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ABSTRACT

Th Js paper d Jscusses the opportun It Jes that ut lilt i as have to
successfully market conservation Investments to commercial landlords and
tenants who are party to short-term leases. Program characterIstIcs that are
respons Jva to the needs of customers In th' 5 sector are Jdent t f Jed and
marketing strategies 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 their tnvestmente
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INTRODUCTION

The authors have recent Iy Invest Jgated the effect had by short-term
I eases on the dec f s Ions of commerc Ja I bu f I ding owners and tenants in the
Pacific Northwest to Invest In conservatIon. Our findings have led to the
formulation of gufdel (nes for marketing conservation to the short-term-Iease
sector. Short-term leases are defIned as leases of three-year duratIons or
less. This paper focuses on the customer-percefved barrIers to Investing In
energy measures and the opportunities that utilIties have to effectIvely
market programs to thIs groups

We be I feve that many of our f Jnd Jngs are re I evant to the commerc ra I
sector in Its entIrety. The project research, however, sp~crfJcal Iy addressed
the needs of commercIal 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 fifty program marketing.

Next, In Section 2, we present the context in which owners and tenants
evaluate conservation investments@ We describe elements of the financial
strategy of owners and tenants, the constra Jnts wfth 'i n wh fch they perce I va
themselves as operatIng, and the Investment opportunities that compete with
conservation for theIr dollars 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 36
Customer-perceived barriers do not preclude the successful marketing of energy
investments. Rather, it is a lack of understanding of these perceptions on

part program planners that I tmit customer acceptance@ Uti I itJes can
1!f""8~~"''''t!'~4!'''''4!''''' j Iy p.romote conservation measures if they dispel customer fears,
reduce customer risk and address customer needs. Thus, we conclude our paper
inSect ton 4 1M ith a discuss' on of opportun It tas that ut t lit Ias have to
effectively market conservatIon to the short-term-Iease sector@

Ing to a character i zat Ion of th ts sector, we descr i be the
and secondary research that we undertook in our study of the impact of

t"'"&"\>""'It.~~_"'l8"'iIf"l'i""'iIl'ft leases upon conservat,Ion investment declsions@

fed the customers of three commercIal building types: offices;
retail establ ishments; and warehousese These building types comprise

If the commercIal floor space In the Pacific Northwest (the area studied)
have the largest proportion of short-term lease arrangements; 22% to 43%

these establishments have short-term leases, depending on building type@
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For our prImary research, we conducted six focus groups: one was
comprJ sed of bu i Id t ng owners and the I r managers and one was compr' sed of
tenants In each of the cIties of Eugene, Oregon; Seattle; and Vancouver,
Wash tngton.. AI I part Ic I pants were party to short-term Ieases. In a I I, 20
owners/managers and 19 tenants part 1c Ipated 'n the dIscuss fons.. AI I three
buIldIng 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 PacIfic Northwest utll tty; Interviewed trade association members
tn the Paclf Ie Northwest; drew from the lIterature on conservation in this
sector; and conducted an Internal focus group among our company's senIor staff
members. ThIs supporting Information 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?

Uti I ities marketIng to the commercIal sector are famll far wfth the
principle on which market segmentation analysis Is predicated: customers may
be diverse with respect to their needs for utility 'services and their recep­
tIvity to program promotIons. Thus' we ask, does the short-term-Iease sector
const Itute a un tque market wIth respect to the needs and concerns of Its
constituents? We belIeve It does@

In the retail and warehouse sectors, most lease agreements stIpulate that
the tenants pay for theIr own electrIcIty and natural gas usage" The number
of tenants who do not pay for their own usage, such as tenants In multlple­
occupancy buildIngs havIng a single meter; is smal I and appears to be
decreasing with tlme@ The offIce sector has traditionally been a sector In
which landlords pay for energy usage@ However, even In this sector,
increasing numbers of tenants are paying for their utilities as "trIple-net"
leases become more common.

It J5 C Iear that the party that bears the cost of e Iectr tcity 1Ft J I I
directly benefit from any investment made to reduce electricity consumption,
or to shl It lower-prJ p tods@ This party t typIcally the tenant In
retail d warehouse structures and the landlord of offIce props y. All
landlords addItionally can benefit from energy Investments If the Investments
increase the destr Jlfty or the market value of the property@ How do short­
term-lease arrangements affect the benefIts that tenants and landlords would
receIve?

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 r Itself@ The requIred payback perIod may be very
short Indeed@ For one-half of the short-tarm-Iease holders Includ~d In the
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Pacific Northwest utility database, the lease duration Is only one year.
Exacerbatl n9 the I ease-constra tned payback per fod t s the fact that at any
given tIme.. most leilses are Tn 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 leases are often restricted by their
landlords In the type of modifIcatIons to the buildIngs that they are allowed
to make. While all tenants must receIve landlord approval before undertakIng
modifIcatIons to the structure or equipment, the scope of acceptable modifica­
tions varIes wIth the length of the lease. The longer the pertod to which the
tenant wi II commIt, the more substantIal -the changes that the tenant's
a I lowed to make to the structure and to the HVAC system * (The scope
acceptable modifIcatIons also varies by buildIng typeSe)

There is a third element that makes the tenants with short-term leases
unlquee The lease length does not cause thIs customer charactert ie, but
rather ref I acts f Many tenants seek short-term I eases because they are
exper I enc Jng uncerta in bus Tness futures@ These customers necessar t I Y have
short-term planning hortzons@

lords

with tenants, short-term leases exert their Influence upon landlords'
decision-making prImarily through two means e Onsa landlords want to be able

recover the cost of the Jr Jnvestment through increased rents over the
course of the leass@ The shorter the lease, the less likely that a landlord
wf I I be ab I e to recover the tnvestment wh i Ie rna tnta , n i ng compet t t Jve rents.
Wh i I e econom1sts wJ I I recogn tze that th tS ob ject ron m' sconstrues the term
~payback,n by wh tch is meant that the I nvestment pays for I tse I f through
reduced operating costs, the complaInt Is no less real to the landlords who
express it, it is most pressing to landlords w short-term leases@

Secondly, tenant is higher In property leased under short-term
than under long@ As a consequence, much of the time of landlords

leases's concerned wI finding new tenants or caterIng to
so they will renew theIr lease* As we

describe below, thIs demand on their tIme Is viewed by some landlords as
reduc tng i r opportun tty research, purchase, and Imp Iamant cost say In9
measures@

A final consideration in a landlord's decIsIon to Invest Is whether an
In the energy efficIency of the buIldIng wI II result In Its

Increased marketabtl Ity* ThIs consIderation Is not affected by the length of
leass@
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UNDERSTANDING CUSTOMER MOTIVATIONS

In thIs sectIon, we descrIbe customer motIvation for busIness actions and
provide the fInancIal and operatIonal context In whIch energy Investments are
evaluated by commercIal customers. Understanding customer motivations, we
will then be able to evaluate the validity of customer objections to conserva­
tIon programs, to design programs that satisfy "val fd" crItIcIsms, and to
market programs t n a manner that reassures the ·customer and puts to rest
unfounded objections.

As above, we treat tenants and I and lords separate Iy. We d fscuss the
sIgnifIcance of energy costs to these two customer groups, theIr strategIes
for Increasing their profitabilIty and the building characteristics that they
demand or supply.

Tenants

Commerc i a I tenants perce t va energy costs to be 5 Ign 1ftcant e I n 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 tenan~s

were not concerned about th ts Ieve I of expend tturs,< most· were. I n genera I,
energy costs are part Icu Iar I y burdensome to fIrms exper tenc Jng low prof It
marglns@ Newly establ tshed firms are I tkely to bel" thIs sItuatIon, and
these firms are also among those with the shortest leases@ low profIt levels
may also be found more frequently in some retail sectors and office sectors
than t n others@ F fna II y, the strength of the loea I economy affects prof It
levels and, in the Northwest, the economy Is currently depressed.

As mentioned above, many tenants plan only for the short run@
Investments with long payback perlods~ whIle potentially lucratIve, are not
undertaken because they are outside of the fIrm's planning horIzon - and for
good reason. New fIrms have short expected Ilfettmes. More than half of new
businesses fail in the first fIve years. New fIrms are thus understandably
reluctant to spend money to reduce future expendItures. No reductIon In costs
wIll keep a firm profitable If Its Income stream dries up.

is rei of new firms to invest In measures to reduce operatIng
costs's shared, to some extent, by many 0 Ider estab If shments. Bus t ness
owners have a I 1m t ted amount of t Jme and energy, as wei I as of money, that
they can expend to Increase thefr profIts. People often feel that their best
opportunity for increasing their profits is through increased sales; that Is,
through taking action In theIr area of expertIse and "competItIve advantage,"
rather than through actIvity In an area wherein they must rely on the exper­
tise and trustworthIness of another~ As with landlords, when tenants talk
about improving the "bottom lIne," they often mean "increasing lncomee"

How does this perspective on the source of profItability Influence
tenants willingness to Invest In theIr structures? They are most InclIned to
make changes to the buIldIng or equIpment that eIther improve the attractive­
ness of the space (I ead Tn9 to Increased sa Ias) JJ or tncrease customer and
employee comfort (leading to Increased sales or Increased output)$
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landlords

The landlords studIed did not feel that energy costs were stgntflcant@
Perhaps they do not bel Jeve that energy costs are burdensome because the costs
are, in the end, borne by the tenant, whether the tenant pays explIcItly or
through the rental prIce. Nonetheless, we belIeve that landlords of offIce
space under a gross lease (f.e., util fties Included) can be made Interested In
conservatIon Investments through a carefully desIgned marketIng program. The
basis of our bel let is that energy costs, whIle constitutIng a small propor­
tIon of the rental price" may constitute as much as 25% of landlords'
operating costs, particularly for those of older bulldings@

Because I and lords' f frst concern Js the marketab II tty of the i r space,
they make those changes to the buildIng that tenants value moste Remodeling
Is done to Increase the attractiveness and comfort of the building for current
or prospective tenants@ Landlords undertake major renovatIon of space Infre­
quently, usually only when the structure has deterIorated to the point where
It Is not functional @I Occasionally, a buf Iding wi J I be Ily renovated
upgrade It from one c I ass to another. land lords a I so rep Iace equ Ipment as
needed.

When a space upgrade is undertaken, landlords lmprove the energy
efficIency the building to make it competitIve with the newer buildIngs on
the market, whIch comprise most of the hIgher grade stock@ likewIse, a
landlord who Is replacIng deterIorated equIpment or structural components wll I
consIder Installing energy efficient systems because the added cost Is small
In relation to the fixed constructlon costs Involved~ For example, a landlord
forced replace leaky wooden window frames can Install double panes at the
time wIndow replacement for minimal addItIonal cost@

land lards remode I I ng the i r bu i I d fngs are un I 'ke Iy to invest In
conservatIon because tenants value energy effIcIency less than attractiveness
and comfort@ Although tenants perceIve energy costs as "significant," it Is
easJer for them to assIgn a value to an attractive bul·JdJng, extra garage
space and good IIght I ng than It ts for them to ass 19n a va I ue to "eff Ie lent
energy use. t1 The !atter requ t res them to be exper' enced wIth the cost of
energy consumption In comparable buildings and to believe the claims of the
I I wIth the f lancyof building being considered$

Finally, landlords are motIvated to invest In buJldlng improvements that
will increase the resale value of the structure. Because tenants are as yet
unable to value energy efficient 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.

EI BARRIERS ENERGY INVESTMENT

In this section, we present perceptIons on the nature and consequence of
investment In energy measures that are held by landlords and tenants; these
are percept rons that make commerc fa I customers re f uctant to Jnvest ~ The
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perceptIons mayor may not be accurate: some may result from misinformation
or the lack of Information on the technIcal and fInancial characteristIcs of a
potent Ia I f nvestment; others may be a sound statement of the constra fnts
Imposed on them by the market place, their employees or theIr landlords. For
a utll tty conservatIon program to be accepted, It must meet customer needs and
explIcitly address customer concerns and fears. An understanding of
customers' preconcept Ions about energy Investment fs therefore cruc' a I to
successful program marketIng. ~

The perceptIons that we dIscuss In thIs section are those of commercial
landlords and tenants in the offIce, reta' I and warehouse sectors having
leases of three-years or less. Many of their 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 believe,
by the off ice, rata t I and warehouse sectors at Iarge and, for some of the
concerns, by the commercIal sector In generate

For both tenants and landlords, we discuss 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 eff t of conservation on the "Income
side" of the equation determining proflts@ AddItionally, for tenants we
discuss their cash flow constraints and for landlords we discuss constraints
Imposed by condItions of the lease@

Risk Of '~U~~~~l~~~a~

rlsky@ This may
program;l)

perceive an investment In conservation to be
greatest i er the i r acceptance of an energy

Customers ive investments rIsky because: (1) cost savings are
not guaranteed; (2) customers lack the technical knowledge necessary to
eval measures proposed """II'."...p~~"""~"""iI"'li"" equipment salesmen; and (3)

who undertaken the past sometimes found It
to measure Any person experIenced in
II eval ion programs can certainly

Ing the last obJectlon$

section ways in whIch util ities can both decrease
promote an accurate percept Ion of the r t sk $ The

wll I not result In increased program parttclpatJone

las CommercIal tenants with short-term leases
ive opportunities for conservation. Although the tenants inter­

I t that the i r bu i Idings were not $I on the who Ie, energy
lei they do perceive opportunities that they could undertake.

perceptions prevailed: (1) effectIve Investments are necessarily costly
Jnvestments; (2) no investments ex i st that wi I I have a payback wIth t n the

5~135
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pertod of the lease; and (3) sIgnifIcant Investments wIll requIre landlord
approval, whfch they are unl fkely to obtaIn.

Effect Of Conservation On the "Income SIde." Conservation generally is
not vIewed as a matter of meetIng one's needs more effIcIently. Instead of
expecting to get the same benefIt for less cost, or to get an increased
benefIt for the same cost, tenants bel feve that conservation requires them to
sacrIfIce. Their comfort wil I necessarIly be sacrIfIced as they turn down the
thermostat and turn off the hot water heater; the attractJveness of their
space wIll be sacrificed as lighting dIsplays are dIsmantled and plastIc is
put over the windows and sills. Thus a tenants tend to bel Jeve that conserva­
tion investments act in opposItion to their attainment of maxImum revenues@

Most tenants eIther expressed or Impl Jed this position at some poInt
dur Ing the drscuss ions It However, the conversat ions Ind rcated that th Is was
more their "sense of things," rather than their convIction, and that they were
willIng to be shown to be wrong. For example, one tenant had instal led a wood
burning stove precfsely because she liked Its appearance Tn her store; as an
added benefIt, It reduced her heating bl' Is@

Cash FlOWe Many commercIal tenants said that they had Jow cash flows and
that this was, for them, a major barrier to conservatfon tnvestment@ The
percept Ion that the f r cash flows cannot support an I nvestm,ent is cons i stant
wI theIr perception that ai' effective Investments are costly@

Investmente landlords Interviewed in the study are convinced
that conservation inve ments are not cost-effective for theme 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

fie fency wt I I not decrease vacanc Jes; and (3) f ncreased energy af fie rency
wil I not increase the buildings resale price$

We have elaborated upon reasons (2) and (3) above; reason (1) requIres
explanatfon@ While landlords insisted that conservation investments

are fectIve," do not "increase the bottom I ina," and have "no
payback," when pressed for an explanation they responded that they would not
be ab Ie to recover the Jr Jnvestment dur Ing the course of the Jeasee Th Is
explanation misconstrues the term "payback p " where the return on the Invest­
ment Is the reductIon in operating costs over time. Certainly, landlords of
retail and warehouse space do not pay for their tenants' electricIty consump­
tIon and therefore wI II experience no reduction in operating costs. But
owners f tee bu tid i ngs wi I I race 1ve the benef its @ Consequent Iy, th is
barrier investment perceived by off lee owners must be addressed by a
marketing program that effectIvely demonstrates the return on Investment that
a I lord can anticlpatee

Some lease conditions restrict the benefits that an office owner may
receJvee See the subsection below, lease ConditIons, for a further discussfon
of is point@
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OpportunIties For Investment. Landlords expressed three opinIons about
the opportun tty for conservat Ion: ( 1) they expressed skept let sm about the
effectIveness of many measures being promoted by vendors; (2) they belIeve
that new buildIngs 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.

Landlords told storIes of old boilers that consume tremendous amounts of
energy and are operating in old bulldrngs whose rental price Is one-half that
of new buildIngs In the crty. The relatIonshIp governIng Investment
opportunity Is typIcally that the bull-dIngs that offer the most potential for
energy savIngs are those requIring the most expensive investment and for whIch
the I and lord race Ives the Ieast rent e I n the words of one I and lord, "The
opportun it i es are there, they are just a I ftt Ie more cost Iy than we are
will Jng to pursue."

This relatIonship may impl tcltly rest on the assumptIon that the
Investment is recovered through rents rather than through reduced operat Jng
costs e Alternatively, the underlyIng objection of these landlords may be that
they do not have the cash f low to support I arge I nvestments because they
receIve low rentse

There are other scenar i os that may under I Je Iand lords' re Iuctance to
Invest in old but Idlngs* For example, Idar buildIngs and newer buildIngs may
not be perfect substItutes for tenantse Thus, they constitute two dIstInct
markets, rather than a s tng Ie onee The return ant nvestment t n the new
buIlding market may be higher than that in the old building markete A land­
lord hay i ng $50,000 to tnvest t n reduc t ng the operat Ing costs of htsol d
bu II ding may earn a higher return Jnvest f ng in the construct ton of new
spacee Other scenarios that would support landlords reluctance to invest In
old buildings Include the followlnge rhaps the useful I Ita of the building
I imits the payback perIod the point where the Investment is not cost-
af ive; perh s occupancy rates decline wIth llding age and operating
costs lIne with occupancy

By identi these scenarios is operatIve, the uti I tty can
determine whi It needs meet through responsive program design
(such as flows), wh it needs to meet through the provision
of accurate fn+"~"':ll'ln~!""t"ion (such as a better understanding of "payback"), and
which concerns wit I lude a landlord's investment in conservatJone

"I ncome SI de. If Wh i I e tenants often view
Ion as requiring a sacrff e, one that may result in reduced sales or

e ayee I sfact , a I a ord sacr t f fces noth i n9 by hav i ng an
ficient buJldJng~ landlords, the sacrifice occurs in r an
ficient building, that is, in investing.

investment requires the contri ion of two resources: money and tIme
or effort~ Landlords perceive that their Income will be increased more if

Invest their money and time In areas other than conservatIon. If they
their money in Increasing the amenities offered the space -. Its
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appearance, Its comfort and Its facti fties - they wit I Increase the rents that
they can receIve (or, equfval~ntly, shorten the periods of vacancy) a As we
discussed above, tenants can more readIly assIgn a cash value - a willingness
to pay - for tangIble amenitIes than they can for "efficiency." Likewise, if
landlords Invest theIr time and effort tn seeking out tenants and negotiatIng
shrewdly, they will Increase the effective rental price and/or decrease the
vacancy pertod. 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, landlords
can directly Increase their Income. But such negotIatIons take time and, In
the short-term lease sector, occur frequently.

Because theIr time and money are lImIted (as Is true for all of us),
I and lords often perce fva that conservat Jon i nvastments usurp resources that
can otherwise be used to dIrectly Increase theIr lncome@ While the
"accuracy" of this belief cannot be challenged, the belief does not address
the effect of the Investment on total profltse Thus, this objectIon can be
potentIally overcome if the financIal benefits of a conservatIon program are
made evident to landlords who pay for theIr tenants' electricity usage@

lease Conditions. A final barrier to conservation Investments faced by
some landlords of offIce space is the terms of the lease. RespondIng to a
pertod of rapId escalatIon In electricity costs, some landlords of office
space (a sector where gross leases are typical) sought a way to pass on cost
escalations during the course of the lease to tenants~ Some leases now define
the cost of electrIcIty at the outset of the lease as the base cost, which the
landlord pays; all increases in electricity costs above the base are paId by
the tenant. land lords hav i ng a Jease of th ts type in progress are on Iy
willing to consider conservation measures that promIse to reduce electricIty

below the designated base lavale

MARKETING

tars that and landlords perceIve to
measures to reduce their electrIcity expendItures,

i dent i gu i de I tnes whereby programs can be deve loped and
leve customer acceptance~ Effective conservation programs wll I

meet commercia! customer needs, explicitly address theIr concerns, and allay
ir fearse

In is section, we discuss characteristics of programs that will be
ive tenants and to landlords. We conclude the paper with the three

steps that must be undertaken for any program to succeed~ Carefu I des 19n,
.ol"'16.&'l"',....ra~~I1 ... ~"'!r' fon and promot' on of, a conservat Ion program f s necessary so that

have both the~ control theIr loads and the belief that such
--~~~~'~I wIll benefit theme



MCRAE ET Al.

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 Iength of time rema JnIng unt f I the Iease exp rres; or the InIt Ia I
costs are lowered (or other fInancial arrangements are made) so that tenants
do not have to Increase theIr debt burden at ~arket rates in order to Invest;
or the uncertaInty Is reduced concerning the potential that a tenant actually
has for cost say Ings at var tous Ieve Is of expend tture (thus reduct ng the
tenant's perceived risk); or the Improvement In comfort or attractIveness from
the conservatIon measure Is pronounced.

With respect to the Initial costs of a conservation Investment, most
tenants Indicated that they did not have large cash flowso In fact, theIr low
cash flows make their energy costs, whIch they estimate to be approximately 5%
of their operatIng costs, a "sIgnificant" bur n$ F thermore, many tenants
do not want to incur a debt or increase their debt at market rates. New bus
nesses may be operating from a lIne of credit durJ theIr first yaar$ Thus,
a conservation program may only appeal some tenants if It does not requIre
a large outlay of fundsG

With respect to the tnty a conservation investment, a
successful program will be one In whIch tenants f I competent make a sound
investment ecision without ff becoming a Ic expert In energy~

Until time, risk associ ad with Is htgh$ nants do
their rue res how well equipment sold

by the I cost they can expect
receIve$

FInally, with respect
successful, tenants
or the lveness

or must
wil I be lessened

Jon program
increase their comfort
decreas Jn9 the f r fue I

~k~~~~~~~o~J ics space

ners

can
circumstances:

ill

bu J I d Jng owners
the buildIng consJ tce

the conservation program can
II i the space; or

on Jncreased marketab II i of the
Ion program should emphasIze the three tiding

value: low operating costs, comfort, and attrac-
it should be borne in mind that only comfort and

observable to the potentIal lassee$

5~139
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With respect to a program focus on equ lpment rep Iacement and space
redecoratIng, these are the renovation actlvfties that the owner undertakes
most frequently. A program that makes Jnformatlon on conservation technolo­
gIes and energy effIcient equJpment readIly available would benefIt owners and
managers as they repa Jr and rep I ace worn out port Jons of the i r HVAC and
lIghting equIpment. InformatIon on the electricity consumptlon impacts of the
placement of walls, cel I fngs, doors, HVAC ducts and I ightfng fixtures would
benet It I and lords as they redecorate space for each new tenant. Programs
targeted to major renovatIons are less necessary; landlords report that they
undertake conservat ion measures on the frown 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 commerclal'customers: responsfve program desIgn; program
demonstration; and program promotlon~ While responsIve program desfgn 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 - wIll go along way towards
seilIng ftself@ Moreover, a program that falls to address the customer's real
needs.- an unresponsive program - will be difficult to sell under any
campalgn@

Ke~SD()nsJve Program Deslgn@ Customers have diverse needs arisIng from
their bu Iding types, their lease length, the maturity of their business,
theIr cash flow, theIr customer demands, their employee demands, and their own
flexibilIty and willingness to try something new. To be effective for both
the uttl Ity and the customer, alternative programs need to be designed to meet
speclfJc objectIves, rather than a one-size-fits-al I approach, and the program
objectives should be readily discernIble to the customer.

Important components of program design are Its perceived associated rIsks
financial commItment requIred of the customer@ Major objections

expressed tenants Include the belief investments are risky (l$ee, the
I J lhood the investments will generate savings of the anticipated size
Is sma! I), Ir cash flows are low@ lords of low rent buildings
also have low cash flows@ Possible programs to address these objections
include guaranteed savings (an insurance program), shared savings (a financIng
program)~ low Interest loans; and low-cost measures.

Demonstratfon~ Commercial tenants bel feve that comfort and
bu i Id t attract fveness wi I I be sacr I f Jcad with conservat Jon e These fears,
along w the fear that the investment is risky, wll I be hard to dispel with
merely a declaration that "that is not true~" Program demonstrations need to
be undertaken for diverse structures and business types. Customers wit I then
be able Judge for themselves the effect on comfort and attractiveness and
evaluate the I Ikel lhood of themselves achieving sImilar savIngs. Furthermore,
the customers who particIpate In the demonstratIon wi II become effective
promoters of the program@ Commerc i a I tenants often d fstrust the adv lee of
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salesmen, whose Interests are clearly Independent of their own, but readIly
listen to the experIence of theIr peers.

Program PromotIon. Successful program promotIon requIres that customers
be tnformed how the program wi I I meet the t r bus Iness concerns, tnc I ud 'ng
decreased operat Ing costs, I ncreased revenues, and a pi essant work env I ron­
mente Customers wit I be receptIve to a program only If It Is evIdent that the
program Is compatible with their operatIng objectives and constraInts.
Customers need to be tnformed of the array of programs being offered by the
utility and the prof tie of customer needs that each program Is desl9,ned to
meet. Additionally, It Is important that promotional campaIgns address
customer fears and misconceptions as wei I as their needs.

DemonstratIon projects can be parlayed tnto a promotion campaIgn.
Customers tn our study stated that they wou Id I tke to see "case hfstor i as"
wrItten and dissemInated. They expressed a keen need for technIcal Informa­
tton and would like Information from a neutral source, such as their utilIty
or an "energy consumers' report, " descr tbing what types of equ fpment and
measures work; which brands are best; and what measures work best In which
cl Jmatese for whIch buildIng types and under what operating condItions.

The perception of hIgh risk will lImit the number of people wIllIng +0
undertake any tnvestment@ Through well-designed promotIonal campaIgns,
utilities can provide customers wIth the Information they need to reduce the
risk that they face, to form an accurate assessment of that risk, and
undertake the conservation program that is best for them$
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