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Lighting the way

Understanding the smart energy consumer

Almost 70 percent of 5000 respondents in our 2008 Global Utility Consumer
Survey are willing to experiment with how they interact with enerqy providers.
Many consumers have specific visions of what they want — and how much
they will pay for it. Their attitude change coinciaes with rising environmental
and economic urgency that is focusing attention on electricity infrastructures
across the globe. To satisty the smart energy consumer and stay competitive,
utilities must plan now to encourage beneficial consumer behaviors, leverage
customer analytics and segmentation, and understand the enhanced customer
interactions — all vital in a participatory utility network where consumers,
utilities and service providers share responsbilities and benefits.

Our 2007 report, “Plugging in the
consumer: Utility business models for the

Persistent climate change concermns,
volatile energy prices and a growing

awareness of technological advancement
in energy are leading consumers across
the globe to reconsider their role in the
electric power value chain. Influenced by
experiences in other industries, they are
willing to assume new roles and be more
involved with providers and technology.

At the same time, due to global demands
for climate change mitigation, the need to
support aging networks and generation
plants, and government stimulus plans
for weakened economies, substantial
increases in investment in utility
infrastructure are likely. For energy and
utility companies, this presents a historic
opportunity to encourage new, mutually
beneficial behaviors and create business
models to meet new consumer demands.

future,” explored the radically changing
relationship between consumers and
energy providers. To continue our research
about consumer expectations of energy
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providers, we launched a second survey
in the fall of 2008. And even during the
global economic downturn, progress
has continued along the two dimensions
shaping these changes: technology
advancement and consumers’ desire for
more control.

Other factors will further shape and

drive the speed of technology adoption,
ability to leverage control and formation
of goals embedded in accepting more
responsibility for energy choices. For
example, the consumers age 18 to 24
are very likely to embrace new self-
directed products and services, and
more likely than other age groups to be
willing to pay for them (see Figure 1). But
utility companies’ traditional methods of
consumer communications may well be
insufficient to reach this group effectively.
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Cost remains the most powerful motivator
of consumers’ desire for control and
willingness to change behavior; four in
five consumers would change the times
at which they do energy-consuming
housework in exchange for significant
savings. Consumers’ emphasis on climate
change is still strong and consistent across
countries, although they are less willing to
pay a premium for greener products and
services in the strained economic climate.

Investing in the consumer

In combination, our survey findings suggest
strongly that the historical view of customers
as like-minded is not sustainable — it is
already outdated in most places. As a result,
utilities must plan now to:

¢ Understand and encourage new
consumer behaviors that will be
important in the future industry
environment

¢ |nvest in customer analytics and
segmentation to assess the current
consumer base and lay the foundation for
continual reevaluation

¢ |nitiate a program to analyze enhanced
and new customer interactions that will
take place over a more dynamic and
data-rich network.

Generation, network and metering
technologies available today provide
tremendous opportunities to improve
capabilities and convenience for
residential and small business customers.
Realizing this potential, however, requires
shifting emphasis from utility-controlled
decision factors to consumer-driven ones.

How emerging consumer preferences

are met can open new avenues for
consumer satisfaction, create new revenue
streams, define new business models

and accelerate technology deployment,
lighting the way to a participatory utility
network in which consumers, utilities

and service providers successfully share
responsibilities and benefits.

To request a copy of the full paper when
available, send e-mail to
iibv@us.ibm.com

How can IBM help?

e Strategy and Change, Business Model Innovation and Smart Grid Maturity Model: Help
you define a company-specific strategy for moving toward a Participatory Network and
manage change as the key industry drivers evolve

e Selected Energy and Utilities Solutions and Offerings: Intelligent Utility Networks
(Advanced Meter Management and Network Automation Analytics), Customer Operations
Transformation and Power Generation Optimization
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