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CONSUMER
BEHAVIOR AND
MARKET
TRANSFORMATION

KRISTIN HEINEMEIER
REALIZED ENERGY SOLUTIONS, DAVIS CA
REALIZED-ENERGY.COM

AUGUST 3,2018

RESEARCH ON CONSUMER BEHAVIOR AND MARKET
TRANSFORMATION SUGGESTS WAYS TO IMPROVE
COMPLIANCE

The Commission should put their thumb on the scale to encourage quality, in
several ways:

I.  Create a “Credible Threat”: Yes,You Might be Caught

Create a “Credible Threat”: Yes, the Consequences are Scary
Reduce the Cost of Compliance

Help Contractors Explain Higher Bid...

...While Addressing the Issue of Inappropriate Upselling
Help Contractors Improve their Perceived Value

Help Distinguish Quality Contractors

Create a 360-Degree Culture of Compliance

¥ © N o U1 A~ W D

Regain Trust




THE COMMISSION SHOULD PUT THEIR THUMB ON
THE SCALE TO ENCOURAGE QUALITY

* CNC = COST OF NON- e CC = COST OF COMPLIANCE.
COMPLIANCE. Product of: Sum of:

¢ ICE = Incremental Compliance Expenses
sséd AL = Additional labor (for
* P(GC), = Probability of Getting Caught Costs Pa installation, duct sealing, permit
(Perceived) on ¥ coordination, HERS coordination,
Cusgo\’“er inspection coordination, paperwork)

f * ATR = Additional truck roll
* PF = Permit fee

* PIC, = Penalty if Caught (Perceived)

ICE [AL+ATR+PF+HERS] » HERS = Registry fees, HERS Rater
PIC, x P(GC), LR [EP x P(LJ), f(ICE)] fee
I ] I 1 ° LR = Lost revenues. Product of:
Y, ra LY Vs * EP = Expected profit on job
LCNC - cC (without compliance).
P —— o  P(L)) = Probability of Losing Job to
! | a lower-price (non-compliant)

contractor. (Perceived)

/ (This is a function of ICE)

\
L \J_

|. CREATE A “CREDIBLE THREAT”:
YES,YOU MIGHT BE CAUGHT

Would your competitor get caught

f 3 permit? An HVAC Registry may be an effective way
or not taking out a permit/

to catch the largest number of n’er-do-wells.

YES I% rno:;.nl.v * But this need not be the goal. Rather it
: should be to create a credible threat of being
caught.

NO 36% e CSLB, continue with stings and publicize the

outcomes.

PROBABLY * Note that even if an HVAC Registry is created, it

Lo TS will not solve the problem unless there is a
mechanism in place to punish the people who

are caught.
Survey of 268 Contractors for WHPA, Heinemeier ACEEE Paper, 2010
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2. CREATE A “CREDIBLE THREAT™:
AND YES, THE CONSEQUENCES ARE SCARY

What would happen to him if he got caught? « CEC and the CSLB, work with the AG,
and with District Attorneys to come

up with a policy that can be
consistently effective statewide.

¢ It should be something like:
¢ First Strike:
Warning Letter

¢ Second Strike:
Listed on Website

* Third Strike:
License is Taken Away

Survey of 268 Contractors for WHPA, Heinemeier ACEEE Paper, 2010

3.REDUCE THE COST OF COMPLIANCE

Why would he take that risk?

32%
e
By —
A
I5% 16%
L
11% 1%
Rl 8%
6%
1 .
e T T T T T T

Lose Bid Lower Profits Customer Code Counter Measures too Forms too Hard  Risk? VWhat
Otherwise Doesn't Want  Inconvenient Hard Rislk?

Survey of 268 Contractors for WHPA, Heinemeier ACEEE Paper, 2010
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4. HELP
NO PERMIT, NO ENFORCEMENT, NO COM?I;"IIléNCE TERIALS orL C O NTRACTO RS
@ s wss o EXPLAIN HIGHER BID...

DUCT SEALING $360 $50 $410
PERMITS $720 $110 $830
HERS $270 $100 $370 * Play a critical role in supporting a
HOMEQWNER $0 $0 $0 . A .
e $2.205 e i new kind of training: salesmanship.
FULL PERMIT, FULL ENFORCEMENT, FULL COMPLIANCE * Provide:
TINE  MATERIALS TOTAL )

¢ A well-articulated t for th
FURNACE $900  $1,500  $2,400 wefl-articulated argument for the
DUCT SEALING $0 %0 %0 benefits that the customer can
PERMITS $0 $0 $0 expect directly and indirectly,
HERS $0 $0 $0 )
HOMEOHNER $0 $0 0 ¢ Data and analytic tools to support
TOTAL $900 $1,500 $2,400 that argument, and

DIFFERENCE FROM BASELINE 7 el o (et @9 e G0e

$1,395 $360 $1,755 argument
: 73% increase
Why is Your bid sp neyep, higher? ( )

Wwh
mn'fetgp.io 1oetfor all that Xtra .
2015 Analysis for CIAG,
Thanke) White Paper #13

~the Customer

5. ...WHILE ADDRESSING THE ISSUE OF
INAPPROPRIATE UPSELLING

¢ Contractor will have to
sell energy efficiency and
quality installation.

Help them by developing Pty g iyt }
and deploying tools that T
will help well-meaning ) .
contractors to identify | ; St e e
and distinguish work that

truly needs to be done
from unnecessary work,
so that they can convey
the need to do the work
while retaining customer
trust.

THE DANGER ZONE:

U b Dy sppming

INCREAS E ENERGY EFFICIENCY

THE COMFORT ZONE: oo ema bt ery bt
Appesiing o braditicnal sv-dr i v
n ot H VAL

Interviews of Contractors for SCE,
Barriga et. al. 2012

INCREASE TRUST
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¢ Contribute to development R0 r—
of meaningful certifications e “How would
that can help to give quality T e———— yot;oiis;::be
contractors a customer- s el Conditioner?”
i ed h isht hel ———1] (blue)
acing badge that might help =
to give confidence to rECESSARY | “How would you
ey describe your
customers. Refrigerator?””
cLean = (red)
* Provide templates for meALmAE [
. . VT, AR ENDLY [—
reporting findings that T
enhance customer’s RAN MOtET —
erception of the value i ——
PEreep o =
they will receive. P — =
Survey of SCE Residential Customers, Barriga et. al 201 2.

BRAY
UPPLEASANT
HARMIRLD
WDRTHLESE
DWANGERICH S
LINEPORTANT
IEXPEMSIVE
LINNEC ERGARY
LINHEAL THY
DY

LY

ENVT. LN ENDLY

:
;

LI MY

7.HELP DISTINGUISH QUALITY
CONTRACTORS

(such as Yelp and Angie’s List).

15 your company liensed by the Cabfornia State License Board? __Yes __ No
Licarie Type Ucants Numbar

L How Iong hat your Ecmany provided senveces in the Oy ?

Approximately h
s The last i
B, The last 24 m

rojects has your company completed in the City in:

. Moughly, what percentage of th bulldings you have berved in the City are i ssch of the
catmperses balow (Ihate thoukd sdd up to 100W]

L sngle family homes -

" 2 e

“ = ¥
Exisung

5. mngle family homes ~

e

e

1 your Eompany crtified 1o partcipate in Enengy Upgrade Californda? __ves __ Mo

. What trade cenifications 00 your b
yous tachnicians wha hold the cart

s hold? [for each, provide the percentage of

%

)

3
i
H
-
3
3
:
%
3
%
H
i
i
]
<

i apaie, maintenance, of service of advanced HVAC techncloges
" Duct sealing and testing
Thermostat neplacement

¥
2nd city enargy coda requarements
efticiancy finan,

* Help quality contractors to distinguish themselves from lower-cost competitors.
* Provide a rubric that customers can use for evaluating the quality of a contractor.

* Host a clearinghouse of contractor evaluations or provide guidance to third-party clearinghouses

wating
a for rabates o financng

Doas your company provide patentisl customens with information sbout: (plase check

i ORIMT.

chock all that apsiy)

2ed estimatas inchuding specified make and model of vy

tatiod
) before work gets stared

any subiject projects
14 ave finalled

checked

ment for CoolDavis HVAC Program

B el b determine the appeapnate uee of the

senaces that are required [such as sdjusting refrigerant

maritation for sny recon
COMEPONEnt, O TYStEm repsir or replacemant
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8. CREATEA - -—n
360 DEGREE CULTURE (@78 * '§ o |
OF COMPLIANCE : oW

> Tax i
Credits  §

N

Contract-
or License |

Business | Purchase
License | System

\ / = Purchase | _} \
Refrig-
\erants /

9. REGAIN TRUST

* Initiate a new process in order to regain trust on all sides:a “hard reset.”

* Include all stakeholders in an equal and substantive way in the process of vetting and
prioritizing alternative elements of the plan,

* Allocate the resources that are needed to enable stakeholders to participate (eg, stipends
and/or travel expenses).

* Provide sophisticated facilitation.

* Encourage all parties to come to the table prepared to compromise.

* Work towards having industry-wide support for any legislation that is needed.
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