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What Type of Utility Do You Work For?

In the past, the everyday consumer could retrieve
electricity from one source—their local utility. But,
with the rise of energy efficiency and distributed
energy resources, that is no longer the case. Today,
consumers can make more choices than ever about
how much electricity they use and from where to
get it. To thrive in this new business environment,
utilities will need to embrace their residential customers and motivate them to take the actions they
want.
To better understand the challenges and opportunities utilities face in this area, The National Theatre
for Children (NTC) commissioned Utility Dive to
survey 144 utility executives about their residential
customer education programs. The survey focuses
on how utilities educate residential customers about
energy efficiency, demand response, demand-side
management, renewables and distributed energy
resources—all products that often require action by
the utility customer, and therefore a considerable
understanding of energy.

Investor-Owned
Utility
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Public Power
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11%

Municipal
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13%

Retail
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The results paint a picture of an industry that wants
to help create a more energy-savvy consumer but
isn’t quite sure how to do so successfully—or how
to measure that success.
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24%

19%

Where is your utility’s service
territory located?
Northeast 15%
Mid-Atlantic 10%

17%
Map

Southeast 17%
Midwest 24%
Northwest 9%

6%

Southwest 19%
Hawaii/Alaska 6%
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The Big Picture
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A survey of 144 U.S. utility executives reveals the industry is struggling to develop
effective education programs and measure return on investment.

F

or decades, utilities operated in a rare and
enviable business climate. Pretty much everyone in America bought the local utility’s
product—they had no other choice if they
wanted electricity. For that reason, utilities didn’t
have to spend a lot of time thinking about educating
the customer. In fact, most utilities didn’t even use
the term ‘customer’ for those they served; instead,
they often fell back on the impersonal ‘end user’ or
‘ratepayer.’ Customers were just the people who paid
them.
That started to change 15 years ago when some states
deregulated the retail side of the electric business. It
changed even more as policymakers enacted state
energy efficiency goals. Meeting these goals requires
action by utility customers—actions they will only
take if they understand why they should. But as
consumers used less electricity, utilities were faced
with a new problem.

Under the traditional regulatory model, utility revenues are tied to electricity sales, making energy efficiency a self-destructive goal for many utilities.
Meanwhile, solar costs dropped, leading to an increase
in solar panel installations by homeowners. Utilities
were not only seeing little-to-no growth in demand
for their product—suddenly, they had competition
for electricity sales.
The survey findings show that utilities know their
job is changing. Today, they must do more than just
supply a product—they need to engage the customer and help them understand how best to use it.

Is residential customer education a
higher priority for your utility than it
was 10 years ago?

76%
YES
12%
NO
12%
I DON’T

KNOW
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Is your utility placing more emphasis on transitioning to a more customer-centric business
model (such as the trusted energy advisor model)?

Yes, we are already
moving in that direction
Yes, we are considering
moving in that direction

No

I don't know
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Many utilities have already been moving in that
direction. The vast majority of utilities—76%—said
that residential customer education is a higher
priority for them than it was a decade ago.
More importantly, many of the utilities we surveyed
are transitioning to more customer-centric business
models, such as the trusted energy advisor model.
This is a major change for an industry that has long
worked within the confines of the traditional costto-serve monopoly model. But while they may understand the importance of residential customer
education, very few utilities—only 2%, in fact—think
they are doing a great job at it.
The biggest reasons for this shift are energy efficiency and rooftop solar. Policymakers and regulators
are increasingly turning to energy efficiency and
other demand-side resources as so-called ‘first fuels,’
while homes and businesses are installing solar at
record rates. This significantly changes the economics of the utility industry; more efficiency and solar
equals lower sales of utility power. But it also means
that residential customers can engage with their
energy use—something that appeared exceedingly
rare in the last century.
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97% of utilities surveyed said that they expect distributed generation to change the way they educate
residential customers in the next 5 years alone—and
that’s not a very long time in the utility industry.
43% even said distributed generation would “significantly” change residential customer education.
The bottom line for utilities is that the emergence of
distributed resources is changing how utilities think
about, interact with and, perhaps most importantly,
educate their customers.
But while utilities may understand why customer
education is important, they don’t seem to know
how to do it very successfully, or how to measure
that success.

97%

OF UTILITIES EXPECT DISTRIBUTED
GENERATION TO CHANGE THE
WAY THEY EDUCATE RESIDENTIAL
CUSTOMERS IN THE NEXT 5 YEARS.

The State of Residential
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Customer Education

Residential Education Curriculum

Convincing customers to care and proving return
on investment are the two biggest obstacles utilities
face in deploying successful residential customer
education programs.

Energy efficiency is the focus of most utilities’ residential customer education programs. 50% of utilities
say it is the most important area for their residential
customer education and awareness building programs.

43% of utilities surveyed said consumer interest was
the biggest challenge for their residential education
programs around energy efficiency and demand-side
management. Utilities also indicated they are finding
it difficult to measure return on investment for their
programs, with 37% citing it as their biggest challenge.
In fact, 57% of utilities reported that an inability to
prove return on investment (ROI) was their biggest
challenge to getting funding for education programs.
Utilities feel responsible for residential customer
education, but even they give themselves a bad grade.
While 75% of utilities surveyed feel they are most
responsible for residential customer education—over
other stakeholders such as federal and state regulators, third-party program implementers, and technology manufacturers—only 2% think their education
programs are great. Another 17% rated their performance as poor and 43% said it was average.

Next in line comes demand response, with 20% of
utilities deeming it the most important area for their
residential education programs. Demand response
requires some sacrifice on the part of the consumer,
since it can require customers to turn down air
conditioners and other energy-intensive appliances
on the hottest days of the year.
Renewables and distributed energy resources ranked
last on the utilities’ list, but this is not surprising.
Adding generation to the house is likely to require
a greater capital investment by the consumer—and
therefore greater persuasion. Distributed generation
therefore may not offer utilities the same bang for
the buck as energy efficiency measures, such as
swapping out traditional thermostats with higher
efficiency programmable ones. Furthermore, many
utilities are barred from selling distributed generation
to their customers—that’s largely the territory of
independent players like third-party owned solar
leasing companies. In these cases, utilities may see
distributed energy as competition—something to be
discouraged not encouraged. It is not yet clear how
utilities are educating their customers about rival
services like distributed energy—if they are at all.

What is the most important program for your utility’s customer education efforts?

50%
ENERGY
EFFICIENCY

20%
DEMAND
RESPONSE

18%

RENEWABLES

12%

DISTRIBUTED
ENERGY
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The Best Ways to Educate
A big challenge facing utilities is figuring out which
communication channels are best.
Direct mail and emailed newsletters were rated by
utilities as the most effective tools, respectively,
followed by advertisements, social media and community seminars. Webinars, on the other hand, were
least favored.
In terms of cost, the Internet won, with email ranked
as the most cost-effective communications tool. Social
media was next, but nearly tied with the old marketing stalwart—direct mail. Phone calls to customers came next but, once again, webinars ranked dead
last.

Do you expect the growth of distributed
generation to change the way you
educate residential customers in
the next 5 years?

3%
NO

EMAIL IS VIEWED BY UTILITIES AS
THE MOST COST-EFFECTIVE
COMMUNICATIONS TOOL
FOR CUSTOMER EDUCATION.

These findings are in keeping with common marketing wisdom but, are not aligned with overall best
practice for education and behavioral communications
strategy.
The results suggest utilities believe their Internet and
traditional marketing strategy is successful due to
its cost-effectiveness. But keep in mind that these are
the tools that utilities are using to administer their
current residential education programs—only 2% of
which utilities think are “great.” This may be an
opportunity for utilities to rethink their communications strategies and explore the effectiveness of
previously untapped resources.

54%

YES, SLIGHT
CHANGE

43%

YES, MAJOR
CHANGE
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In your opinion, how are your current programs doing at educating residential customers
and motivating them to take the actions you want them to?

Great

Good

Average

Poor

Not sure

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

THE INDUSTRY OVERWHELMINGLY BELIEVES THAT FINANCIAL
INCENTIVES ARE THE MOST EFFECTIVE MOTIVATOR TO
GET RESIDENTIAL CUSTOMERS ENGAGED WITH THEIR PROGRAMS,
WITH 72% OF UTILITIES SHARING THAT OPINION.
What Motivates Customers
It’s common wisdom that residential utility customers only think about their electricity on two occasions—when the power goes out and when they
receive a high bill. Neither of those moments can
exactly be characterized as positive for the utility.
So why do utilities struggle in motivating customers
about their energy use? Residential customers do
not appear to be well-educated about how they
consume energy day-to-day.

Utilities largely think it’s the customer’s fault, either
due to apathy or ignorance. 35% of respondents
believe the biggest challenge to getting customers to
save energy is that they don’t think their individual
actions make a difference. That’s followed by 23%
of respondents who feel that the biggest challenge
is that customers don’t know about those programs.
But some respondents hold the utilities responsible,
with 20% stating that their utility does not successfully communicate the benefits of energy savings
programs. These results align with the fact that very
few utilities believe their residential education
programs are effective.
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So, what can utilities do to get customers more
motivated? The industry overwhelmingly believes
that financial incentives are the most effective motivator to get residential customers engaged with their
programs, with 72% of utilities sharing that opinion.
These incentives typically come in the form of rebates
and tax breaks. And thanks to energy savings, the
promise of lower monthly energy bills is also implied.
OF UTILITIES BELIEVE THE

36%

BIGGEST CHALLENGE TO
GETTING CUSTOMERS TO SAVE
ENERGY IS THAT THEY DON’T
THINK THEIR INDIVIDUAL
ACTIONS MATTER.

But utilities might be jumping the gun. Financial
incentives can help encourage customers to make
decisions, such as enrolling in a program, but they
don’t solve the industry’s biggest challenge—that
many customers just don’t know about the programs.
The industry’s emphasis on incentives goes against
common marketing wisdom—awareness and knowledge lead to liking and preference, which then lead
to conviction and purchasing.
In other words, incentives are most effective when
customers already know and care about the behaviors they incent. Many utilities acknowledge they
are doing a poor job of educating their customers,
and many customers lack awareness of their programs—findings that suggest utilities need to bolster
their education and awareness-building efforts to
produce the behaviors they want.

Funding
Virtually no utilities think they are getting too much
funding from regulators for their residential customer education programs. Instead, most utilities see
funding as largely adequate, which may underscore
how committed many state regulators are to the
cause.
Utilities are not only largely satisfied with funding
for such programs, they also see more money coming
in the next five years. 10% see funding for residential
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customer programs rising significantly during that
time, while 58% see it rising slightly. ..............
Why are utilities so optimistic about future funding
for their education programs? It may stem from the
fact that many state regulators and policymakers are
increasingly pushing energy efficiency and demand-side resources, which require residential
customer education and interaction. Moreover, states
are expected to turn increasingly to those resources
as an inexpensive way to meet greenhouse gas reduction requirements under the Environmental
Protection Agency’s new Clean Power Plan.
But general optimism about funding for residential
customer education programs does not signal that
it is easy to persuade regulators or management to
actually fund them. The biggest obstacle for utilities
centers around proving a program’s financial worth.
57% of utilities said that an inability to prove return
on investment (ROI) was their biggest challenge in
getting funding for education programs.
OF UTILITIES EXPECT FUNDING

71%

FOR RESIDENTIAL CUSTOMER
EDUCATION PROGRAMS TO
INCREASE OVER THE NEXT
FIVE YEARS.

After that, utilities cited lack of reimbursement by
the state or public utilities commission (21%); management’s unwillingness to prioritize the program
(12%); and an unwillingness of management to
prioritize residential customer education (11%). The
last two answers may be related to the third—that
is, management may be unwilling to make programs
a priority because they are unsure if the PUC will
allow the utility to recover the costs. And the PUC
may be apt to decline cost recovery because the utility
is unable to justify the investment. The problem goes
back to the difficulty proving ROI for residential
customer education programs.
The biggest challenges with utility programs may
not be funding, but figuring out how to make them
successful, and how to measure and verify that
success.
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Return On Investment
By and large, utilities are not able to measure return
on investment for residential customer education
programs. Only 29% of utilities said they are able to
measure ROI, according to the survey results.
But that’s not to say utilities aren’t trying. 69% of
utilities surveyed use a straightforward cost vs.
savings approach to measuring ROI. That’s followed
by 63% of utilities that use load reduction to help
calculate ROI, 56% of utilities that use customer
satisfaction ratings, and 53% that use enrollment
figures.

57%
57% OF UTILITIES SAY THE

INABILITY TO PROVE ROI IS
THEIR BIGGEST CHALLENGE
TO GETTING FUNDING.

43% of utilities are not sure if they can fully recover
costs for their residential customer educational
programs. The high percentage of those who are
unsure may speak to the difficult way utilities must
do business. Not all states operate the same way, but
many require that the utility seek cost recovery of
an investment after it’s made. If it’s a tried-and-true
program, utilities have a fairly good sense about
whether or not a public utilities commission will
approve cost recovery. But if it’s new or experimental, it’s less clear.

68%

OF UTILITIES SAY THEY ARE
UNABLE TO MEASURE A RETURN
ON INVESTMENT FOR THEIR
RESIDENTIAL CUSTOMER
EDUCATION PROGRAMS.

Is your utility able to recover costs from residential customer education programs?

Yes

No

Not Sure
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LOOKING AHEAD
THE UTILITIES THAT SUCCEED

Utilities today see the customer as essential to their
future. As a result, the industry is trying to educate
and engage their residential customers about their
energy use. But as the survey results show, they are
struggling with their efforts to do so.

IN EDUCATING CUSTOMERS
MAY NOT ONLY BE BEST

Utilities can’t seem to get many residential customers
to know and care about the utility’s programs. They
are unsure how to develop a truly great residential
customer education program and acknowledge that
existing programs are not effective. They do not
have a nuanced understanding of what the most
effective and cost effective communication channels
are. Finally, they are finding it difficult to measure
success and win over management.

POSITIONED TO SURVIVE,
BUT TO THRIVE IN THE NEW
ELECTRICITY LANDSCAPE
TAKING SHAPE.

These are significant obstacles, but they should not
deter utilities from challenging themselves to grow
their residential customer education programs. After
all, these efforts are critical to the transformation of
the utility industry, and utilities know that. The
utilities that succeed in educating their residential
customers may not only be best positioned to survive,
but thrive in the new customer-centric electricity
landscape that is now taking shape.
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