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= Predictably irrational consumers
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= Some consumer apps
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=  Summary
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Predictably irrational consumers

Lessons from behavioral economics
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The power of defaults
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The power of defaults
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The power of defaults

keyweord or E-Yalue Code Search CL

Life without Walls™ . Dell recommends Windows 7.

—"_* MOVE YOUR DATA, DONT LOSE IT!
—p  OMNLY $29 CLICK HERE »

Harme

o Customize | o Software & Accessories 0 Review

FSWITCH TO LIST VIEW -
SELECT MY PROCESSOR Inspiron 546
il Starting Price $2E-9

A faster processor increases the efficiency and performance of
vour applications and operations.
+ Processor
7y AMD Sempron™ LE-1300 (2.3 G Hz, S00MHz, S12KE)
[Included in Price]
+ Performance Processors
() AMD Athlon™ LE-1650 (2.8GHz. 800MHz, 512KB) [add $30]

Sempron”

+ Tech Specs

() AMD Athlon™ Il X2 250 (3. 0%Hz, 2MB) [l $20]
Dell Recommendead
() AMD Athlon™ 11 X2 240 (2.86Hz, 2MB) [add $50] Low Morthly Payments!!
+ High Performance Processors a &pply | Learn More
() AMD Fhenom™ || %4 945 (3.06Hz, SME) [add $260]

n Freliminans Ship Date: 201002010

() AMD Phenom™ Il X4 820 (2 3GHz, 6MB) [add $210]

() AMD Athlon™ 11 X4 530 (2 B&Hz, 2MB) [add $150] b Print Summary
Software & Senvices e
° Previous Component « Genuine Windows Vista® Home Basic ==
- SP1, 32-Bit
O Finished Personalizing - AMD Sempron™ LE-1300 (2.3 G Hz,

S00MHz, 512KB)
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The power of framing

Focus on profit ; Focus on loss
If you reduce the ) If you do not reduce the
temperature by 1 °C temperature by 1 °C you
you save X Euro per waste X Euro per year to
year much

»? ETH
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Social norms
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Source: Schultz et al
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The power of framing

SUBSCRIPTIONS

OFINON | wefcome to
WORLD | The Economist Subscription Centre
BUSINESS| _
e 3 ECORBR Pick the type of subscription you want to buy
or renew.
SCIENCE & TECHNOLOGY
FEOPLE| O Economist.com subscription - US $59.00
200KS & ARTS | One-year subscription to Economist.com. 6 8

WAncsaDaa| Includes online access to all articles from
IVERGIONS | The Economist since 1997,

| O print & web subscription - US $125.00
One-year subscription to the print edition

of The Economist and online access to all 32
articles from The Economist since 1997,

Source: Prof. Dan Ariely

Prof. E. Fleisch Slide 9 v? ETH
Eidgendssische Technbahe Hochsthale Thich

~ . .
March 2010 © Bits to Energy-Lab ETH / HSG YA University of St.Gallen Swies Fedecal Instetute o Technalogy Zurich



The power of framing

m SUBSCRIPTIONS

OPINION

Welcome to
WORLD | The Economist Subscription Centre
BUSINESS

FINANCE & ECONOMICS
SCIENCE & TECHNOLOGY
PEOPLE | O Economist.com subscription - US $59.00

BOOKS & ART: | One-year subscription to Economist.com. 1 6

Includes online access to all articles from
MARKETS & DATA
The Economist since 1997.

Pick the type of subscription you want to buy
or renew.

DIVERSIONS

O Print subscription - US $125.00

One-year subscription to the print edition O

of The Economist.

O Print & web subscription - US $125.00

One-year subscription to the print edition 8 4

of The Economist and online access to all

articles from The Economist since 1997.
Source: Prof. Dan Ariely
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The power of ankers

Prof. Elgar Fleisch
Room SEC E 2, +41 44 632 36 efleischimethz. ch
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The power of goal setting and feedback

= Goals should be high but realistic, specific, and set by oneself

= The Washing machine experiment
— 100 participants do 20 washing runs each

— Up to 21% more economical when goals are set by oneself and feedback
given

Source: Prof. A. Herrmann
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The power of the physical world
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The power of identity signaling
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Technology development
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Megatrend miniaturization

(4) Smart Things

(3) Mobiles /
Smart Omam

Miniaturization and cost reduction
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... link real world objects automatically with the

Internet

Virtual world

==
SNl —ra
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Consumer apps
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Today’s computers have no eyes and ears and thus a
rather blurred, low resolution mapping of the physical
world they are supposed to manage
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Better measuring instruments change the way we
see, understand and influence the world
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Just as X-Rays and ultrasound advanced
medicine, and as microscopes changed physics,
biology, material sciences etc ...
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... machine sensing advances the way ...
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... we do business
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Boost revenues via “talking products”

Oral-B® Triumph™ with SmartGuide

® Apnroved by the British Dental Heelth Foundation

& 30 cleaning technology with e to 40,000 pulsstions per
minute

& Wirgless Smantzuide unit encourages dentist-recommended
brushing

® Wireless visusl pressure sensor notifies you If you're brushing
too hard

® & prushing modes {clean, soft, massage and polish)

® Choioce of FlossAction™ and ProBright brush heads for
cleansr and whiter teeth

® Rechargssble hendle lests up to 14 days betwesn chargss”

; ﬂ-ﬂ'ﬁﬂy challenge - satisfaction or your money back!™

!
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Who helps us explaining this world? The new role

of the mobile phone

: Allergy Assistant
: Political Shopping
: Product Rating

: Price Comparison

Source: Courtesy of Robert Adelmann, ETH Zurich
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Resource efficiency apps
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Innovation drivers

= Deregulation / unbundling
= Energy efficiency mandate

=  Smart meter mandate

= Growing demand for ,,green” products and services

= Making money from new services
= New market players better place

= Brand value becomes crucial! ’ Goc)gle

= New technologies

@ ™~
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However, most smart metering installations lack

behind the expectations on savings and customer
satisfaction.

= Saving potential often below 3%

= Web applications with marginal
user base

= Expensive equipment only used
by a small consumer segment

= Hardly any psychological cues Velkommen til Malerjagten
to make engagement worthwhile e i o b '
ST Gat M pfasBrug. gosde ol i e Ta B saade
= Poor motivational approaches e o s 0 3o5bh 31 ey
e mae wher dany bar g d G
i st ke B S C
= ...but some players have proven L
that efficiency gains and user SRS o 1 b st b

satisfaction can be achieved
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A solid customer segmentation and thorough

customer insights is essential...

- How to get users involved?
- How to help them understand?
- How to induce changes in behavior?

= Or, to start with, who is my customer?

Te el Weils Mg : Nissiwienlmrung
Source: Sinus Sociovision
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... when all the little details are thought of.

= Counting up or down? =» Virtual budgets can lead to considerable
savings over normal data representations

= A dayorayear? =» Suitable projections (Hochrechnungen) can
much better motivate changes in behavior

= What’s my goal again? =» Goal selection can turn saving into a game

= Doitin public? = Social pressure & rewards can be powerful,
and even fun to deal with if done right
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And there are many details to consider!

= Choice is painful! =» Many techniques exist to convince users to
set themselves ambiguous saving targets

=  Whom to match with? = Choice of reference group is crucial to
foster participation

= How to say it? = Metaphors lead to different conclusions
among consumers

£ kKWh
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alWattgarde — Portal & CRM tool

Users

= Receive rewards for self
reading

= Get personalized feedback

= Compete with others, show » AR
effort in social networks, collect =
bonus points, etc.

= @ Miedriger Verbrauch
Utilities 5%
N

= Gear up for SM

= Generate user base

= Market energy services

= Use the CRM toolbox

[r—— .l_;u = e g —, |

Prof. E. Fleisch Slide 32 v? ETH

Endgemdssische Technbahe Hocheohale Thich

~ . .
March 2010 © Bits to Energy'Lab ETH/HSG " UanerSIty of St.Gallen wins Federal InatHute of Techrelogy Zurich



Towards the most suitable energy feedback

= MeasurelT combines the most
promising features of energy
feedback:
— Convenient & timely
— Integrated in the user’s daily live
— At hand when needed
— With a low usage barrier

— Ready for a further break-down of
the energy consumption to single
devices

© 2009
Bits to Energy Lab /| ETHZ /| HSG
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Handy energy feedback - connecting smart meters
with mobile phones

© 2009
Bits to Energy Lab / ETHZ /| HSG
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The carbon footprint of warm water is larger than

expected (10% of CO2 emissions)

Space heating

Privatetransport

Food & non-alcoholics

Water heating

Electricity (lighting)

Electricity (wet appliances)

Post & communication

Water supply & other misc services

Books & newspaper

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

Source: UK Carbon Attribution Model, Centre for Environmental Strategy, University of Surrey, 2005
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@ Amphiro com

i ® Amphiro com

366 Wh

O Amphro.com

"
-

.f

0.)

Source: Amphiro
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Why don‘t they talk to us?

Prof. E. Fleisch Slide 37 v? ETH

- Endgemdssische Technbahe Hocheohale Thich

March 2010 © Bits to Energy-Lab ETH / HSG VA University of StGallen Gt e o e



Summary
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= Try to understand what drives the behaviour of your consumers

= Use technology to leverage behavioral phenomenas around
defaults, framing, goal setting, and social norms etc.

= The technology is there. Do not start with technology, but with
emotional engineering

= First learn what your consumers like to know and do, only then
automate via technology

= At the same time increase your customer-knowledge
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