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Best Practices Research


Product Line Strategy, Smart Water Metering 

Europe, 2011
Frost & Sullivan’s Global Research Platform
Frost & Sullivan is in its 50th year in business with a global research organization of 1,800 analysts and consultants who monitor more than 300 industries and 250,000 companies. The company’s research philosophy originates with the CEO’s 360 Degree Perspective™, which serves as the foundation of its TEAM Research™ methodology. This unique approach enables us to determine how best-in-class companies worldwide manage growth, innovation and leadership. Based on the findings of this Best Practices research, Frost & Sullivan is proud to present the 2011 Europe Product Line Strategy Award in Smart Water Metering to Sensus.
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Significance of the Product Line Strategy Award

Key Industry Challenges Addressed by Strategic Product Lines 

The water industry currently faces multiple challenges which are holding it back from realizing its full potential.  Within this industry, the smart water metering market is no exception.  Firstly, difficulties exist in navigating a growing and ever more complex industry where multiple markets are converging and strong leadership is needed.  Second, challenges are seen in balancing the requirement for commitment towards technology with the need for flexibility in operability.  Lastly, difficulty persists in developing products that will not be left behind due to technological advancement. Combined, these three challenges present significant obstacles in realizing full market potential.  They are also intertwined and compounded barriers, which means in order to overcome them they must be addressed simultaneously.

Industry convergence is bringing together water utilities, meter manufacturers, meter data management and data security companies, meter installers and communications network developers to create integrated smart water network solutions which enable leading utilities to transform themselves from reactive into proactive distributors of an increasingly valuable resource. The challenge in a fragmented market is understanding how these different sectors can best come together to offer complete solutions. Strong leadership is needed to emerge so overcome this issue.  Strong leadership is built through partnerships and engagement with the wider market.  This allows for players to see where they best fit and how they complement others. This also provides an overall intimation to investors that there are companies who actively bring together best-in-class expertise, developing upon complementary technical know-how to provide top of the line solutions to the market.  This increases the value for customers and builds confidence in the products. 
There is a high level of uncertainty in the smart water market as a result of competing technological and communications standards. Many metering solutions providers have made strategic decisions to keep their communications options generic, catering for different models. This however slows down product innovation and development, leaving utilities unsure about the market. Current communications options include radio frequency (wireless mesh and point-to-point), cellular, such as the global system for mobile and general packet radio service (GPRS), telephony, broadband and power cable.  Each different system requires varying degrees of infrastructure depending on the demands of the deployment area. Geographical variations between rural and urban environments and topography can place different demands on transmission signals and some technologies require additional repeaters to strengthen signal.  Utilities also need to understand how their communications choices will possibly integrate with other utilities communications solutions in the same geography. Will this be a complementary or competitive environment? Will using networks also used for public consumer services put management of critical utility assets are risk during emergencies or during periods of peak demand. Different communications systems drain varying amounts of battery life for transmitters. It is crucial that utilities receive maximum battery life while not impinging on optimized performance.

The level of industry convergence and the number of competing technological and communications standards lower confidence in the longevity of individual point solutions.  If utilities make the wrong decision by investing in technology that becomes outdated or unable to be upgraded, they will see a limited return on investment and the requirement for additional investments to switch their smart systems to a new standard.  The water utility market is disinclined towards risky investments and as a result requires a strong evidence-based business case.  The market therefore needs an evidence-based solution that addresses these different challenges.  By addressing the different needs and gaining the support of complementary business sectors, individual solutions will see an increased likelihood that they will meet future market needs.  This comes about because the solution reflects broad market requirements and the wide market buy-in through partnerships increases the desire to see the solution survive changes in the market.  Market players that strategically understand these challenges and produce products that provide answers are set to make significant gains.
Impact of Product Line Strategy Award on Key Stakeholders

The Product Line Strategy Award is a prestigious recognition of Sensus’ accomplishments in understanding and supporting the developments required for Smart Water Networks. An unbiased, third-party recognition can provide a profound impact in enhancing the brand value and accelerating Sensus’ growth. As captured in Chart 1 below, by researching, ranking, and recognizing those who deliver excellence and best practices in their respective endeavors, Frost & Sullivan hopes to inspire, influence, and impact three specific constituencies:
· Investors

· Investors and shareholders always welcome unbiased and impartial third-party recognition. Similarly, prospective investors and shareholders are drawn to companies with a well-established reputation for excellence. Unbiased validation is the best and most credible way to showcase an organization worthy of investment.

· Customers
· Third-party industry recognition has been proven to be the most effective way to assure customers that they are partnering with an organization that is leading in its field.  

· Employees

· This Award represents the creativity and dedication of Sensus’ executive team and employees. Such public recognition can boost morale and inspire your team to continue its best-in-class pursuit of growth and strong competitive position for Sensus.
Chart 1: Best Practices Leverage for Growth Acceleration 
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Key Benchmarking Criteria for Product Line Strategy Award
For the Product Line Strategy Award, the following criteria were used to benchmark Sensus’ performance against key competitors:
•
Breadth of Product Line

•
Size of Addressable Customer Base

•
Impact on Customer Value

•
Impact on Market Share

•
Breadth of Applications/Markets Served

Decision Support Matrix and Measurement Criteria

To support its evaluation of best practices across multiple business performance categories, Frost & Sullivan employs a customized Decision Support Matrix (DSM). The DSM is an analytical tool that compares companies’ performance relative to each other with an integration of quantitative and qualitative metrics. The DSM features criteria unique to each Award category and ranks importance by assigning weights to each criterion. The relative weighting reflects current market conditions and illustrates the associated importance of each criterion according to Frost & Sullivan. Fundamentally, each DSM is distinct for each market and Award category. The DSM allows our research and consulting teams to objectively analyze each company's performance on each criterion relative to its top competitors and assign performance ratings on that basis. The DSM follows a 10-point scale that allows for nuances in performance evaluation; ratings guidelines are shown in Chart 2.
Chart 2: Performance-Based Ratings for Decision Support Matrix
This exercise encompasses all criteria, leading to a weighted average ranking of each company. Researchers can then easily identify the company with the highest ranking. As a final step, the research team confirms the veracity of the model by ensuring that small changes to the ratings for a specific criterion do not lead to a significant change in the overall relative rankings of the companies.
Chart 3: Frost & Sullivan’s 10-Step Process for Identifying Award Recipients
[image: image3.jpg]STER1 STEP2. STEP 3 STEP 4 STER'5
Analyze Industry \\ Confirm Award Establish Develop Best Conduct Best
Challenges and Categories of Award Criteria ) )Practice Research ))Practice Research
Opportunities Relevance and Instruments with Industry
Importance Value Chain
Players
STEP 6 STEP 7 STEP 8 STEP 9 STEP 10
Attribute Nominate Determine Complete Identify recipient
Relative Weights ))Top 3 companies ratings for ratings for all company based
for Criteria for award each company criteria and on final weighted
across criteria companies average rating






Best Practice Award Analysis for Sensus
The Decision Support Matrix, shown in Chart 4, illustrates the relative importance of each criterion for the Product Line Strategy Award and the ratings for each company under evaluation. To remain unbiased while also protecting the interests of the other organizations reviewed, we have chosen to refer to the other key players as Competitor 1 and Competitor 2.
Chart 4: Decision Support Matrix for 
Product Line Strategy Award

	Measurement of 1–10 (1 = lowest; 10 = highest)
	Award Criteria
	 

	
	Breadth of Product Line
	Size of Addressable Customer Base
	Impact on Customer Value
	Impact on Market Share
	Breadth of Applications/Markets Served
	Weighted Rating

	Relative Weight (%)
	20%
	20%
	20%
	20%
	20%
	100%

	Sensus
	8
	9
	9
	9
	9
	9

	Competitor 1
	7
	8
	7
	7
	8
	7

	Competitor 2
	7
	8
	7
	8
	8
	8


Criterion 1: Breadth of Product Line
Sensus has grown from a meter manufacturing company over the last one hundred years to become a leading global vendor of smart metering solutions.  Sensus identified the demand for a more complete and integrated solution for the smart water network market offered through one vendor, rather than from multiple.  Firstly, Sensus offers a wide range of technologically advanced water meters.  Sensus’ advanced 2009 iPerl uses electromagnetic technology that ensures the meter does not use moving parts and will not obstruct water flow during measurement. Sensus’ range of MeiStream meters use impeller technology and patented Floating Ball Technology™ to provide flow measurements at any speed. This advanced range provides Sensus with the ability to cater to specific needs, such as flow rate, type of measurement, and budgets of customers.  

Secondly, the Sensus FlexNet radio communications system, launched for water utilities in 2009, ensures both meters and management endpoints can be integrated into a smart water network for utilities to maximize efficiencies and analysis.  FlexNet uses a secure point-to-point private radio frequency transmission system, which eliminates the possibility of contention that can occur in cellular networks at peak times and ensures much higher levels of penetration to endpoints buried in footway pits or located deep within buildings.  FlexNet uses a separate priority channel during emergencies to ensure regular traffic is unaffected on its main channels.  The point-to-point transmission system is designed to operate for many years in what can be a changing radio environment so it can adapt and use other endpoints to ‘buddy’ signals should transmitters not reach a Base Station, offering further confidence in the system.  At deployment each endpoint transmitter is designed to reach two Base Stations to limit this potential and this also eliminates the need for utilities to install repeaters, which lowers deployment costs.   In expanding the sophistication of Sensus’ offerings, it has partnered with leading solutions providers in complementary industries, such as IBM, Cisco, Arqiva, BT and Detica, to optimize performance for meeting other needs, such as meter data management, security and communications. While some smart metering solutions providers have incorporated meter data management internally, Sensus’ view is to focus on its expertise in hardware and partner with leading software providers to create the best solution. The strength of Sensus, therefore, lies in its understanding of their internal strengths and knowing when to partner with outside firms to ensure the highest quality of its products.

Sensus’ close competitors, while offering similar solutions, are yet to differentiate themselves strongly in their choices of communications and technologies for their smart metering solutions.
Criterion 2: Size of Addressable Customer Base
Sensus is a world leading smart metering communications solution provider and has gained access to a global customer base. The market has yet to find a single dominant player, however, Sensus is one of the top tier global companies. With 10 million FlexNet endpoints installed worldwide, its technology is a leader in a growing market. FlexNet will be increasingly dominant in the coming years through its adoption by major meter and other utility network sensor endpoint manufacturers, as the data transmitter of choice. This will provide a huge platform for growth for Sensus and will act as a stamp of authority on Sensus’ ability to manufacture top of the line products.  This will also help strengthen the position of Sensus’ other products, such as smart grid controllers, and widen its addressable customer base further.

Criterion 3: Impact on Customer Value
Sensus has been able to generate a complete smart water metering network solution of considerable customer value consisting of meters, endpoint transmitters, and communications technology. As Sensus is a leader in the area of technology and communications standards, it has developed a strong smart water metering network proposition for water utilities.  Sensus has taken strong action in partnering with Detica and IBM to develop a secure system.  The partner names bring trust and a depth of specialist experience.  By committing to long range radio endpoint transmitters with direct links to Base Stations, minimal expense is needed by utilities to build infrastructure.  Communicating via a dedicated licensed radio frequency and using over-the-air re-programmable endpoints gives Sensus the ability to modify communications based on future customer needs.  

Battery life for Sensus endpoint transmitters will last to 15 years in a normal operating environment.  This is partly due to the mode of operation of the FlexNet point-to-point radio frequency network.  In a mesh system, where certain transmitters act as transmission hubs for other endpoints, the batteries will have a significantly shorter lifespan.  This increases the frequency of replacement of certain meters disrupting regular replacement schedules and driving up costs. The Sensus solution therefore instills a high level of confidence in customer utilities making an investment and increases their competitiveness when compared with those offered by other providers. Alternative strategies adopted by some competitors in the energy sector based on cellular communications may prove impossible to extend to water utilities due to endpoints requiring mains power for the SIM card endpoints and during peak times of demand these may prove less reliable due to contention with consumer traffic using the same network.   Sensus’ ownership of dedicated radio spectrum removes this potential complication.
Criterion 4: Impact on Market Share
Sensus is a leading player in the global smart water metering market. Acquiring a European market share in 2010 of almost 20 per cent, it has gained exposure to wider industries involved in the smart water metering network market such as data security, engineering and communications, and has developed partnerships with many leading companies in these complementary industries.  By working with some of the best recognized and developed businesses, such as IBM, Cisco, Arqiva and Detica in 2010, its market share will only increase with the strengthening of its core competencies and the development of advanced end solutions. With the future deployment of FlexNet on five of the UK’s top meter manufacturers, the market share for FlexNet is expected to grow further and it is likely that Sensus will witness an increased demand for its meters, partly as a reflection of customer confidence in its FlexNet offering.  The product line development decisions taken at a strategic level have produced advanced products, leveraging Sensus’ rich expertise and technological excellence.
Criterion 5: Breadth of Applications/Markets Served
One crucial factor in the development of smart water networking solutions is the need for a balance between commitment to technology and communications while at the same time, retaining the flexibility of the product to be utilized by, and integrated into, different software packages that utilities may operate. Metering and water metering network management are not the only IT area used by water utilities and so, it is important that solution providers do not complicate the data integration process within utilities. Sensus’ sensible commitments appeal to customers, helping the company become an industry leader. This also promises developments in software and data analysis in future. Sensus has developed a system that applies not only to the water industry, but also to the energy and gas industries. The operation of one communications system amongst all three utility industries creates a breadth of applications and market potential that can provide excellent value for money. Sensus’ competitors operate along a similar strategy but have not made the same commitments to the communications technologies that will maximize benefits for utilities and this may limit their market share in the long-term.

Conclusion

Sensus’ insight into customer needs and commitment to specific communications standards will provide the most reliable and best value for money in smart water metering and water metering network management. This is a result of the company’s strong relationships with leading players in complementary industries and Sensus’ ability to influence the direction of the market.  The strategic decisions have reinforced confidence within utilities on Sensus’ offerings, which will be upgraded in future to best suit the changing customer preferences.

The CEO 360 Degree PerspectiveTM - Visionary Platform for Growth Strategies 
The CEO 360 Degree Perspective™ model provides a clear illustration of the complex business universe in which CEOs and their management teams live today. It represents the foundation of Frost & Sullivan's global research organization and provides the basis on which companies can gain a visionary and strategic understanding of the market. The CEO 360 Degree Perspective™ is also a “must-have” requirement for the identification and analysis of best-practice performance by industry leaders. 

The CEO 360 Degree Perspective™ model enables our clients to gain a comprehensive, action-oriented understanding of market evolution and its implications for their companies’ growth strategies. As illustrated in Chart 5 below, the following six-step process outlines how our researchers and consultants embed the CEO 360 Degree Perspective™ into their analyses and recommendations.  

Chart 5: How the CEO's 360 Degree Perspective™ Model Directs Our Research
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Critical Importance of TEAM Research

Frost & Sullivan’s TEAM Research methodology represents the analytical rigor of our research process. It offers a 360 degree view of industry challenges, trends, and issues by integrating all seven of Frost & Sullivan's research methodologies. Our experience has shown over the years that companies too often make important growth decisions based on a narrow understanding of their environment, leading to errors of both omission and commission. Frost & Sullivan contends that successful growth strategies are founded on a thorough understanding of market, technical, economic, financial, customer, best practices, and demographic analyses. In that vein, the letters T, E, A and M reflect our core technical, economic, applied (financial and best practices) and market analyses. The integration of these research disciplines into the TEAM Research methodology provides an evaluation platform for benchmarking industry players and for creating high-potential growth strategies for our clients. 
Chart 6: Benchmarking Performance with TEAM Research
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About Sensus 

Sensus is a leading utility infrastructure company offering smart meters, communication systems and services for the electric, gas and water industries.  Sensus technology helps utilities drive operational efficiency and customer engagement with applications that include advanced meter reading, utility network management, data acquisition, demand response, distribution automation, home area networking and outdoor lighting control. Customers worldwide trust the innovation, quality and reliability of Sensus solutions for the intelligent use and conservation of energy and water.  Learn more at www.sensus.com.
About Frost & Sullivan

Frost & Sullivan, the Growth Partnership Company, enables clients to accelerate growth and achieve best-in-class positions in growth, innovation and leadership. The company's Growth Partnership Service provides the CEO and the CEO's Growth Team with disciplined research and best-practice models to drive the generation, evaluation and implementation of powerful growth strategies. Frost & Sullivan leverages 50 years of experience in partnering with Global 1000 companies, emerging businesses and the investment community from more than 40 offices on six continents. To join our Growth Partnership, please visit http://www.frost.com.
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