that a ‘lack of independence, lack of diversity in the make-up of the customer 16 

challenge group’ (INT11) may have fed into the limited value that CE appeared to have when 17 

the draft determinations were released.   18 

Although both RIIO and PR14 took a customer-centric approach, there were differences in 19 

the CE methods (see Table 3). The RIIO approach incentivised companies to show how CE 20 

had influenced their business plans to meet outputs decided through a centralised, Ofgem-led, 21 

customer engagement process, and offered yearly incentives to encourage an ongoing 22 

company/customer dialogue. The more decentralised PR14 approach required companies to 23 

design business plans based on customers’ needs, allowing companies to justify costs for 24 

locally specific outputs that were challenged prior to the final determinations by a company 25 

challenge group. However, for both RIIO and PR14 the regulator settled the final 26 

determinations.  27 

Table 3. Customer engagement approaches for the regulated energy and water sectors 28 
(RIIO-1 and PR14). 29 

 GB energy RIIO GD1 (2014-2021) & 
ED1 (2015-2023) 

English and Welsh Water PR14 (2014-2019) 
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Customer 
Engagement model 

Customer-centric regulation Customer-centric regulation 

Customer 
engagement 
method 

Central consumer representatives 
(Consumer First Panel, Large User 
Groups, Consumer Challenge Groups, 
Price Control Review Forum) 

 

Use of  Customer Challenge Groups (CCG) at 
company level (membership decisions left to 
companies) 

Price Control 
negotiation 

Ofgem main negotiator Ofwat main negotiator 

Use of CE • Incentives and outputs designed 
with advice from central 
customer representatives 

• Incentives (fast-track) for BPs 
that show companies have taken 
account of CE 

• Annual incentives (reputational 
and financial) for good quality 
CE 

• Outputs and incentive framework 
designed with a central Customer 
Advice Panel 

• CCG to challenge company business 
plans to ensure that they represent 
customers’ views 

• CCG to endorse high-quality 
business plans 

5.3 Evaluation, cross-sector learning and new priorities drive further regulatory change 1 
(2015-2020) 2 

Overall, the use of customer engagement was seen as positive both within industry and 3 

regulation [9,41]. It was suggested that although Ofwat was perhaps better at ‘blowing their 4 

own trumpet’ (INT4) there was a healthy ‘regulatory rivalry’ (INT5) developing with ‘best 5 

practice leaping from one regulatory sphere to another’ (INT5). Subsequently, a review of 6 

Ofgem’s CE approach noted that in the centralised approach customer representation in the 7 

design of incentives was limited and that benchmarking across companies could be sub-8 

optimal for the distribution companies that had regionally specific challenges [9]. Also, the 9 

role of CE in allowing companies to enter the fast-track process was disputed; the main 10 

criticism being that even though Ofgem recognised the improved quality of their business 11 

plans and higher levels of CE, only one distribution company across the electricity and gas 12 

sectors achieved fast-track status [3]. Ambiguity around the importance of CE and the lack of 13 

reward perceived by some companies was highlighted as a point of consideration [3,18].   14 

For the next round of price controls, there was a ‘shift towards climate consciousness’ 15 

(INT8). Within business in general, sustainability was being recognised as an important 16 

consideration for customers, while some institutional investors were encouraging the network 17 
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companies to consider Sustainable Development Goals (INT1), suggesting that becoming a 1 

‘good’ company needed to be incorporated in company decisions (INT11). This acted as a 2 

further impetus for CE. There were also further questions being asked about the role 3 

networks could play in terms of protecting vulnerable customers (INT14, INT6).   4 

Meeting the newly legislated net-zero targets in the UK [42] saw a change in focus. For 5 

RIIO2 (2021-2028), Ofgem has stated that the remit is to ‘prepare the regulated network 6 

companies to deliver Net Zero at lowest cost to consumers, while maintaining world-class 7 

levels of system reliability and customer service, and ensuring no consumer is left behind’ 8 

[43 pp.5]. Although ‘…and customer service, and ensuring no consumer is left behind’ was 9 

only added as a goal after the draft determinations [see 44 pp. 5], within RIIO2 there has been 10 

a definite shift in language towards more environmentally and socially conscious objectives, 11 

which then evolved further during the business plan development process.   12 

On the back of the reviews of RIIO and PR14, Ofgem released its ‘Enhanced Engagement’ 13 

guidance for RIIO2 [45], which included the use of company-based Customer Engagement 14 

Groups (CEGs) and a minimum standard of CE as a licence obligation which could incur a 15 

fine if not achieved, as part of the new Business Plan Incentive (discussed further below) 16 

[46]. Drawing from PR14, Ofgem was more prescriptive about CEG membership and 17 

transparency around governance arrangements for the groups [47]. The electricity distribution 18 

(RIIO-ED2) methodology also recommended that business plans take account of Local Area 19 

Energy Plans (LAEP) [48], suggesting that wider stakeholder views would have an added 20 

importance, particularly for the regional distribution companies. However, Ofgem did not 21 

prescribe how the companies’ CE should be framed, allowing the CEGs to challenge the 22 

companies’ CE processes as part of their role [12]. As well as company-based CEGs, Ofgem 23 

also included a centrally based Challenge Group (CG) which would assess the draft business 24 

plans, allowing comparison across companies and providing an independent report to Ofgem 25 

on areas of disagreement [45].    26 

Following the recommendations of Frerk [9], RIIO2 introduced bespoke Output Delivery 27 

Incentives (ODIs) and Price Control Deliverables (PCDs), similar to the bespoke outcomes 28 

from PR14. In PR14, Ofwat did not set boundaries for their bespoke outcomes and struggled 29 

to regulate due to the quantity received. While Ofgem recognised the value of creating 30 

outputs based on company CE, as one commentator involved in the RIIO2 framework noted; 31 

‘you can’t have 500 outputs being delivered. So in PR19, they learnt lessons and they created 32 

boundaries. So I think we, certainly for RIIO2, we learnt that lesson’ (INT6). Subsequently, 33 
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for RIIO2 (and for PR19), bespoke outputs which are common, or could be common, across 1 

all companies were used as sector-specific outputs following the draft determinations of the 2 

company business plans. 3 

Although both RIIO2 and PR19 are still defined as customer-centric, there has been an 4 

evolution in the frameworks and methodologies. If the price controls are to be considered as 5 

regulatory experimentation then, as can be seen from these results, Ofgem and Ofwat have 6 

taken lessons from the reviews of CE in RIIO and PR14, and further embedded CE within the 7 

business plan process. There has been clarification of the roles of the CEGs and CCGs and 8 

increased transparency around their membership to reduce the perception of capture. Ofwat 9 

and Ofgem have both recognised the value that company based CE can have in determining 10 

output incentives, but there are still limitations on how much value is placed on CE in the 11 

final revenue determinations.  12 

Replacing the earlier fast-track process (see Section 5.2), Ofgem introduced the new Business 13 

Plan Incentive (BPI) which includes a four-stage evaluation process [46]: in stage 1, the 14 

business plan must achieve the minimum CE requirements, as prescribed by Ofgem, or risk a 15 

penalty. Only companies meeting these targets can achieve a reward based upon their 16 

Customer Value Propositions (CVP), a new constituent of the process. Companies may claim 17 

for a CVP reward by showing how: 18 

• their bespoke ODIs/CVPs are going beyond the minimum requirements and above 19 

what may be considered as BAU; 20 

• they are adding value for their customers, with any value – social or environmental – 21 

monetised through cost-benefit analysis;  22 

• their CVP has been agreed by the CEG and CG and it is representative of what their 23 

customers value, evidenced by their research into customer expectations and 24 

willingness to pay [49]. 25 

Stages three and four are dependent on Ofgem’s confidence in the cost allocations within the 26 

business plan, although recommendations from the CEG and CG will also be considered. 27 

High confidence costs are those that Ofgem has high confidence in their ability to benchmark 28 

their own estimates against those of the company’s. Low confidence costs are where Ofgem 29 

has lower confidence in their cost estimates and so must trust the company’s figures, which 30 

should then be robustly justified, or incur a penalty. 31 
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The draft determinations for RIIO GD2 were released in July 2020, with a response deadline 1 

for September 2020, following which questions were raised about the transparency of the 2 

decision-making processes within Ofgem. Changes to the company incentives were made as 3 

the CEGs and CG were appraising the draft business plans [50], so the ‘Enhanced 4 

Engagement Strategy’ and RIIO2 methodology perhaps seemed more of a ‘work in progress’ 5 

rather than a finalised plan, leading to some understandable confusion over what would be 6 

accepted. This is an ongoing issue and it is too early to tell how, or if, it will be resolved. At 7 

the time of writing, the final determinations for RIIO in gas distribution, and both electricity 8 

and gas transmission (GD2 and T2), have been completed, while the business plan 9 

methodology for RIIO ED2 (electricity distribution) has been released. 10 

Error! Reference source not found. summarises the changing role of CE in the framework 11 

of energy regulation made during this period, again comparing this against developments in 12 

the water sector, which, as discussed, have influenced and been influenced by developments 13 

in energy.  14 

 15 

Table 4: New approaches to customer engagement for the regulated energy and water 16 
sectors (RIIO-2 and PR19). 17 

 GB energy RIIO GD2 (2021-2026) & ED2 
(2023-2028) 

England and Welsh Water PR19 (2019-2024) 

Customer 
Engagement 
model 

Customer-centric regulation Customer-centric regulation 

Customer 
engagement 
method 

Price Control Review Forum (PCRF) replaced by 
company Consumer Engagement Groups (CEGs). 
BPs further assessed by a central Challenge Group 
(CG) 

Use of Customer Challenge Groups (CCG) at 
company level. Transparency of CCG governance to 
ensure legitimacy 

Price Control 
Negotiation 

Ofgem main negotiator with advice from CG 
report 

Ofwat main negotiator 

Use of CE • Incentives and outputs designed with 
advice from central customer 
representatives but also including 
common ODIs after draft determinations 

• Business Plan incentive (BPI): 
companies must show that BP is tailored 
around CE results 

• CEG report on BP, based on use of CE 
• CG report to further assess investments, 

costs and CE through comparison over 
all companies 

• Annual incentives for good quality CE 

• Outputs and incentives framework designed 
with central Customer Advice Panel 

• CCG to challenge company business plans 
to ensure that they represent customers’ 
views 

• CCG to endorse high-quality BPs for new 
fast-track status 

• Companies to develop bespoke 
performance commitment 
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replaced by BPI, with CE expected to 
become BAU 

• Bespoke ODIs, PCDs and CVPs 
introduced 

6 Discussion: from experiment to mainstream 1 

The last 10 years of energy (and water) regulation in Britain has seen a substantial change to 2 

the processes through which revenue determinations and business plans are decided. Creating 3 

customer-focussed monopoly utilities has not been a simple task and has required a step-4 

change from both the companies and the regulator. Although recognising that there is a role 5 

for CE within regulation to meet new challenges, both of the regulators analysed have created 6 

individual approaches, but across the board we observed an increase in the level of customer 7 

engagement within the price control process with differing levels of involvement and impact. 8 

Encouragingly, there has been a degree of ‘learning by doing’ between the regulators, 9 

including: 10 

• Mitigating the risk of capture by increasing the transparency of arrangements 11 

governing company-based customer engagement groups. This has progressed from 12 

their initial use in PR14;  13 

• The use of bespoke outputs that acknowledge local and regional differences have 14 

been implemented and used as a basis for common outputs across companies;  15 

• The use of business plan incentives to set a company CE baseline standard.   16 

Some companies have met the challenge of this step-change, recognising the company and 17 

customer benefits of customer-focused investments. For these companies, their perception of 18 

the regulator’s role is to benchmark the costs of projects across companies and to settle 19 

disputes, should they arise, between the companies and the independent engagement groups, 20 

rather than comment on the companies’ investment decisions arising from the CE (INT11, 21 

INT12). This type of (de)regulation is closer to that envisioned by Littlechild [7] and Pollitt 22 

[8], where the company investment decisions are locally focussed and backed by robust CE, 23 

with the regulators remit to ensure the efficiency of the required expenditure.  24 

However, although Ofgem has encouraged a level of company CE, the determination of the 25 

price control remains a technocratic regulatory function within the regulatory agency. It could 26 

be argued that ambiguity around how CE is valued by Ofgem in the price control 27 

determinations has reduced the role and value of CE in investment decisions. Confusion over 28 

the role of CE in the RIIO2 draft determinations saw some companies who were considered 29 
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to have adopted ‘best practice’ by their CEG go unrewarded, but an incentive given to those 1 

who may not have achieved more than a basic standard of CE [see 44]. There are significant 2 

risks arising from this ambiguity, as companies may review the costs of CE relative to the 3 

rewards. It could also see an increase in complaints to the Competitions and Markets 4 

Authority (CMA) [3,18], as evidenced by recent developments in the water sector [51]. 5 

Despite these ongoing issues, there is little doubt that the changes in energy (and water) 6 

regulation over the last decade have resulted in an increased focus on the customer in 7 

network company decisions. Overall, the results of the regulatory experiment have been 8 

positive.  9 

The future development of CE will be dependent on the evolution of the energy system, with 10 

the more deregulated price control, as mentioned above, perhaps suiting a more decentralised 11 

energy system. The years covered by the RIIO2 price control are pivotal as the energy system 12 

and its governance evolves to meet decarbonisation targets. Therefore, focusing on the energy 13 

sector, we identify key challenges which will shape CE in its next decade, should it move 14 

from an experiment to become more embedded in the regulatory framework: 15 

1 Clarify the role and remit of CE: While there may have been a degree of ‘constructive 16 

ambiguity’ at work while CE was in its early ‘experimentation’ phases and becoming 17 

established, for it to play a meaningful role in more fundamental energy network 18 

transitions, its position and status within the regulatory model needs to be clarified. 19 

Relatively low-risk experimentation has allowed for some positive change, as in some 20 

cases CE has become embedded within the company ethos. Yet, the risk of ambiguity is 21 

that companies can also maintain conservative business strategies as RIIO has been 22 

‘layered’ [53]; CE, innovation, incentives and outputs have been added to the original 23 

RPI-X framework, with short term efficiency improvements still the basis of significant 24 

revenue earnings [e.g. 19]. Heims and Lodge [31] view this as a hybridisation of the 25 

‘technocratic’ and ‘collaborative’ model, suggesting that this layering increases the 26 

regulatory complexity and the scope to game the system. Although there may be benefits 27 

from access to distributed expertise, layering has added complexity that may not reduce 28 

the ‘overly bureaucratic and cumbersome’ (INT8) process that RIIO was set up to 29 

overcome [31], suggesting that if Ofgem wishes to reduce regulatory gaming then 30 

creating new simplified frameworks may be required. Taking lessons learnt from the 31 

results of the regulatory experiment, decisions will need to be made on the type of model 32 
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that shows greater benefits for the customer and for meeting decarbonisation targets, 1 

whether this is based on technocratic processes or more collaboration.  2 

2 Building trust: In the results from the recent draft determinations for gas distribution, 3 

many of the outputs suggested by the companies, based on their CE and agreed upon by 4 

both the CEGs and CG, were then dismissed by Ofgem, with only one company 5 

achieving an incentive. This suggests that Ofgem has limited trust in the CE processes 6 

they have put in place and has caused some companies to question the costs relative to 7 

the rewards of the enhanced engagement (INT4, INT12). As discussed, while the 8 

regulators have developed CE strategies, how the results of CE are valued as a regulatory 9 

tool differ, possibly due to a concern about the risk that customer representatives could 10 

be ‘captured’ by the companies. The ‘double layer’ of challenge provided by the central 11 

Challenge Group should have reduced the possibility of capture or perceived capture. 12 

Also, drawing lessons from Ofwat’s transparent governance arrangements for the CEGs 13 

and CG could have increased Ofgem’s trust that the CEG approved investments were 14 

based on ‘good CE’. It should be noted that the network companies are not blameless in 15 

the lack of trust; a constant cycle of apparent ‘gaming’ the regulator and information 16 

asymmetry – where the networks hold the majority of the information related to 17 

investments and costs – has eroded trust between the regulator and the companies [e.g. 18 

54,55]. The RIIO framework has seen a move towards outcome-based regulation, whilst 19 

RIIO2’s Enhanced Stakeholder Engagement Strategy, using CEGs and bespoke outputs, 20 

has increased collaboration, so providing legitimacy, democracy and rigour [56] to the 21 

regulatory process. However, there appears to be a reluctance to accept the ‘public’ [57] 22 

or the ‘collaborative’ [31] value of the CE process. Making CE more robust could 23 

involve a more structured dialogue between Ofgem, the companies and CE practitioners 24 

to build trust in the process. 25 

3 Beyond customers: It is increasingly recognised that the challenges posed by 26 

decarbonisation may involve distinctive local or regional solutions, suggesting a further 27 

change in focus for the energy networks and regulation [42,58]. Traditionally, for the 28 

distribution networks, ‘customer’ meant the end-user – the domestic or business 29 

customer who received energy at the end of the distribution grid. However, as the energy 30 

system becomes more decentralised, the electricity distribution ‘customer’ now includes 31 

a new set of stakeholders, such as aggregators and small-scale generators, and the once 32 

passive domestic ‘consumer’ is now able to generate, store and trade energy, and become 33 

an active and engaged ‘prosumer’. A key challenge for CE is how these non-traditional 34 
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actors are incorporated into the process, given that they often straddle traditional divides 1 

between asset ownership and consumption. Also, through the development of local 2 

energy plans, local authorities in the UK are increasingly important stakeholders in the 3 

future of energy networks. Recent developments in CE can provide a basis for this type 4 

of engagement, as with company-based CEGs and bespoke incentives, there is potential 5 

to recognise the place-based nature of solutions and the wider set of stakeholders that can 6 

shape them. A positive development in this regard has been Ofgem’s recommendation 7 

that the distribution networks should take regard of Local Area Energy Planning (LAEP) 8 

when creating their business plans. Due to the challenges of benchmarking across 9 

increasingly differentiated networks, this type of local-based planning may see regulation 10 

for distribution networks evolve towards a more collaborative negotiation plus model, as 11 

a solution to meeting the distinctive challenges of local and regional energy systems. 12 

However, Ofgem has also recently stated they would be more open to accepting bespoke 13 

incentives only if they can be considered as common across all network areas. This 14 

mixed messaging highlights the ambiguity within Ofgem between recognising the value 15 

of decentralisation, with CE providing bespoke solutions to place-based challenges, and 16 

still wishing to have a centralised framework and control over the regulatory paradigm. 17 

These tensions are not easily resolved and will likely take further iterations of CE to find 18 

an effective balance between centralised and decentralised regulatory processes. 19 

7 Conclusion  20 

In a recent webinar (September 2020), the Ofgem CEO Jonathan Brearly recognised the ‘rich 21 

source of information’ obtained from the transmission and gas distribution round of RIIO2 22 

and stated that the CEGs role would ‘absolutely come alive when we talk about local 23 

electricity networks’ [59]. If current regulatory practices are framed as regulatory 24 

experimentation, then the lessons learnt from the results of this round of RIIO2 ‘experiments’ 25 

should be implemented for the upcoming ED2 price control (RIIO for electricity distribution 26 

will come into effect in 2023). Actors involved in the CE process would benefit from further 27 

clarification of what they are expected to achieve and how they will be valued, prior to the 28 

business plan deliberations. If the company CEGs have stated that companies CE processes 29 

have been followed according to ‘best practice’ standards, similar to those achieved by the 30 

fast-track companies in RIIO1, then Ofgem should trust in these processes so companies can 31 

focus on delivering the outcomes their customers request, so cementing trust in the 32 

relationship between company and customer.   33 
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Further, recognising that a wider set of actors now have a stake in the future of the 1 

distribution networks, CE allows the traditional customer, new prosumers and local 2 

authorities a voice in the formulation of network companies’ investment strategies. As the 3 

energy system becomes more decentralised, so the value of CE increases as customers and 4 

other stakeholders in the distribution system, offer local and regional solutions to meet 5 

national decarbonisation challenges. Accessing distributed expertise and incorporating a 6 

range of perspectives will enable a better understanding of the nature and pace of change 7 

across increasingly differentiated energy regions and localities, moving towards the more 8 

adaptive and reflexive regulatory model needed for a transitioning energy system. 9 

 10 

8 Appendix  11 

Key documents used for qualitative analysis 12 

 13 

Key documents 

Review Documents Ofgem Ofwat 

Bush, H., Earwaker, J., 2015. The future role of 
customer and stakeholder engagement in the 
water.  

Handbook for implementing the 
RIIO model. London. (2010) 

Inputs, outputs and outcomes – 
what should price limits 
deliver? A discussion paper. 
(2011) 

Frerk, M., 2016. Consumer Engagement in the 
RIIO Price Control Process Review. 

Regulating energy networks for 
the future: RPI-X@20 Emerging 
Thinking-Enhanced engagement. 
(2010) 

Involving customers in price-
setting – Ofwat’s customer 
engagement policy statement. 
(2011) 

Darcy, S., Darlington, R., Eyre, S., Graham, C., 
Heims, E., Littlechild, S., Lodge, M., Mcauley, 
T., Moriarty, R., 2016. Customer engagement in 
regulation. London. 

Guidance-RIIO-2 Enhanced 
Engagement Guidance Document 
Version 2. London. (2019) 

Ofwat’s customer engagement 
policy statement and 
expectations for PR19. (2016) 

Heims, E., Lodge, M., 2018. Customer 
engagement in UK water regulation: towards a 
collaborative regulatory state? Policy Polit. 46, 
81–100. 

RIIO-ED2 Methodology Decision: 
Overview. (2019) 

Delivering Water 2020: our 
final methodology for the 2019 
price review. (2017) 

Madhura, R., 2020 Consumer Involvement in 
Billion-Pound Energy and Water Sector Price 
Controls - a Think Piece 

  

Hahn, R., Metcalfe, R., Rundhammer, F., 2020. 
Promoting customer engagement: A new trend 
in utility regulation. Regul. Gov. 14, 121–149. 

  



23 
 

 1 

 2 

9 Acknowledgements 3 

This work was funded by the UK Energy Research Council [grant number EP/S029575/1]. 4 

The authors would like to thank the interviewees for this paper who gave up their time to 5 

provide comprehensive insight into the changes that may be needed within regulation.  6 

10 References 7 

[1] M. Moran, The British Regulatory State: High Modernism and Hyper-innovation, 1st 8 
ed., Oxford, 2003. 9 

[2] Select Committee on Regulators, House of Lords Select Committee on Regulators 1st 10 
Report of Session 2006-07, London, 2006. 11 
http://www.parliament.uk/parliamentary_committees/parliamentary_committees26.cf12 
m (accessed November 9, 2020). 13 

[3] S. Littlechild, B. Mountain, Customer engagement methodologies in water price 14 
setting: experience in England and Wales and Scotland, and possible application to 15 
Victoria, Melbourne, 2015. 16 

[4] S. Littlechild, Regulation and Customer Engagement, Econ. Energy Environ. Policy. 1 17 
(2011) 53–68. 18 

[5] S. Littlechild, The Customer Forum: Customer engagement in the Scottish water 19 
sector, Util. Policy. 31 (2014) 206–218. https://doi.org/10.1016/j.jup.2014.10.002. 20 

[6] S. Littlechild, N. Cornwall, Potential scope for user participation in the GB energy 21 
regulatory framework, with particular reference to the next Transmission Price Control 22 
Review: Report to Ofgem, London, 2009. 23 

[7] S. Littlechild, Some Alternative Approaches to Utility Regulation, Econ. Aff. 28 24 
(2008) 32–37. 25 

[8] M.G. Pollitt, The future of electricity (and gas) regulation in a low-carbon policy 26 
world, Energy J. 29 (2008) 63–94. https://doi.org/10.5547/issn0195-6574-ej-vol29-27 
nosi2-5. 28 

[9] M. Frerk, Consumer Engagement in the RIIO Price Control Process Review, 2016. 29 

[10] Sustainability First, Looking to the long-term: hearing the public interest voice in 30 
energy and water, eight agendas for change, London, 2018. 31 

[11] S. Darcy, R. Darlington, S. Eyre, C. Graham, E. Heims, S. Littlechild, M. Lodge, T. 32 
Mcauley, R. Moriarty, Customer engagement in regulation, London, 2016. 33 

[12] R. Madhura, Consumer Involvement in Billion-Pound Energy and Water Sector Price 34 
Controls-a Think Piece, London, 2020. 35 



24 
 

[13] H. Haber, E. Heims, Regulating with the masses? Mapping the spread of participatory 1 
regulation, J. Eur. Public Policy. 27 (2020) 1742–1762. 2 
https://doi.org/10.1080/13501763.2020.1817128. 3 

[14] UKRN, Consumer engagement in regulatory decisions, London, 2017. 4 

[15] A. McHarg, Evolution and Revolution in British Energy Network Regulation: From 5 
RPI-X to RIIO, in: M. Roggenkamp, Martha, L. Barrera-Hernández, D.N. Zillman, I. 6 
del Guayo (Eds.), Energy Networks Law, 1st ed., Oxford University Press, Oxford, 7 
2012: pp. 313–332. https://doi.org/10.1093/acprof:oso/9780199645039.003.0017. 8 

[16] Ofgem, RIIO-ED2 Framework Decision, London, 2019. www.ofgem.gov.uk. 9 

[17] Ofwat, PR19 final determinations: Policy summary, London, 2019. 10 
https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-11 
Policy-summary.pdf. 12 

[18] R. Hahn, R. Metcalfe, F. Rundhammer, Promoting customer engagement: A new trend 13 
in utility regulation, Regul. Gov. 14 (2020) 121–149. 14 
https://doi.org/10.1111/rego.12182. 15 

[19] D. Bauknecht, A.D. Andersen, K.T. Dunne, Challenges for electricity network 16 
governance in whole system change: Insights from energy transition in Norway, 17 
Environ. Innov. Soc. Transitions. 37 (2020) 318–331. 18 
https://doi.org/10.1016/j.eist.2020.09.004. 19 

[20] R. Bolton, T.J. Foxon, Infrastructure transformation as a socio-technical process — 20 
Implications for the governance of energy distribution networks in the UK, Technol. 21 
Forecast. Soc. Change. 90 (2015) 538–550. 22 
https://doi.org/10.1016/j.techfore.2014.02.017. 23 

[21] M. Lockwood, Energy networks and distributed energy resources in Great Britain, 24 
2014. http://projects.exeter.ac.uk/igov/wp-content/uploads/2014/10/WP11-Energy-25 
networks-and-distributed-energy-resources-in-Great-Britain.pdf. 26 

[22] T. Schittekatte, L. Meeus, T. Jamasb, M. Llorca, Regulatory experimentation in 27 
energy: Three pioneer countries and lessons for the green transition, Energy Policy. 28 
156 (2021) 112382. https://doi.org/10.1016/j.enpol.2021.112382. 29 

[23] C. Howarth, P. Bryant, A. Corner, S. Fankhauser, A. Gouldson, L. Whitmarsh, R. 30 
Willis, Building a Social Mandate for Climate Action: Lessons from COVID-19, 31 
Environ. Resour. Econ. 76 (2020) 1107–1115. https://doi.org/10.1007/s10640-020-32 
00446-9. 33 

[24] CSE, Local Area Energy Planning: The Method, Bristol, 2020. 34 

[25] D. Brown, S. Hall, M.E. Davis, What is prosumerism for? Exploring the normative 35 
dimensions of decentralised energy transitions, Energy Res. Soc. Sci. 66 (2020) 36 
101475. https://doi.org/10.1016/j.erss.2020.101475. 37 

[26] Oxford Networks for the Environment, Project LEO (Local Energy Oxfordshire), 38 
(2020). https://www.energy.ox.ac.uk/wordpress/events/event/local-energy-oxfordshire-39 



25 
 

leo/ (accessed September 17, 2020). 1 

[27] Piclo, Piclo - Building software for a smarter energy future, (2020). 2 
https://piclo.energy/ (accessed September 17, 2020). 3 

[28] MLEI, MLEI Cambridgeshire, Mobilising Local Energy Invest. (2020). 4 
https://www.mlei.co.uk/ (accessed September 17, 2020). 5 

[29] Scottish Government, Local Energy Policy Statement :A consultation, Glasgow, 2019. 6 

[30] Energy Systems Catapult, Greater Manchester Spatial Energy Plan: Evidence Base 7 
Study, Birmingham, 2016. https://www.greatermanchester-8 
ca.gov.uk/media/1363/spatial_energy_plan_exec_summary.pdf%0Ahttps://es.catapult.9 
org.uk/wp-10 
content/uploads/2016/05/Compressed_GMCA_Spatial_Energy_Plan_2016_11_07-11 
LATEST-ilovepdf-compressed.pdf. 12 

[31] E. Heims, M. Lodge, Customer engagement in UK water regulation: towards a 13 
collaborative regulatory state?, Policy Polit. •. 46 (2018) 81–100. 14 
https://doi.org/10.1332/030557317X15046029080815. 15 

[32] F.W. Geels, The multi-level perspective on sustainability transitions: Responses to 16 
seven criticisms, Environ. Innov. Soc. Transitions. 1 (2011) 24–40. 17 
https://doi.org/10.1016/j.eist.2011.02.002. 18 

[33] B. DiCicco-Bloom, B.F. Crabtree, The qualitative research interview, Med. Educ. 40 19 
(2006) 314–321. https://doi.org/10.1111/j.1365-2929.2006.02418.x. 20 

[34] A. Buchanan, Ofgem’s RPI at 20 Project, (2008) 1–19. 21 
https://www.ofgem.gov.uk/sites/default/files/docs/2008/03/ab-march-08.pdf. 22 

[35] Ofgem, RIIO: A new way to regulate energy networks - Final decision, London, 2010. 23 
https://www.ofgem.gov.uk/ofgem-publications/51870/decision-docpdf. 24 

[36] Ofwat, Inputs , outputs and outcomes – what should price limits deliver? A discussion 25 
paper, London, 2011. 26 

[37] Ofwat, Setting price controls for 2015-20 – final methodology and expectations for 27 
companies’ business plans, London, 2013. 28 
http://www.ofwat.gov.uk/pricereview/pr14/pap_pos201307finalapproach.pdf. 29 

[38] Ofgem, Handbook for implementing the RIIO model, London, 2010. 30 
http://www.ofgem.gov.uk/Networks/rpix20/Pages/RPIX20.aspx (accessed June 19, 31 
2020). 32 

[39] Ofwat, Involving customers in price setting – Ofwat ’ s customer engagement policy 33 
statement, London, 2011. 34 

[40] H. Bush, J. Earwaker, THE FUTURE ROLE OF CUSTOMER AND 35 
STAKEHOLDER ENGAGEMENT IN THE WATER, London, 2015. 36 

[41] Ofwat, Reflections on the price review - learning from PR14, London, 2015. 37 



26 
 

[42] BEIS, Energy White Paper: Powering our Net Zero Future, London, 2020. 1 
http://www.ret.gov.au/energy/facts/white_paper/Pages/energy_white_paper.aspx. 2 

[43] Ofgem, RIIO-2 Final Determinations - Core Document, London, 2020. 3 

[44] Ofgem, RIIO-2 Draft Determinations-Core Document, London, 2020. 4 
www.ofgem.gov.uk. (accessed July 13, 2020). 5 

[45] Ofgem, Guidance-RIIO-2 Enhanced Engagement Guidance Document Version 2, 6 
London, 2019. 7 
https://www.ofgem.gov.uk/system/files/docs/2019/08/open_letter_consultation_on_the8 
_riio- (accessed June 15, 2020). 9 

[46] Ofgem, RIIO-2 Sector Specific Methodology-Core document, London, 2019. 10 
www.ofgem.gov.uk. (accessed July 23, 2020). 11 

[47] Ofgem, Consumer Vulnerability Strategy Final decision, London, 2019. 12 

[48] Ofgem, RIIO-ED2 Methodology Decision : Overview, 2020. 13 

[49] Ofgem, RIIO-2 Business Plan Guidance, London, 2019. www.ofgem.gov.uk. 14 
(accessed July 28, 2020). 15 

[50] R. Witcomb, C. Potter, J. Richardson, J. Ward, S. Darcy, M. Hurst, V. McGregor, G. 16 
Cooper, S. Horne, G. Strbac, R. Hull, U. Kaltenbronn, J. Hubbard, H. Parker, R. 17 
Blomfield-Smith, A. Bryce, J. Baldwin, RIIO-2 Challenge Group Independent Report 18 
for Ofgem on RIIO-2 Business Plans, London, 2020. 19 

[51] Ofwat, PN 04/20: Ofwat makes submission to CMA following company appeals, 20 
(n.d.). https://www.ofwat.gov.uk/pn-04-20-ofwat-makes-submission-to-cma-21 
following-company-appeals/ (accessed February 10, 2021). 22 

[52] J. Brearley, Regulating for a green, fair future, (2021). 23 
https://www.ofgem.gov.uk/news-and-views/blog/regulating-green-fair-future 24 
(accessed October 26, 2021). 25 

[53] M. Lockwood, Creating protective space for innovation in electricity distribution 26 
networks in Great Britain: The politics of institutional change, Environ. Innov. Soc. 27 
Transitions. 18 (2016) 111–127. https://doi.org/10.1016/j.eist.2015.05.007. 28 

[54] M. Wild, Energy Consumers’ Missing Billions The profits gifted to energy networks, 29 
London, 2017. 30 
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Energy/EnergyConsumersM31 
issingBillions.pdf. 32 

[55] ECIU, Monopoly money How the UK ’ s electricity distribution network operators are 33 
posting big profits, London, 2017. https://eciu.net/analysis/reports/2017/monopoly-34 
money. 35 

[56] D.J. Fiorino, Citizen Participation and Environmental Risk: A Survey of Institutional 36 
Mechanisms, Sci. Technol. Hum. Values. 15 (1990) 226–243. 37 
https://doi.org/10.1177%2F016224399001500204. 38 



27 
 

[57] C. Mitchell, B. Woodman, Towards trust in regulation-moving to a public value 1 
regulation, Energy Policy. 38 (2010) 2644–2651. 2 
https://doi.org/10.1016/j.enpol.2009.05.040. 3 

[58] NIC, Strategic Investment and Public Confidence, London, 2019. 4 

[59] Energy Live News Webinars, Energy Live Xpo: Rethinking Energy, (2020). 5 
https://www.brighttalk.com/webcast/10003/450402?utm_source=brighttalk-6 
portal&utm_medium=web&utm_content=energy live&utm_term=search-result-7 
5&utm_campaign=webcasts-search-results-feed. 8 

[60] C. Mitchell, Momentum is increasing towards a flexible electricity system based on 9 
renewables, Nat. Energy. 1 (2016) 15030. https://doi.org/10.1038/nenergy.2015.30. 10 

 11 


	1 Introduction
	2

	2 What is customer engagement? Background and literature review
	3 Customer engagement as a regulatory experiment
	4 Methods
	5 Customer engagement in the British regulatory model since 2010
	5.1 Initial drivers for a new regulatory approach: RPI-X@20 and RIIO
	5.2 Establishing Customer Engagement in regulation: 2010-2015
	5.3 Evaluation, cross-sector learning and new priorities drive further regulatory change (2015-2020)

	6 Discussion: from experiment to mainstream
	7 Conclusion
	8 Appendix
	Key documents used for qualitative analysis
	9 Acknowledgements
	10 References

