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To:                       �
Don Schultz, CPUC/ORA�
�
From:�
Kenneth M. Keating,  ORA Evaluation Consultant�
�
Date:�
June 13, 1997  �
�
Subject:�
Review Memo for PG&E Study  # 322:  (RNC)�
�



REVIEW SUMMARY


1. Utility:  Pacific Gas and Electric                        			Study ID:  322


Program and PY:  Residential New Construction  PY1994


End Use(s): Space Heating and cooling


2.  Utility Study Title:  ìResidential New Construction:  Market Transformation Study.î


3. Type of Study:  Market Effects Study                		 Required by Table 8A: Yes.


4. Applicable Protocols: None 


Study Completion: April 30, 1997		Required Documentation Received:   Yes,


Retroactive Waiver: None referenced





5.  Reported Impact Results:


NOT APPLICABLE





7.  Review Findings:


Conformity with Protocols:  The study is required to follow the design and purposes agreed to 


by the Market Effects sub-committee as reflected in the Research Plan (Appendix D of the Study).  It 


does that.





Acceptability of Study results: This study is illustrative of the issues found when attempting to retrospectively determine attribution and to establish the existence of market effects from an acquisition program.  The results, insofar as they are documented are reasonable and defensible.





Recommendations:  The recommendation is to accept the Market Effects study as a sufficient basis for claimed earnings for the RNC program.








OVERVIEW





This study is a well conceived and implemented approach to determine the possible existence of market effects from the Residential New Construction programs of both SCE and PG&E.  While no specific retroactive waiver was referenced, this study was approved by CADMAC to be a substitute for the traditional load impact study for both SCE and PG&E, and was conducted concurrently in both service territories.





The study found some slight and limited Market Effects from both the qualitative and quasi-quantitative approaches used.  Many of the effects are necessarily dependent on self-reports of the market actor respondents, but the authors were careful to support most conclusions with evidence from as many sources as possible.  It is interesting that one of the ìlikely permanent, but slightî effects was increased awareness of the importance of duct sealing and it was due to both a program of the Study sponsor and that of a non-sponsor, SoCal Gas.








ASSESSMENT OF STUDY METHODOLOGY AND RESULTS





This is a good study.  It follows a logical approach through hypothesized market effects and related barriers, establishes a potentially valuable methodological approach, provides some current indications of a 1997 baseline, and provides some suggestions for potential market transformation targets for future ìbeyond Title 24î efforts.





Potential weaknesses of the Study are:  small samples of interviewees; problems with the retrospective way that the Analytic Hierarchy Procedure (AHP) was implemented;  and the usefulness of the Study as a baseline for future work.  Most of these were recognized and acknowledged in the study.





Small samples:  given the difficulty in completing surveys with busy market actors and the eventual data attrition problems, the study probably should have been more ambitious in terms of targeting a sample size.  On the other hand, the most obvious criticisms of the sample sizes are mitigated by the leverage of the sample respondents.  That is, the respondents, though few in number represent a substantial number of market actions; e.g. the builders interviewed built a lot of homes, the Title 24 Consultants saw a lot of home plans, and the sales agents and realtors dealt with a lot of purchasers and potential buyers, so the insights are likely to be more important than the sheer sample numbers would imply.





Retrospective AHP:  Because there was no way to magically create a baseline from five years ago for the program, the series of questions about the relative importance of various factors in the purchase decisions of consumers is not only subjective but retrospectively determined; i.e., how did people rate these things five years ago?  Nevertheless, the questionnaire instrument and scoring was probably too opaque to respondents to result in any deliberate manipulation by the respondents.  In addition, inconsistent responses were removed, contributing to data attrition, but eliminating perverse results.  While the AHP exercise did not show any strong patterns, the authors found some indication of program effects among participant builders in that the relative importance of energy issues went down over time for the nonparticipants.





Suitability for a Baseline Study:  There is an important confusion in the study about its intended objectives.  In the Executive Summary, the authors say:  ìthe results should be interpreted as offering a qualitative baseline for future studies of RNC market barriers.î (P. v).  In the ìStudy Objectivesî section on p. 3 of the Study, the revised objectives were characterized as ëto determine how better market transformation programs can be designed and to test the methodology for measuring the effects of these future programs.í  All three objectives are valuable, but mostly the latter two were served by the Study as completed.  A baseline study, even a qualitative one, is so valuable and central to all future measurement that if this were to have been an effort to establish a baseline, the sample sizes would necessarily need to be larger.





One way to summarize concerns about the sample size is that the size was large enough to ensure that if major market effects existed, they would have been picked up, but not large enough to irrefutably establish small impacts.





CONFORMITY WITH THE PROTOCOLS





The Study was not required to be completed in conformity to the load impact measurement or reporting protocols.





Summary Recommendation:





This Study appears to meet the requirements of a defensible market effects study carried out in accord with its research design, and it is recommended that it be considered an acceptable basis for claimed earnings.
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