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Executive Summary 

The purpose of the report is to analyse the external and internal market and devise strategies to 

boost the attractiveness and distinctiveness features of British gas in a selected scenario. 

The report discussed the organizational background, problems, and strategies that would be 

focused on in this market. The external analysis had been done with the help of PESTEL and 

Porter’s five forces while the internal analysis had been briefed through resources, VRIO, value 

chain, and SWOT analysis respectively. The last section recommended some strategies to 

generate a good edge in the market. 

The report found on the internal analysis that British gas possesses some temporary competitive 

edge in the market. However, the inner problems in communicating with the stakeholders had a 

negative side and this had affected some of its sales. The lower focus on cost leadership and 

more attention on differentiation had lowered its position in the market. While the external 

analysis showed that the market is less attractive as there is rising competition and the bargaining 

index of suppliers, as well as buyers, is quite high.  

The report recommended using a cost leadership strategy, improving its smart meters, training 

the staff, and improving relations with its stakeholders to generate a better business in the current 

market.  
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1. Introduction 

1.1.Background 

Company overview: British Gas is one of the Big Six suppliers in the UK and it shares one of the 

greatest shares in the market (Alves, 2021). The company had been performing at its epitome for 

a long time and it had been able to generate a better business in terms of gas delivery or boiler 

installations in the UK. It is working to cut carbon emissions through its services and helps its 

customers to lead a carbon-neutral life (British Gas, 2021). The company serves over 9 million 

homes across the country and has a distinctive force of about 7500 engineers (Centrica PLC, 

2021). Through easy access to online services, a range of green energy tariffs, and smart meters, 

the company had been able to provide quality services (Centrica PLC, 2021).  

Sector: Energy utility sector 

Sectorial overview: The sector is quite competitive with a host of major players like Ovo, 

npower, and other prominent ones. This sector employs about 738000 people and supplies 

energy to 28 million homes and businesses (Higginbotham, 2022). The official structure of this 

sector is quite fragmented and so, there should be a good way to generate business. Some future 

trends in this sector state that 33% of new businesses would work on the traditional grid with the 

remaining ones opting for a renewable one (Higginbotham, 2022). As per the current forecasting, 

it is clear that in the future, several SMEs would come to this area that would address the 

demands of the customers and makes this sector a profitable one. There is going to be a huge 

dependency on new technology and the acceptance of talent strategies to ensure that the industry 

runs smoothly (Higginbotham, 2022). This showed that the market value of $432.2bn in 2020 

with a gradual decline of 8.7% in 2020 as compared with the previous year (Research and 

Markets, 2021).  

Competitors: Ovo, SSE, EDF Energy, npower, Scottish Power and others (Sönnichsen, 2022). 

Key drivers: Technology adaption, smart solutions, better recruitment strategy, and adaptable 

skills 

1.2.Problem statement 
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British Gas Company serves over 9 million homes across the country and has a distinctive force 

of about 7500 engineers (Centrica PLC, 2021). Through its innovative solutions, it had been able 

to offer quality services to its customers. However, recent situations had generated a problem for 

the business to running smoothly. For instance, the pandemic had created several service 

disruptions and this affected the customer numbers by some 2% to 6.9 million last year 

(Ambrose, 2021). In addition, the prices had been affected badly due to changing external 

dynamics in the energy and utility market. As a result, it is seen that the company faced a £1.6bn 

impairment charge and a full-year pre-tax loss of £577m (Ambrose, 2021). This had made its 

market share price drop to o a record low of just over 32p a share last year (Ambrose, 2021). All 

these problems had been created due to a faulty smart meter where most of the customers were 

not been able to connect with their smart app and this made it hard to track their energy bills 

(Barker, 2022). Such situations lead to poor customer service which made the customers move 

towards some other alternatives like npower and others. Lastly, some of the people’s complaints 

in the post-COVID period had increased greatly which gave a great warning signal for this 

company.  

 

Figure 1: Rise of complaints in the post-COVID period 

(Source: (Sönnichsen, 2022) 

1.3.Strategies 
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The problems mentioned above are quite a big issue as the business model is completely 

customer-centric. However, with the downfall of quality services, the customers could move to 

alternative options and so, proper strategies need to be used. In this case, the external, as well as 

internal areas, had to be analysed so that there is a better way to solve the problem. The problems 

will be solved by using some tools like PESTEL, Porter’s five forces, Resource based value, 

Capabilities, VRIO, Value Chain, and SWOT respectively. The insights obtained from this 

analysis will help to design some effective tactics that could lead to better success criteria for the 

chosen firm in the UK market. 

2. Main body 

2.1.External environmental analysis (Attractiveness) 

The external environment gives a proper analysis of the market conditions as well as gives an 

idea if it would be successful in the particular market or not. British Gas is one of the Big Six 

suppliers in the UK and it shares one of the greatest shares in the market (Alves, 2021). The 

company serves over 9 million homes across the country and has a distinctive force of about 

7500 engineers (Centrica PLC, 2021). All these facts showed a positive insight into the current 

utility market. Apart from these, we could sense that environmental challenges had made it hard 

to manage its business. Therefore, the external analysis would be done with the help of PESTEL 

and Porter’s Five Forces.  

The PESTEL analysis gave a detailed description of the external challenges affecting its business 

in the current market (Matovic, 2020). The first factor is political which states if there are 

barriers from admins or not. In the UK, British Gas had been facing several political 

interventions due to which it had to lose a profit of about 17% (Musaddique, 2018). This had 

made it hard for them to generate a good solution in the energy and utility market. In addition, 

the strict rules in the post-COVID scenario had made it hard to generate good business. This had 

come due to increased COVID cases and this had affected much of its operations, especially 

supply and distribution. After, this issue, there is an economic problem. It is seen that the UK’s 

GDP came down by 0.3% for the second month which reflected the issues in the electricity 

market (Wearden, 2022). This could be seen from the fact that a faulty smart meter created by 
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the company led to a high charge which is very hard to be paid by some of the customers 

(Barker, 2022).  

As most of the customers do not have a high income, so, the services were badly disrupted. The 

next factor is social where the attitude of the UK customers was seen. The social attitude of the 

UK customers is to pay a lowered rate but the high tariffs on the services had made it 

compulsory for them to shift to a cheaper one (Farmer, 2022). However, there were positive 

sides to the technology as well as the environmental side. On the technological side, the 

company had a plethora of online services, a range of green energy tariffs, and smart meters 

which made it provide quality services to its customers (Centrica PLC, 2021). In addition, British 

Gas is not facing an issue in this case as its solutions are quite a carbon neutral and there is a 

lower risk to the environment. This was a positive sign for the company in the UK market. 

However, legal issues and filings made it hard to convert into a permanent advantage for the 

company. The company had lost several legal battles against many customers which occurred 

due to illegal hikes in the bills (Pagnamenta, 2015). 

The next model is Porter’s five forces which define how the firm could attain a competitive edge 

in a particular industry by capitalizing on the five forces of the industry (Goyal, 2020). In this 

analysis, it is seen that the sector is quite competitive with a host of major players like Ovo, 

npower, and other prominent ones. In addition, in the few past months, the complaints related to 

bad services had increased greatly. However, companies could be successful if they could 

address the bargaining power of buyers and suppliers. Unfortunately, there is a high bargaining 

power of buyers due to which most of them shifted to a cheaper one (Farmer, 2022). In addition, 

the suppliers had high bargaining power, and the problem of offering low-quality services had 

made it such for British Gas (Sweney, 2022). This made it hard to serve the customers at a great 

stretch. The outcome is that its customer numbers get reduced by 2% to 6.9 million last year 

which lead to a huge loss in the current market (Ambrose, 2021). There is a high threat of new 

entrants as there is a policy in the UK where Ofgem, the regulatory body could allow any new 

entity to offer services if British Gas or other alternatives fail. In addition, the company could not 

be successful if it does not offer variety as there is a high threat of new substitutes for anyone 

who offers affordable and quality services in the UK market. 
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Thus, we could state that the market is less attractive as there is rising competition and the 

bargaining index of suppliers, as well as buyers, are quite high. In addition, the delivery of 

services is too low and this can affect the business very badly. Therefore, the company must 

work on some sides to make it competitive in the current market. 

2.2.Internal environmental analysis (Distinctiveness) 

The company must look into the internal environment as well because it is its resources and 

ability that could make them successful in any market. The analysis of the internal resources 

starts with their resources, competencies, and skills which are identified from the resource-based 

value. It is seen that its physical resources like smart meters, innovative tools, and direct mobile 

tracking to check the bills could create a good position in the market which faces the issue of 

checking carbon levels. Another good resource is human resources where the company had some 

excellent stakeholders that could help the company to get some good services in the future 

market. The next model is VRIO which indicates the quality of services in the current world 

(Miethlich and Oldenburg, 2019). It is seen that the services are highly valued due to their 

quality. Moreover, some of its services are quite rare and unique. In addition, there is innovation 

in the services offered by British Gas which could not be seen in any company. However, the 

company had one big issue the services are not so properly distributed to the customers. This 

gives the company a temporary competitive advantage. This should be made better in the current 

market due to rising competition in the market.  

As we explore further in the market, we could sense that a good channel should be there so that 

the services could reach properly. However, it is seen that this rests completely on the 

procurement as well as other options. Therefore, a value chain analysis would be performed. 

From the value analysis, it is seen that the inbound logistics is medium as there is a crisis in 

getting electricity and it had been very hard to convert them due to a low outbound logistic 

service (Sweney, 2022). Most of their operations were badly affected by the pandemic 

disruptions making it hard to reach the real market. However, its marketing efforts were 

increased greatly. Some evidence was given by the Marketing Society (2021) suggested that the 

company gained sufficient insights into the customers, developing new propositions like 

‘Cheapest Electricity in Britain’, ‘Energy Smart’, and others were persuading the customers. The 

outcome is that the sales were boosted to some height. However, the medium service delivery 
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affected the customer satisfaction level. In addition, a high standard of firm infrastructure was 

required but the HRM practices were very low leading to a low-skilled workforce. This made the 

procurement quite mediocre but its high technological investment made it easy to generate better 

services. Lastly, the SWOT analysis showed that it’s branding and market share were helping it 

but the services and smart meters were losing their competitive edge in the market. In addition, 

renewable services could lead to better profit in the post-COVID world but the high bargaining 

power of buyers, suppliers, and competition were affecting its position in the UK market. 

From this, we could see that the services offered by British gas had a temporary competitive 

edge and the inner problems in communicating with the stakeholders had a negative side and this 

had affected some of its sales. The lower focus on cost leadership and more attention on 

differentiation had lowered its position in the market. Thus, we could sense that the company’s 

operations did not stand on distinctiveness and this affected their position in the UK. 

2.3.Recommended strategy 

The strategies that could be used to restore the position in the selected market are – 

• Cost leadership should be given more focus as the UK market is quite sensitive and any 

small hike could lead to shifting in customer loyalty. Therefore, British gas should make 

its services affordable. 

• Smart meters are faulty making it hard to read the exact reading (Pagnamenta, 2015). The 

company should make an active service team who could solve the problem whenever 

demanded.  

• The company should work on HRM practices so that a good employee force is created. 

• Good relationships with suppliers as well as governmental bodies should be created so 

that there is lower external pressure. This would help to combat both legal as well as 

political pressure that is high in the UK market.  

• Lastly, the services should be delivered online as well as offline whenever required. It 

can integrate its excellent marketing team to generate better services in the current 

market. 

3. Conclusion 
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The report showed that strategic planning is very important in the current scenario. This will help 

the business to grow in the current market. The UK market with turbulence and external 

dynamics had created a huge problem in the current environment. Apart from these issues, there 

are internal ones as well which could affect the customer as well as the company badly. The 

internal analysis showed that British gas possesses some temporary competitive edge in the 

market. However, the inner problems in communicating with the stakeholders had a negative 

side and this had affected some of its sales. The lower focus on cost leadership and more 

attention on differentiation had lowered its position in the market. While the external analysis 

showed that the market is less attractive as there is rising competition and the bargaining index of 

suppliers, as well as buyers, is quite high. In addition, the delivery of services is too low and this 

can affect the business very badly. In addition, to maintain the distinctiveness and attractiveness 

of the company in the market, it should use cost leadership, improve relations with its 

stakeholders, improve its products and train its staff to get better business profit in an uncertain 

environment operated by various issues. 
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Appendix 

PESTEL 

Factors Description 

Political  British Gas had been facing several political interventions due to which it had 

to lose a profit of about 17% (Musaddique, 2018). In addition, the strict rules in 

the post-COVID scenario had made it hard to generate good business.  

Economic A faulty smart meter created by the company led to a high charge which is very 

hard to be paid by some of the customers (Barker, 2022). 

Social The social attitude of the UK customers is to pay a lowered rate but the high 

tariffs on the services had made it compulsory for them to shift to a cheaper one 

(Farmer, 2022). 

Technological The company had a plethora of online services, a range of green energy tariffs, 

and smart meters which made it provide quality services to its customers 

(Centrica PLC, 2021).  

Environmental British Gas is not facing an issue in this case as its solutions are quite a carbon 

neutral and there is a lower risk to the environment.  

Legal The company had lost several legal battles against many customers which 

occurred due to illegal hikes in the bills (Pagnamenta, 2015).  

 

Table 1: PESTEL analysis 

(Source: Created by the learner) 

Porter’s five forces 

Forces Description 

Competitive rivalry The sector is quite competitive with a host of major players 

like Ovo, npower, and other prominent ones. 

Bargaining power of buyers There is the high bargaining power of buyers due to which 

most of them shifted to a cheaper one (Farmer, 2022). 

Bargaining power of suppliers The suppliers had a high bargaining power and the problem of 
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offering low-quality services had made it such for British Gas 

(Sweney, 2022). 

The threat of new entrants There is a high threat of new entrants as there is a policy in 

the UK where Ofgem, the regulatory body could allow any 

new entity to offer services if British Gas or other alternatives 

fail. 

The threat of new substitutes There is a high threat of new substitutes for anyone who 

offers affordable and quality services. 

 

Table 2: Porter’s five forces 

(Source: Created by the learner) 

Resource-based value and capability 

Resource-based value could be defined as the distinctive nature of the resources held by the firm. 

In this case, we could see that the company had a variety of resources that could give it a good 

position in the market. The analysis is as follows – 

Resources Type Competences 

Smart meters, innovative tools, 

and direct mobile tracking. 

Physical Way to attain a good position in 

the market which faces the issue 

of checking carbon levels. 

Stakeholders  Human  Can help the company to get 

some good services in the future 

market. 

 

Table 3: Resource-based value and capability 

(Source: Created by the learner) 

VRIO 

Value Rarity Imitability Organized Net value 
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V R I O Competitive 

implications 

Services are highly 

valued due to their 

quality. 

Services are 

quite rare and 

unique. 

There is 

innovation in the 

services offered 

by British Gas. 

The services are 

not so properly 

distributed to the 

customers 

Temporary 

competitive 

advantage 

 

Table 4: VRIO analysis 

(Source: Created by the learner) 

Value Chain 

Primary activities Support activities 

Inbound 

logistics 

Operati

ons 

 

Outbou

nd 

logistic

s 

Marketi

ng and 

sales 

Servi

ce 

Firm 

infrastru

cture 

HRM Technol

ogy 

Procurem

ent 

There is a 

slight 

problem 

in 

procuring 

the 

required 

sources 

The 

operatio

ns are 

getting 

affected 

badly. 

A lower 

supplier 

base is 

creating 

problem

s in 

supplyi

ng the 

resource

. 

The 

marketi

ng and 

sales are 

quite 

good 

and this 

had 

enhance 

its sales. 

The 

servic

e 

delive

ry is 

medio

cre. 

High firm 

infrastruc

ture is 

there due 

to its 

branding. 

The 

HRM 

practices 

are low 

due to 

which 

there is 

a low 

service. 

Higher 

technolo

gy 

incorpor

ation is 

seen 

with the 

help of 

smart 

meters 

and 

renewab

le 

solution

A low 

supplier 

base is 

affecting 

the supply 

chain. 
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s. 

 

Table 5: Value chain analysis 

(Source: Created by the learner) 

SWOT 

Strengths Weaknesses Opportunities Threats 

S W O T 

Good brand 

Good workforce 

The higher range of 

service variety. 

Good grasp of the 

utility market 

Low skilled workforce 

Services are patchy. 

The smart meters are 

faulty.  

Smart meters could transform 

UK households. 

Renewable services can be 

used in the future. 

The services could attract 

better profits in the post-

COVID scenario.  

 

High competition 

Higher bargaining power 

of buyers and suppliers. 

Pandemic challenges 

Political and regulatory 

interventions  

 

Table 6: SWOT analysis 

(Source: Created by the learner) 
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