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How utilities can reinvent their business 
model to delight customers
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rowth in residential solar panels, increased use of smart 

meters and appliances and a more environmentally 

aware and technologically savvy customer base are 

challenging the electric utility industry’s more than 

80-year-old business model. In essence, prompting what has been a 

staid industry to diversify both what it offers its customers and how 

it engages them.

And while utilities’ traditional roles as energy suppliers and distributors 

won’t go away anytime soon, new competitors and technologies have 

raised the likelihood that a ‘business-as-usual’ approach will lead to 

increasingly dissatisfied customers. In turn, customers will seek ways 

to reduce dependence on their utility and, as technology advances 

permit, potentially look to cut ties altogether. 

“Utilities are realizing that they have to change their existing business 

model not only to be leaders, but to survive,” according to Tom 

Marshall,  IBM Analytics Energy & Utilities manager. 

The companies, he continued, are “being hit by greater use of 

alternative energy, smarter customers and smarter devices, while 

still being expected to provide the same level of service they always 

have,” he said.  And customers’ growing interest in self-generation 

and efficiency is threatening to reduce utility revenue at a time when 

the sector is facing the need to spend a significant amount of money 

to upgrade its aging transmission and distribution infrastructure. 

“UTILITIES ARE 
REALIZING THAT 
THEY HAVE TO 
CHANGE THEIR 
EXISTING BUSINESS 
MODEL NOT ONLY 
TO BE LEADERS, 
BUT TO SURVIVE.”

- Tom Marshall, IBM Analytics Energy 
& Utilities manager
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More utilities are realizing that they have customers that don’t need 

them as much as they once did and are “facing the possibility that in 

the future customers may not need their wires at all,” Marshall said.

This emerging dynamic has convinced a number of more forward-

looking utilities that they must work to shape their destiny rather than 

have it shaped for them. The critical element in that effort is keeping 

customers happy.

Increased competition and the need to improve how it interacts with 

customers are “legitimate” issues for the utility industry, according 

to Jill Feblowitz, vice president for IDC Energy Insights, a Framingham, 

Massachusetts-based market research advisory firm.

Feblowitz said that while incentives for distributed generation are 

driving more residential customers in some parts of the U.S. to install 

rooftop solar, even customers who enjoy low rates are considering 

the systems because of such factors as a desire for better reliability, 

greater control or environmental concerns. “This is eroding [utility] 

revenue … and some utilities are trying to figure out ways to better 

relate to their customers, reduce customer churn and replace lost 

revenue.”

MORE UTILITIES 
ARE REALIZING 
THAT THEY HAVE 
CUSTOMERS THAT 
DON’T NEED THEM 
AS MUCH AS THEY 
ONCE DID AND 
ARE “FACING THE 
POSSIBILITY THAT 
IN THE FUTURE 
CUSTOMERS MAY 
NOT NEED THEIR 
WIRES AT ALL.” 

- Tom Marshall, IBM Analytics Energy 
& Utilities Manager
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“Anybody who is in this industry needs to look at customers potentially 

being able to leave,” Feblowitz said, adding that while central station 

generation won’t disappear, distributed generation will continue to 

grow in popularity through such things as rooftop and community solar, 

and as battery technology evolves. The future utility distribution 

system, she said, will have to be designed to accommodate more 

distributed generation, including the potential for customers to also 

be power providers.

Feblowitz said that in its 2015 survey of utilities, IDC Energy Insights 

found that 32% of companies are either planning to buy new customer 

care and billing systems or upgrade and enhance current systems. 

“That’s a pretty decent number and nearly every utility is trying to 

figure out how to better relate to customers and catch up with 

other tech-savvy industries” on the best ways to communicate with 

customers where they are, whether through text messages, email, 

phone calls or websites. “Utilities are trying to relate to customers 

in ways they want to be related to … and need to know more about 

customers to figure out what kind of services to add.”

Andy Rice, vice president for products and analytics with The Weather 

Company, said the push by some utilities to become more customer-

centric marks a sea change for the sector. The Weather Company, 

parent of The Weather Channel, through its business-to-business 

division, earlier this year announced a partnership with IBM to provide 

real-time weather data to IBM’s platform that collects, combines and 

analyzes utility data streams to improve operations and customer 

service.

32% OF 
COMPANIES 
ARE PLANNING 
TO BUY NEW 
CUSTOMER CARE 
SYSTEMS OR 
UPGRADE THEIR 
SYSTEMS.
- IDC Energy Insights, 2015 
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“Customer satisfaction has traditionally not been among the top goals 

for utilities, which have focused on keeping the lights on and rates 

reasonable,” Rice said. “For most customers, the primary interaction 

with their utility is when they have a bill dispute or a power outage, 

both of which are generally negative experiences.”

Interacting with customers through a monthly bill by mail or during 

a telephone call when the power is out is no longer enough, and 

utilities must begin to invest in systems that will enable real-time 

communication and allow them to better understand and meet 

customer needs.

Rice said a number of technology companies have moved to fill the 

gap by using Internet-connected devices to notify a consumer who 

may be at work that his power is out, something utilities themselves 

may not immediately know. “Customers are becoming enamored 

with the technologies and services that these ‘in-between’ companies 

can provide and they are starting to force utilities into the passenger 

seat.”

But more utilities are learning that “they do have to cater to their 

customers and provide more attractive alternatives” to the traditional 

service model, Marshall added.

At a minimum, he said, a successful utility customer-outreach program 

must have two elements. “Number one and foremost is that if there 

in an event that may disrupt service, utilities have to communicate 

in real-time with their customers, letting people know that power 

outages could occur and when they do, giving them estimates of how 

long the power will be out.”

“CUSTOMERS ARE BECOMING ENAMORED WITH THE 
TECHNOLOGIES AND SERVICES THAT THESE ‘IN-BETWEEN’ 
COMPANIES CAN PROVIDE AND THEY ARE STARTING TO 
FORCE UTILITIES INTO THE PASSENGER SEAT.”

- Andy Rice, VP of Products & Analytics at The Weather Company



Next, utilities must identify those customers who would be interested 

in alternative rate plans by, for example, identifying who has installed 

solar panels, and offering them customized rates and services. 

Utilities, Marshall said, have long provided time-based and peak-

load-based pricing to large commercial and industrial customers 

and extending such programs to residential users is a logical next 

step. 

He added that utilities in the vanguard of this effort have dropped the 

arrogant attitude that often marked their relationships with customers 

and have beefed up marketing and customer service departments, 

in part by hiring people from other industries, such as the retail and 

hospitality sectors, that have long put the customer first. 

“Utilities need to reach out to their customers and make them feel 

they are special and help them lower their electricity costs. At the 

end of the day, most people want to save money,” Marshall added.

Feblowitz added that utilities should also automate social media 

scans to get “a sense of what customers are thinking and saying 

about them and what’s going on.” And she said utilities must invest in 

analytics to understand such things as customer consumption and 

billing patterns and what products or services might interest them.

J.D. Power’s 2015 residential customer satisfaction survey supports 

the argument that utilities must improve their interaction with 

customers. The survey, released in mid-July, found that while overall 

customer satisfaction with the industry rose for the third straight 

year, utilities are still underestimating the amount of communication 

UTILITIES MUST 
INVEST IN ANALYTICS 
TO UNDERSTAND SUCH 
THINGS AS CUSTOMER 
CONSUMPTION AND 
BILLING PATTERNS 
AND WHAT PRODUCTS 
OR SERVICES MIGHT 
INTEREST THEM.

- Jill Feblowitz, VP at IDC Energy 
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customers want and that even the best-performing utilities fall short 

of what customers expect.

A key part of improved customer relationships, Rice said, is greater 

use of social media and mobile apps on customers’ smartphones. 

And while neither technology is new to the industry, it must invest 

more in both technology and employees that know how to exploit it 

to best satisfy customers.

“You have a number of utilities who say: ‘We have a Facebook page 

and an outage map on our website and we’re awesome.’ It’s not 

enough; Twitter is not enough and the fact is marketing budgets of 

utilities are a half or one-third of what they likely should be,” Rice 

continued.

Utilities, he said, should take a page from the airline industry and 

use mobile apps to provide customers with warnings when severe 

weather is on its way that could lead to service outages. Should 

outages occur, utilities could use the app to notify customers that 

they are aware power has been lost and provide an estimate of when 

it will be restored.

Such a strategy, Rice added, also could offer utilities the ability to 

develop new revenue streams by, for example, including ads from 

tree removal companies as part of outage updates. “If they don’t do 

it, somebody else will,” he said.

J.D. POWER’S 
2015 RESIDENTIAL 
CUSTOMER 
SATISFACTION 
SURVEY SUPPORTS 
THE ARGUMENT THAT 
UTILITIES MUST 
IMPROVE THEIR 
INTERACTION WITH 
CUSTOMERS. 
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While utilities have been slow to embrace a customer-centric approach 

and have ceded ground to new competitors, Rice and Marshall agree 

that they have a number of built-in advantages that would allow them 

to close the gap.

“Most utilities don’t realize the power of the customer database they 

own and that is a big mistake,” Rice said. “It is very challenging to get 

phone numbers and emails from people and they have that. If they 

can create a positive, trusted brand there will be opportunities to 

monetize and bring in other programs. They just need to understand 

the power they have that is not unlocked.”

Big data is a key advantage held by utilities, Marshall added. “The 

industry has always had equipment such as transformers and 

substations that has sensors and reported back. Now it is tying it to 

homes with smart meters and appliances.”

By combining data streams from engineering, maintenance, operations 

and customer relations that have long been kept in separate silos, and 

overlaying that with analytics, utilities can make better decisions in 

real-time, develop energy solutions and move from being reactive 

to proactive, leading to more satisfied customers.

“MOST UTILITIES 
DON’T REALIZE 
THE POWER OF THE 
CUSTOMER DATABASE 
THEY OWN.”

- Andy Rice, VP of Products & Analytics at The 
Weather Company



IBM works with energy and utility companies around the globe 

to help them transform energy and sustainability challenges into 

opportunities. Discover new ways IBM can help you innovate, 

predict, engage and transform by assuming the role of the energy 

integrator, delivering a 360-degree customer-of-one experience and 

disruptively innovating business processes. From asset and workforce 

management to smart metering, grid operations, distributed energy 

solutions, customer experience, IoT, cognitive computing and beyond, 

IBM can help you leverage the power of analytics, cloud, mobile, 

social and security to improve operational efficiency and reliability, 

increase customer satisfaction and reduce costs.

LEARN MORE

http://ibm.co/1P4d0wq 
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