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ABSTRACT

This paper discusses the opportunities that wutilities have to
successfully market conservation investments +to commercial landliords and
tenants who are party to short-term |eases. Program characteristics that are
responsive to the needs of customers In this sector are Identifled and
marketing strateglies that address customer concerns and allay customer fears
are described. The conclusions are based upon an understanding of the factors
that make the short-term lease sector unique, the motivations of tenants and
landlords In the sector, and the factors that each group describes as barriers
to thelr Investment. '
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INTRODUCT {ON

The authors have recently investigated the effect had by short-term
leases on the decisions of commerclial building owners and tenants in the
Pacific Northwest to Invest In conservation. Our findings have led to the
formulation of guidelines for marketing conservation to the short-term-lease
sector. Short-term leases are defined as leases of three-year durations or
less. This paper focuses on the customer-percelved barriers to Investing In
energy measures and the opportunities that utilities have to effectively
market programs to thls group.

We belleve that many of our findings are relevant to the commercial
sector In Its entirety. The project research, however, speciflically addressed
the needs of commerclal customers who are party to short-term leases. Conse-
quently, we first address In this paper whether the short-term-iease sector
constitutes a unique sector from the perspective of utility program marketing.

Next, In Sectlon 2, we present the context In which owners and tenants
evaluate conservation Iinvestments., We describe elements of the flnanclal
strategy of owners and tenants, the constraints within which they perceive
themselves as operating, and the Investment opportunities that compete with
conservation for their doliars and effort.

Understanding the concerns and motivations of these commercial customers,
we are then In a position to appreciate the impediments to customer acceptance
of conservation programs. These barriers are described In Section 3.
Customer-perceived barriers do not preclude the successful marketing of energy
investments. Rather, it is a ltack of understanding of these perceptions on
the part of program planners that |imit customer acceptance. Utilitles can
successfully promote conservation measures If they dispel customer fears,
reduce customer risk and address customer needs. Thus, we conciude our paper
In Sectlon 4 with a discussion of opportunities that utiiitlies have to
effectlively market conservation to the short-term-iease sector.

Before tfurning to a characterizatlon of this sector, we describe the
primary and secondary research that we undertook in our study of the impact of
short-term leases upon conservation Investment decislons,

We studied the customers of three commerclal building types: offices;
non~food retall establishments; and warehouses. These bullding types comprise
half of the commerclal floor space In the Pacific Northwest (the area studied)
and have the largest proportion of short-term lease arrangements; 22% to 43%
of these establishments have short-term leases, depending on bullding Type.
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For our primary research, we conducted six focus groups: one was
comprised of bullding owners and thelr managers and one was comprised of
tenants In each of the cltles of Eugene, Oregon; Seattle; and Vancouver,
Washington. All particlpants were party to short-term leases. In all, 20
owners/managers and 19 tenants participated in the discussions. All three
bullding types were represented. In addition to the focus group discussion,
each participant also completed a brief written survey.

In addition to our primary research, XENERGY analyzed survey data
provided by a Paclific Northwest utility; Interviewed trade association members
In the Pacific Northwest; drew from the |iterature on conservation In this
sector; and conducted an Internal focus group among our company's senlor staff
members., This supporting Iinformation has enabled us +to evaluate the
representativeness of the concerns and opinions expressed by the focus group
members.

IS THE SHORT-TERM~LEASE SECTOR UNIQUE?

Utilities marketing to +he commercial sector are famlilar with the
principle on which market segmentation analysis Is predicated: customers may
be diverse with respect to thelr needs for utility services and their recep-
t+ivity to program promotions. Thus we ask, does the short-term—lease sector
constitute a unique market wlth respect to the needs and concerns of Its
constituents? We belleve I+ does.

In the retail and warehouse sectors, most lease agreements stipulate that
+the tenants pay for thelr own electriclty and natural gas usage. The number
of tenants who do not pay for thelr own usage, such as tenants in muitiple~
occupancy bulldings having & single meter, Is small and appears 1o be
decreasing with time. The offlce sector has traditionally been a sector In
which landlords pay for energy usage. However, even In +his sector,
increasing numbers of tenants are paying for their utlilities as "friple~net”
leases become more COmMON.

it Is clear that the party that bears the cost of electricity will
direct!ly beneflt from any Investment made to reduce electricity consumption,
or to shift I+ to lower-priced perlods. This party Is typlically the tenant In
retall and warehouse structures and the landlord of office property. All
landiords additlonally can beneflit from energy Investments [f the Investments
Increase the desirability or the market value of the property. How do short-
term-{ease arrangements affect the beneflts that tenants and landlords would
recelve?

Tenants

Short-term leases affect tenant decision-making In two primary ways.
One, the length of The lease puts a cap on the length of the period over which
the Investment must pay for Itseif. The required payback perlod may be very
short Indeed, For one-half of the short-term—lease holders included In the
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Pacific Northwest utiliity database, the lease duration Is only one year,
Exacerbating the lease-constrained payback period Is the fact that at any
given time, most leases are In progress. Consequently, marketing programs
that reach customers as they initiate their lease will be cost-effective for
the largest number of people.

Secondly, tenants with short-term l[eases are often restricted by thelr
landlords In the type of modificatlions to the buildings that they are allowed
to make. While all tenants must receive landlord approval before undertakling
modiflications to the structure or equlpment, the scope of acceptable modifica~
tions varles with the length of the lease. The longer the perlod to which the
tenant will commit, the more substantial the changes that the tenant Is
allowed to make to the structure and to the HVAC system. (The scope of
acceptable modifications also varles by building types.)

There Is a third element that makes the tenants with short-term |eases
unique. The lease length does not cause this customer characteristic, but
rather reflects It. Many tenants seek short-term leases because they are
experiencing uncertain busliness futures. These customers necessarliy have
short-term planning horizons.

l.andiords

As with tenants, short-term leases exert their influence upon landiords!
decision-making primarily through two means. One, landlords want to be able
to recover the cost of thelr Investment through Increased rents over the
course of the lease. The shorter the lease, the less |lkely that a landlord
will be able to recover the Investment whlie maintaining competitive rents.
While economists wlll recognize that this objection misconstrues the term
"payback,”™ by which Is meant that the Investment pays for I[tself through
reduced operating costs, the complaint is no less real to the landlords who
express it, and It is most pressing fo landiords with short-term leases.

Secondly, tenant turnover Is hlgher In property leased under short-term
contracts than under fong. As a consequence, much of the time of landlords
with short-term leases Is concerned with finding new tenants or catering o
the demands of current tenants so that they w!il renew thelr lease. As we
describe below, this demand on thelr time Is viewed by some landiords as
reducing their opportunity to research, purchase, and Implement cost saving
measures.

A final consideration In a landlord's decision to Invest Is whether an
Improvement In the energy efficlency of the bullding will result In Its
Increased marketabi!ity. Thls consideration Is not affected by the length of
The lease.
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UNDERSTAND NG CUSTOMER MOT | VATIONS

In thils section, we describe customer motivatlon for business actlions and
provide the financlal and operational context In which energy Investments are
evaluated by commercial customers. Understanding customer motivations, we
will then be able to evaluate the valldity of customer objectlons to conserva-
tlon programs, to design programs that satisfy "valid" criticisms, and to
market programs in a manner that reassures the customer and puts to rest
unfounded ob jectlons.

As above, we tfreat tenants and landlords separately. We discuss the
significance of energy costs to these two customer groups, thelr strategiles
for Increasing thelr profitability and the bullding characteristics that they
demand or supply.

Tenants

Commercial tenants perceive energy costs to be significant. In the
Pacific Northwest, the area of our 1985 study, energy costs were estimated by
tenants to be approximately 5% of thelr operating costs. While a few tenants
were not concerned about thls level of expenditure, most were. In general,
energy costs are particuiariy burdensome to firms experlencing low profit
margins. Newly established flrms are |lkely to be in thils sltuation, and
these firms are also among those with the shortest leases. Low profit levels
may also be found more frequently In some retall sectors and office sectors
than in others. Flnally, the strength of the local economy affects profit
fevels and, In the Northwest, the economy Is currently depressed.

As mentioned above, many tenants plan only for +the short run.
Investments with long payback perliods, while potentialily lucrative, are not
undertaken because they are outside of the firm's planning horizon -~ and for
good reason. New flirms have short expected |ifetimes. More than half of new

businesses fall In the first five vears. New flrms are thus understandably
reluctant to spend money to reduce future expenditures. No reduction In costs
will keep a flrm profitable If I¥s Income stream drlies up.

This reiuctance of new firms to Invest In measures To reduce operating
costs Is shared, to some extent, by many older establishments. Business
owners have a |[imited amount of +lime and energy, as well as of money, that
they can expend 1o Increase thelr profits. People often feel that thelr best
opportunlty for Increasing thelr profits is through increased sales; that Is,
through taking actlion in thelr area of expertlse and "compet!tive advantage,®
rather than through activity In an area wherein they must rely on the exper-
t+ise and trustworthliness of another. As with {andlords, when tenants talk
about Improving the "bottom |ine," they often mean "increasing Income."

How does this perspective on the source of profitability Influsnce
tenants willingness to Invest In thelr structures? They are most Inclined to
make changes to the bullding or equlipment that either Improve the attractive-
ness of the space (leading 1o Increased sales), or Increase customer and
emp loyee comfort (leadlng to Increased sales or Increased output).
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Landlords

The landiords studied did not feel that energy costs were significant.
Perhaps they do not believe that energy costs are burdensome because the costs
are, In the end, borne by the tenant, whether the tenant pays expiicitly or
+hrough the rental price. Nonetheless, we believe that landiords of office
space under a gross lease (l.e., utilitles Included) can be made Interested In
conservation investments through a carefully designed marketing program. The
basis of our belief Is that energy costs, while constituting a small propor-
+ion of the rental price, may constltute as much as 25% of landiords!
operating costs, particularly for those of older bullidings.

Because landlords' first concern Is the marketabl!lity of thelr space,
they make those changes to the building that tenants value most. Remodeling
Is done to Increase the attractiveness and comfort of the bullding for current
or prospective tenants. Landlords undertake major renovatlion of space infre-
quently, usually only when the structure has deterlorated to the polint where
I+ Is not functional. Occasionally, a bullding will be fully renovated to

upgrade It from one class to another. Landlords also replace equipment as
needed.

When a space upgrade Is wundertaken, landlords Improve the energy
efficlency of the buliding to make It competitive with the newer bulldings on
the market, which comprise most of the hligher grade stock. Likewise, a
fandiord who Is replacing deteriorated equipment or structural components will
conslder Installing energy efficlent systems because the added cost Is small
in relation to the fixed construction costs Involved. For example, a landlord
forced to repliace leaky wooden window frames can Install double panes at the
time of window replacement for minimal additional cost.

Landiords remodeling their buildings are wunilkely *To Invest In
conservation because tenants value energy effliclency less than atfractiveness
and comfort. Although tenants percelve energy costs as "signiflicant," it Is
easler for them to assign a value to an attractive bullding, extra garage
space and good lighting than It Is for them to assign a value to "efficlent
energy use." The latter requires them to be experienced with the cost of
energy consumption In comparable buildings and fo belleve the claims of the
landlord with respect to the effliciency of the bullding being considered.

Finally, landiords are motlvated fo invest In bullding iImprovements that
will Increase the resale value of +the structure. Because tenants are as yetl
unabie to value energy efficlent equipment and structures, these things do not
ensure higher occupancy rates or rental prices and thus will not generate a
higher resale price for the landlord.

PERCEIVED BARRIERS TO ENERGY INVESTMENT

in this sectlion, we present perceptions on the nature and consequence of
Investment In energy measures that are heid by landlords and tenants; these
are perceptlons that make commercial customers reluctant to Invest. The
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perceptlons may or may not be accurate: some may result from misinformation
or the tack of Information on the technical and financial characteristics of a
potential Investment; others may be a sound statement of the consiraints
Imposed on them by the market place, their employees or their landlords. For
a utllity conservation program to be accepted, It must meet customer needs and
expllicitly address customer concerns and fears. An understanding of
customers® preconceptions about energy Iinvestment Is therefore cruclal Fo
successful program marketing. '

The perceptions that we discuss in this section are those of commercial
landlords and tenants in the offlce, retall and warehouse sectors having
leases of three-years or less. Many of thelir concerns do not arise from the
short-lease duration, and a few are not even tied to the status of the
building as rental property. These general concerns are shared, we belleve,
by the offlice, retall and warehouse sectors at large and, for some of the
concerns, by the commerclial sector In general.

For both +tenants and landlords, we dliscuss perceptions regarding
conservation investments that relate to the following areas: +the risk of the
Investment {(for tenants) or the return on the investment (for landlords);
opportunities for Investment; and the effect of conservation on the "income
side™ of the equation determining profits. Additionally, for tenants we
discuss thelr cash flow constraints and for landlords we discuss constraints
imposed by conditlons of the lease.

Tenants

Risk Of Investment. Tenants percelve an Investment In conservation to be
risky. This may be tThe greatest barrier to Thelr acceptance of an energy
program.

Customers percelve Investments fto be risky because: (1) cost savings are
not guaranteed; (2) customers lack the tTechnical knowiedge necessary to
evaluate measures proposed by contractors and equipment salesmen; and (3)
customers who have undertaken conservation In the past sometimes found It
difficult to measure whether any savings resulted. Any person experienced In
statistically evaluating the Impact of conservation programs can certainiy
understand the uncertainty of Those customers stating the last objection.

We discuss In the next section ways In which utilities can both decrease
thelr customers® risk and promote an accurate perception of the risk. The
former without the latter will not result In Increased program participation,

Opportunities For [nvestment. Commercial tenants with short~term leases
do not perceive opportunities for conservation. Although the +enants inter-
viewed generally felt that thelr buiidings were not, on the whole, energy
efficlent, they do not perceive opportunities that +hey could undertake.
Three perceptions prevalled: (1) effective investments are necessarlily costly
Investments; (2) no Investments exist that will have a payback within the
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period of the lease; and (3) significant Investments will require landlord
approval, which they are unlikeiy to obtain.

Effect Of Conservatlion On the "Income Side.” Conservation generally Is
not viewed as a matter of meeting one's needs more efficlently. Instead of
expecting to get the same benefit for less cost, or to get an Increased
benefit for the same cost, tenants believe that conservation requires them to

sacrifice. Thelr comfort will necessarily be sacrificed as they turn down the
thermostat and turn off the hot water heater; the attractiveness of their
space will be sacrificed as |ighting displays are dismantled and plastic is

put over the windows and silis. Thus, tenants tend to believe that conserva-
tion Investments act in opposition to thelr attainment of maximum revenues.

Most tenants elther expressed or Implied this position at some point
during the discussions. However, the conversatlions Indicated that this was
more thelr "sense of things," rather than their conviction, and that they were
wllling To be shown to be wrong. For example, one tenant had Instalied a wood
burning stove precisely because she |iked its appearance In her store; as an
added benefit, It reduced her heating bills.

Cash Flow. Many commercial tenants salid that they had low cash flows and
that this was, for them, a major barrter to conservation Investment. The
perception that their cash flows cannot support an investment s consistent
wlth thelr perceptlion that all effective investments are costly.

Landlords

Return On Investment. Landiords interviewed in the study are convinced
that conservation investments are not cost-effective for them. Three reasons
are expressed: (1) they will not be able to recover their Investment during
the course of the short-term lease through higher rents; (2) Increased energy
efficiency will not decrease vacancles; and (3) Increased energy efflciency
wll]l not Increase the buildings resale price.

We have elaborated upon reasons (2} and (3) above; reason (1) requires
further explanation. While landlords Inslisted that conservation Investments
are not "cost-effective,® do not "increase the bottom |ine,® and have "no
payback,™ when pressed for an explanatlion they responded that they would not
be able to recover thelr Investment during the course of the lease. This
explanation misconstrues the term "payback," where the return on the Invest-
ment Is the reduction In operating costs over time. Certainly, landlords of
retal! and warehouse space do not pay for thelr tenants! electricity consump-
tlon and therefore will experience no reduction In operating costs. But
owners of offlce bulldings will recelve the benefits. Consequently, this
barrier to Investment perceived by offlce owners must be addressed by a
marketing program that effectively demonstrates the return on Investment that
a landlord can anticipate.

Some jease conditions restrict the beneflits that an office owner may

recelve. See the subsection below, Lease Conditions, for a further discussion
of this point.
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Opportunities For Investment. Landlords expressed three opinions about
the opportunity for conservation: (1) they expressed skepticism about the
effectiveness of many measures being promoted by vendors; (2) they belleve
that new bulldings are energy efficient; and (3) they believe that the older a
building is, the more opportunity there Is for conservation, but the lower the
rent Is,

Landiords told stories of old boilers that consume tremendous amounts of
energy and are operating In old bulldings whose rental price Is one-half that
of new buildings In the clty. The relationship governing Investment
opportunity Is typically that the bulidings that offer the most potential for
energy savings are those requiring the most expensive investment and for whlich
the landlord receives the least rent., In the words of one landiord, "The
opportunities are there, they are just a |ittle more costly than we are
willing to pursue.”

This relationship may implicitly rest on +the assumption +that the
Investment Is recovered through rents rather than through reduced operating
costs. Alternatively, the underlying objection of these landiords may be that
they do not have the cash flow 1o support large Investments because they
recelve low rents.

There are other scenarlios that may underlie landiords' reluctance to
Invest In old buildings. For example, older bulidings and newer bulldings may
not be perfect substitutes for tenants. Thus, they constitute two distinct
markets, rather than a single one. The return on Investment In the new
buifding market may be higher than that in the old building market. A [and-
ford having $50,000 to Invest In reducing the operating costs of his old
bullding may earn a higher return by investing In the construction of new
space. Other scenarlios that would support landiords reluctance to Invest In
old buildings Include the following. Perhaps the useful 1ife of the bullding
lImlts the payback period +to the point where the Iinvestment Is not cost-
effective; perhaps occupancy rates decline with bullding age and operating
costs decline with occupancy rates.

By identifylng which of these scenarios is operative, the utility can
determine which concerns [t needs to meet through responsive program deslign
(such as that of low cash flows), which It needs to meet through the provision
of accurate Information (such as a better understanding of "payback™), and
which concerns will preclude a fandiord's Investment In conservation.

Effect of Conservation On The "lncome Slide.® While tenants offen view
conservation as requiring a sacrifice, one that may result in reduced sales or
decreased employee satisfaction, a landlord sacrifices nothing by having an
energy efficient building. For landlords, the sacrifice occurs In greating an
energy efflicient bullding, that Is, In investing.

An Tnvestment requires the contribution of two resources: money and time

or effort, Landlords perceive that their Income will be Increased more If
they invest thelir money and time In areas other than conservation. f they
invest thelr money in Increasing the amenities offered by the space =~ Its
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appearance, Its comfort and Its facilities ~ they will Increase the rents that
they can recelve (or, equivalently, shorten the periods of vacancy). As we
discussed above, tenants can more readlly assign a cash value - a wlillingness
to pay ~ for tanglble amenitles than they can for "efficiency." Likewise, if
landiords invest their time and effort In seeking out tenants and negotiating
shrewdly, they wlll Increase the effective rental price and/or decrease the
vacancy period. In varying such factors as the price per square foot, the
tenant Improvement allowance, the price of parking and other "extras,"
reimbursement of moving costs and the number of months of free rent, fandlords
can directly increase thelir income. But such negotlatlions take time and, In
the short-term lease sector, occur frequently.

Because their time and money are |Imited (as Is frue for all of us),
landlords often percelive that conservation Investments usurp resources that
can otherwise be used to directly Increase their Income. While The
"accuracy®™ of this belief cannot be challenged, the belief does not address
the effect of the Investment on total profits. Thus, this objection can be
potentlally overcome if the financlal benefits of a conservatlon program are
made evident to landlords who pay for thelr tenants! electricity usage.

Lease Conditlons. A flnal barrier to conservation Investments faced by
some landlords of offlce space [s the terms of the lease. Responding to a
perfod of rapld escalation In electricity costs, some landlords of office
space {(a sector where gross leases are typical) sought a way to pass on cost
escalatlons during the course of the lease to tenants. Some ieases now defline
the costT of electricity at the outset of the |ease as the base cost, which The

landiord pays; all Increases In electricity costs above the base are pald by
the tenant. Landlords having a lease of this type In progress are only
willing to conslder conservatlon measures that promise to reduce electricity

costs below the designated base level.

OPPORTUNITIES FOR EFFECTIVE MARKETING

Understanding the barriers +that tenants and landlords percelve +to
Investing In conservatlion measures to reduce thelr electricity expenditures,
we are able 1o Identify gulidelines whereby programs can be developed and
marketed to achleve customer acceptance. Effective conservation programs will
meet commerclial customer needs, explliclitly address thelr concerns, and allay
thelr fears.

in this sectlon, we dlscuss characteristics of programs that wiil be
attractive to tenants and to landlords. We conclude the paper with the three
steps that must be undertaken for any program to succeed., Careful design,
demonstration and promotlon of a conservation program Is necessary so that
customers have both the means to control their loads and the hellief that such
control wlil benefit them.
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Programs Designed For Tenants

Conservation programs can be marketed to +tenants holding short=-term
leases under the following circumstances: the payback to the measure is less
than the length of time remalining until the lease expires; or the Inltial
costs are lowered (or other flinancial arrangements are made) so that tenants
do not have to increase their debt burden at market rates In order to invest;
or the uncertainty [s reduced concerning the potential that a tenant actually
has for cost savings at various levels of expenditure (thus reducling the
tenant's perceived risk); or the improvement in comfort or attractiveness from
the conservation measure fs pronounced.

With respect to the Initial costs of a conservation Investment, most
tenants Indicated that they did not have large cash flows. |In fact, thelr low
cash flows make thelr energy costs, which they estimate to be approximateiy 5%
of their operating costs, a "significant" burden. Furthermore, many tenants
do not want to Incur a debt or Increase their debt at market rates. New busi-
nesses may be operating from a line of credit during thelr flrst year. Thus,
a conservatlon program may only appeal to some tenants If [t does not require
a large outliay of funds.

With respect to +the uncertainty of a conservation I[nvestment, a
successful program will be one in which tenants feel competent to make a sound
Investment decislion without flirst becoming a technical expert In energy.
Unttil that time, the risk assoclated with Investment Is foo high. Tenants do
not know what opportunities thelr structures afford, how well equipment sold
by contractors performs, and the actual cost savings that they can expect to
recelve,

Finally, with respect to the last point, for a conservation program to be
successful, tenants must be shown that the program will Increase thelr comfort
or the attractiveness of thelr space In addition fo decreasing their fuel
cost, or tenants must be reassured that these characteristics of the space
wiil not be lessened by the Investment,

Programs Desligned For Owners

Commerclal conservation programs can be marketed to building owners and
managers under the following clrcumstances: +the buliding consists of offlice
space where the owner pays for the utillities; or the conservation program can
be demonstrated to the owner ‘o improve the marketability of the space; or the
program Is designed to focus on equipment replacements or space redecorating
(as opposed to a more major "renovation®).

With respect fto a program focus on the increased marketablility of the
space, the successful conservation program should emphasize the three bullding
characteristics that tenants value: low operating costs, comfort, and attrac-
tiveness., Of These three, It should be borne In mind that only comfort and
attractiveness are readlly observable to the potential lessee,
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With respect to a program focus on equipment replacement and space
redecorating, these are the renovation activities that +he owner undertakes
most frequently, A program that makes Information on conservation technolo~
gles and energy efficient equipment readily avallable would beneflt owners and
managers as they repalr and replace worn out portions of their HYAC and
iighting equipment. Information on the electricity consumption impacts of the
placement of walls, ceillings, doors, HVAC ducts and [ighting fixtures would
benefit landiords as they redecorate space for each new tenant. Programs
targeted to major renovatlons are less necessary; landlords report that they

undertake conservation measures on their own as they seek to upgrade the
space.

Steps For Effective Marketing

Three steps are required to develop utility conservation programs that
will be accepted by commerclial customers: responsive program design; program
demonstratlion; and progrem promotion. Whiie responsive program design may not
appear to be a "marketing" step, It is both a crucial part of marketing and It
provides the foundation for the other two steps. A program that meets

customer needs and wants - a responsive program - wiil go along way fowards
selling Ifself. Moreover, a program that falis o address the customerfs reai
needs =~ an unresponslive program -~ wiil be difficult To sell under any
campalign.

Responsive Program Design. Customers have diverse needs arising from
thelr bullding types, thelr lease iength, the maturity of their business,
thelr cash flow, thelr customer demands, thelr employee demands, and their own
flexibiiity and willingness to try something new. To be effective for both
the utliity and the customer, alternative programs need to be designed to meet
speclfic objectives, rather than a one-size~flts-al! approach, and the program
ob Jectives should be readily discernible to the customer.

important components of program design are Its percelved associated risks
and the financial commlitment required of the customer. Major objections
expressed by tenants Inciude the belief that investments are risky (i.e., the
| tkel thood that the Investments w!li generate savings of the anticipated size
is smali}, and that their cash flows are low. Landlords of low rent bulldings
alsc have low cash flows. Possibie programs to address these objections
include guaranteed savings {(an Insurance program), shared savings (a financing
program), low Interest [oans, and low-cost measures,

Program Demonstration. Commerclal +tenants belleve that comfort and
bullding attractiveness will be sacrificed with conservation. These fears,
aiong with the fear that the Investment Is risky, wiil be hard to dispel with
merely a deciaration that "rhat Is not true." Program demonstrations need to
be undertaken for diverse structures and business types., Customers wiil then
be able to Judge for themselves the effect on comfort and attractiveness and
evaiuate the [lkelihood of themselves achleving simiiar savings. Furthermore,
the customers who participate In the demonstration w!l! become effective
promoters of the program. Commerclial tfenants often distrust the advice of
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salesmen, whose Interests are clearly Independent of their own, but readily
Iisten to the experience of thelir peers.

Program Promotion. Successful program promotion requires that customers
be Informed how the program will meet their business concerns, Including
decreased operating costs, Increased revenues, and a pleasant work environ-
ment. Customers will be receptive to a program only If I+ Is evident that the
program 1Is compatible with +their operating objectives and constralints.
Customers need to be Informed of the array of programs belng offered by the
utlility and the profile of customer needs that each program is designed to
meet. Additionaliy, It Is Important +hat promotional campaigns address
customer fears and misconceptions as well as thelr needs.

Demonstration projects can be pariayed Into a promotion campalgn.
Customers In our study stated that they would like to see "case histories"
written and disseminated. They expressed a keen need for technical Informa=-
tion and would |ike Information from a neutral source, such as thelr utility
or an Yenergy consumers' report," describing what types of equipment and
measures work; which brands are best; and what measures work best In which
clImates, for which bullding types and under what operating conditions.

The perception of high risk wili 1imit the number of people wliling to
undertake any Investment. Through well~designed promotional campaigns,
utliltles can provide customers with the Information they need to reduce the
risk that they face, to form an accurate assessment of that risk, and to
undertake the conservatlion program that Is best for them.
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