APPENDIX G3


Development of Market Bundles





	After developing an estimate of the technical and achievable conservation potential, there remains the issue of how this potential might be attained.  The traditional conservation supply curve analysis is focused on answering the “what” questions without addressing the “how.”  In a world where regulated utilities and Bonneville faced marginal costs significantly higher than wholesale or retail rates and a guaranteed monopoly, this was not a bad approach; i.e., the utilities could be counted on to be a “proxy” for society because their conservation payments also lowered their long-run costs and the benefits could be spread to all customer groups.  These assumptions are no longer valid.  With the reality of wholesale competition and the coming of virtual or actual retail wheeling, it would be a significant mistake to assume that the utilities and Bonneville will be the primarily acquisition mechanism for cost effective conservation.  It will be necessary to take a harder look at who might develop how much of the conservation resource.  Toward that end, the concept of a “market bundle” was developed that would look at who might be likely to acquire the conservation without additional market intervention as well as what actions might acquire that part of the resource that is unlikely to be acquired.





	The first step was to separate individual measures or groups of measures that share common characteristics into “market bundles.”  The next step was to estimate the share of each bundle that would fall into one of three categories:





Likely to be developed by consumers on their own (short paybacks, high non-energy benefits)


Likely to be developed by utilities (low cost or high customer service/image value); 


Resources unlikely to be developed in current climate without further action.





	After separating the measures into the appropriate categories, an attempt was made to describe possible actions to target the “unlikely to be developed” share of the bundle.





	To facilitate discussion, each of these bundles is presented in a common format with the following outline: 





General Description:  This includes a description of what measures are included in the market bundle, and a description of the technologies involved.  It also provides a status of the market for this bundle -- such as current codes and standards, or hwat is known about sales or distribution.


Regional Resource Characteristics:  This section describes the characteristics of the bundle from a regional resource perspective including total resource size in average megawatts, regional levelized cost, cost/benefit ratio, load shape description and any relevant lost opportunity characteristics.


Customer Perspective:  This section describes the bundle from the consumer’s point of view assuming no intervention by either utilities or other efforts.  It focuses on both economic and non-economic benefits and concludes with an estimate of the likely amount of the resource that will be acquired as a result of consumer actions.


Utility/Energy Service Company Perspective:  This section focuses on a view of the bundle from the perspective of either a utility or an energy service company.  The section includes discussion of financial risk, market share impacts, ‘image’ value, a traditional numerical assessment of utility resource cost, both levelized and first cost, and an estimate of the likely amount of the resource that would be acquired as a result of utility or energy service company actions.�



Remaining Potential (after utility and customer actions):  This section simply describes the remaining amount of resource potential that will be a challenge to secure in the emerging electricity market.


Prototypical Market Strategies to Capture Remaining Potential:  This section describes prototype efforts that could secure the conservation that might not be done by the market on its own.  It includes a description of the potential strategy, a listing of the key market barriers targeted, and what type of resources might be needed to implement such a strategy.  Resources include a very preliminary estimate of personel, budgets and tasks.  The section ends with primary and supporting organizations that could help achieve the conservation.  





The following table summarizes the market bundle results:


Table G3-1:


Estimated Acquisition of Market Bundle by Consumer, Utility and Others� LINK Excel.Sheet.5 "C:\\96PLAN\\CONSUPLY\\MKT_BNDL.XLS" "Table G5-1!R1C1:R30C5" \r \* MERGEFORMAT �


Market Name�
Customer-Driven�
Utility Action�
Remaining Potential�
Total �
�
RESIDENTIAL�
�
Refrigerators and Freezers�
0�
0�
105�
105�
�
Water Heaters�
12�
13�
122�
147�
�
Clotheswashers�
17�
0�
149�
166�
�
Compact Fluorescent LightsLights�
7�
7�
33�
47�
�
Existing Space Heating�
5�
15�
7�
27�
�
Manufactured Homes, Space Heat�
0�
0�
94�
94�
�
Measures Beyond Code, new space heat�
0�
0�
31�
31�
�
Super Efficient Windows�
0�
0�
80�
80�
�
Totals:�
41�
35�
620�
696�
�
COMMERCIAL�
�
New Building Commissioning�
41�
16�
78�
135�
�
New Conventional Efficiency Program�
30�
12�
28�
70�
�
Advanced Lighting Technology�
7�
5�
48�
59�
�
Efficient Exit Signs�
1�
1�
9�
11�
�
Refrigeration Efficiency Improvements�
26�
1�
12�
39�
�
Commissioning of Existing Buildings�
6�
1�
24�
32�
�
Existing Conventional Program�
41�
11�
54�
106�
�
Totals:�
151�
47�
253�
451�
�
INDUSTRIAL�
�
On-Site Delivery�
43�
86�
305�
434�
�
Delivery Through Alternate Channels�
0�
0�
185�
185�
�
Totals:�
43�
86�
490�
619�
�
AGRICULTURE�
�
Hardware�
0�
0�
0�
0�
�
Scheduling�
0�
6�
0�
6�
�
Education�
0�
4�
0�
4�
�
Totals:�
0�
10�
0�
10�
�
TOTAL�
235�
178�
1,363�
1,776�
�
�


Of the remaining potential, an attempt was made at categorizing the most likely mechanisms to acquire this potential.  Table G3-2 illustrates this further disaggregation into four specific categories and a remainder.


Table G3-2:


Potential Approaches to Capture the Remaining Potential


� LINK Excel.Sheet.5 "C:\\96PLAN\\CONSUPLY\\MKT_BNDL.XLS" "Table G5-2!R1C1:R30C7" \r \* MERGEFORMAT �


Market Name�
Codes�
Standards�
Demonst-ration of Technolgies�
Market Transfor-mation�
Remaining�
TOTAL�
�
RESIDENTIAL�
�
Refrigerators and Freezers�
0�
105�
0�
0�
0�
105�
�
Water Heaters�
22�
100�
0�
0�
0�
122�
�
Clothes washers�
0�
149�
0�
0�
0�
149�
�
Compact Fluorescent Lights�
0�
0�
0�
33�
0�
33�
�
Existing Space Heating�
0�
0�
0�
0�
7�
7�
�
Manufactured homes, Space Heat�
0�
0�
0�
94�
0�
94�
�
Measures beyond code, new Space Heat�
0�
0�
0�
0�
31�
31�
�
Super Efficient Windows�
0�
0�
0�
25�
55�
80�
�
COMMERCIAL�
�
New Building Commissioning�
16�
8�
16�
24�
16�
78�
�
New Conventional Efficiency Program�
3�
3�
0�
11�
11�
28�
�
Advanced Lighting Technology�
0�
0�
10�
24�
14�
48�
�
Efficient Exit Signs�
0�
0�
0�
9�
0�
9�
�
Refrigeration Efficiency Improvements�
0�
1�
1�
5�
5�
12�
�
Commissioning of Existing Buildings�
0�
0�
5�
7�
12�
24�
�
Existing Conventional Program�
0�
0�
0�
0�
54�
54�
�
�
�
�
�
�
�
�
�
INDUSTRIAL�
�
On-Site Delivery�
0�
0�
0�
0�
305�
305�
�
Delivery through alternate channels - Examples:  Packaged Compressed Air Systems; Pump Systems; Fan and Blower Systems; Motor Repair�
0�
0�
0�
185�
0�
185�
�
�
�
�
�
�
�
�
�
AGRICULTURE�
�
Hardware�
0�
0�
0�
0�
0�
0�
�
Scheduling�
0�
0�
0�
0�
0�
0�
�
Education�
0�
0�
0�
0�
0�
0�
�
�
�
�
�
�
�
�
�
TOTAL�
40�
366�
31�
416�
510�
1,363�
�
�


The codes category is for that part of a market bundle that may be acquired through revisions to building codes in the region.  A good example of this would be the adoption of a requirement in the plumbing codes for installation of an insulated bottom board under newly installed water heater tanks.  The standards gategory includes those bundles that are most likely to be accomplished through a change in state or federal equipment standards.  A good example of this category can be found in residential refrigerators.  The most likely mechanism to acquire this resource is to get adoption into the existing federal appliance efficiency standards.  The third category, demonstration, is tougher to define but is representative of those resources whose primary market barrier is a lack of confidence in the technology.  Probably the most likely example of this approach would be in new building commissioning.  This market bundle has potentialy large non-energy benefits but is still viewed with skepticism by some of the industry.  A significant demonstration effort could overcome this skepticism and rapidly increase the acquistion of the resource.  The fourth category, market transformation, represents those bundles that could be best acquired through a market intervention at the manufaturing, wholesale or retail level.  A good example of this would be in the new manufactured housing sector where a previous program that paid manufacturers directly to upgrade the efficiency of their units has led to a situation where virtually all new units are built to this level of efficiency.  However, in order to keep this market transformation, it may be necessary to maintain a certification, marketing and education effort with the manufacturers that provides a consistent level of efficiency and market profile across the region.  The remaining portion in the table represents a resource for which an appropriate mechanism has yet to be identified.
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