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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:

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

2. Create a “Credible Threat”:  Yes, the Consequences are Scary

3. Reduce the Cost of Compliance

4. Help Contractors Explain Higher Bid…

5. …While Addressing the Issue of Inappropriate Upselling

6. Help Contractors Improve their Perceived Value

7. Help Distinguish Quality Contractors

8. Create a 360-Degree Culture of Compliance

9. Regain Trust
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THE COMMISSION SHOULD PUT THEIR THUMB ON 
THE SCALE TO ENCOURAGE QUALITY

• CNC = COST OF NON-
COMPLIANCE.  Product of:

• PICP = Penalty if Caught (Perceived)

• P(GC)P = Probability of Getting Caught 
(Perceived)

PICP x P(GC)P

ICE [AL+ATR+PF+HERS]
LR [EP x P(LJ)P f(ICE)]

CNC CC

• CC = COST OF COMPLIANCE.  
Sum of:

• ICE = Incremental Compliance Expenses

• AL = Additional labor (for 
installation, duct sealing, permit 
coordination, HERS coordination, 
inspection coordination, paperwork) 

• ATR = Additional truck roll

• PF = Permit fee 

• HERS = Registry fees, HERS Rater 
fee

• LR = Lost revenues.  Product of:

• EP = Expected profit on job 
(without compliance).

• P(LJ)P = Probability of Losing Job to 
a lower-price (non-compliant) 
contractor. (Perceived)
(This is a function of ICE)

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

• An HVAC Registry may be an effective way 
to catch the largest number of n’er-do-wells.

• But this need not be the goal.  Rather it 
should be to create a credible threat of being 
caught. 

• CSLB, continue with stings and publicize the 
outcomes.

• Note that even if an HVAC Registry is created, it 
will not solve the problem unless there is a 
mechanism in place to punish the people who 
are caught.

Would your competitor get caught 
for not taking out a permit?

Survey of 268 Contractors for WHPA, Heinemeier ACEEE Paper, 2010
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What would happen to him if he got caught?

2. CREATE A “CREDIBLE THREAT”:   
AND YES, THE CONSEQUENCES ARE SCARY

• 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

Why would he take that risk?

3. REDUCE THE COST OF COMPLIANCE

Survey of 268 Contractors for WHPA, Heinemeier ACEEE Paper, 2010
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4. HELP 
CONTRACTORS 
EXPLAIN HIGHER BID…

• Play a critical role in supporting a 
new kind of training: salesmanship.  

• Provide:

• A well-articulated argument for the 
benefits that the customer can 
expect directly and indirectly,

• Data and analytic tools to support 
that argument, and

• Training in how to make the 
argument.  

2015 Analysis for CIAG, 
White Paper #13

TIME MATERIALS TOTAL
FURNACE $945 $1,600 $2,545 
DUCT SEALING $360 $50 $410 
PERMITS $720 $110 $830 
HERS $270 $100 $370 
HOMEOWNER $0 $0 $0 
TOTAL $2,295 $1,860 $4,155 

TIME MATERIALS TOTAL
FURNACE $900 $1,500 $2,400 
DUCT SEALING $0 $0 $0 
PERMITS $0 $0 $0 
HERS $0 $0 $0 
HOMEOWNER $0 $0 $0 
TOTAL $900 $1,500 $2,400 

$1,395 $360 $1,755 
(73% increase)

FULL PERMIT, FULL ENFORCEMENT, FULL COMPLIANCE

NO PERMIT, NO ENFORCEMENT, NO COMPLIANCE

DIFFERENCE FROM BASELINE

TIME MATERIALS TOTAL
FURNACE $945 $1,600 $2,545 
DUCT SEALING $360 $50 $410 
PERMITS $720 $110 $830 
HERS $270 $100 $370 
HOMEOWNER $0 $0 $0 
TOTAL $2,295 $1,860 $4,155 

TIME MATERIALS TOTAL
FURNACE $900 $1,500 $2,400 
DUCT SEALING $0 $0 $0 
PERMITS $0 $0 $0 
HERS $0 $0 $0 
HOMEOWNER $0 $0 $0 
TOTAL $900 $1,500 $2,400 

$1,395 $360 $1,755 
(73% increase)

FULL PERMIT, FULL ENFORCEMENT, FULL COMPLIANCE

NO PERMIT, NO ENFORCEMENT, NO COMPLIANCE

DIFFERENCE FROM BASELINE

5.   …WHILE ADDRESSING THE ISSUE OF 
INAPPROPRIATE UPSELLING

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

• Help them by developing 
and deploying tools that 
will help well-meaning 
contractors to identify 
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.
Interviews of Contractors for SCE, 

Barriga et. al. 2012
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• Contribute to development 
of meaningful certifications 
that can help to give quality 
contractors a customer-
facing badge that might help 
to give confidence to 
customers.

• Provide templates for 
reporting findings that 
enhance customer’s 
perception of the value 
they will receive.

Survey of SCE Residential Customers, Barriga et. al 2012.

6. HELP CONTRACTORS IMPROVE THEIR PERCEIVED 
VALUE

“How would 
you describe 

your Air 
Conditioner?” 

(blue)

“How would you 
describe your 
Refrigerator?”  

(red)

• 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 
(such as Yelp and Angie’s List). Draft document for CoolDavis HVAC Program

7. HELP DISTINGUISH QUALITY 
CONTRACTORS
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Apply for 
permit

IOU 
Rebates

Tax 
Credits

Warran-
tees

Insurance

Purchase 
System

Purchase 
Refrig-
erants

Business 
License

Contract-
or License

Sell home

Rent 
Home

HVAC 
Service

8. CREATE A 
360 DEGREE CULTURE 
OF COMPLIANCE

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.




