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Mining for New Customers

Predicting the Probability of

Overview

zsDataMining
What isit (and isn't)
How isit used?
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What is Data Mining

The process of going from data to insights...

Utilities and Data Mining

Applications for competitive advantage

zCustomer retention/acquisition
Electric/Oil retention (at risk customers)

Gas acquisition (good prospects)
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Case Study: NW Natural Gas

Predicting the Probability of
Non-Customer Households Conversion to Gas

25 Develop model to predict conversion propensity
=5 Apply model to all non-customers homesin

Service te 0

= ldentify highest probability opportunities
Profile of household characteristics
phic distribution/concentration

Approach

=5 Sample of 10,000 homes
5,000 conversionsin 1999
5,000 non-customers on-main
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Model Assessment

Lift Chart —an important marketing tool.

25 Model lines show “lift”
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Variables in Logistic Regression Model

Impact on Statistical

Variable in Model Probability = Significance

Age of Home + Moderate =
Relative home values of neighborhood + Strong .
.

Ducted home + Strong B
Fireplace in home - Weak =
Neighborhood churn (percent turnover) + Weak =
Owner occupied + Strong =
Recent sale (last year) + Strong .
: .
Electric space heat - Strong I
Oil space heat + Strong =
.

Square feet + Strong
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Application of Results

25" Score” al non-customer sites
=5 Jses

Target Neighborhoods

Areas with concentration of high propensity to
convert homes
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Conversion Propensity Deciles
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Targets identified with GIS

zsAreas of high potential
All dots are non-customers
Blue dots show high potentia targets

|
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Deploying Model

Understanding and using business intelligence.

25 Demonstrate usefulness to management
Conceptual review

zEvduationof results
Anecdotestrom f1ield are positive |
- Higher-than-typical responserates |
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Data Mining Quotes/Axioms

z“Datamining is the discovery of interesting,
unexpected, or valuable structuresin large data

Data Mining Resources

=5 Clearly define objectives
&5 Secondary data sources 4()
Assessor data "%n
= SELY
MR

2z

S
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Viastering Data Mining: The Art and Science o
ustomer Relationship Management”, Berry & Linoff |
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