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ABSTRACT 

In this increasingly competitive environment many utilities are questioning their 
commitment to conservation. With cogeneration bypass and strong pressure from natural 
gas companies, many in the industry believe conservation will only fuither decrease electric 
utility revenues and weaken their financial condition. As a resuit, some utilities are 
abandoning their conservation programs and beginning aggressive marketing efforts to sen 
more electricity. 

But other utilities are making energy efficiency a central part of their response to 
these competitive challenges. ThiS paper overviews the changes in the industry and 
examines how and why one utility, Puget Sound Power & Light, made energy efficiency the 
center of its new marketing plan. 

In 1987 Puget Power completed an integrated resource plan, Demand and Resource 
Evaluation (DARE) that indicated that the utility needed to maintain a fine balance 
between encouraging electricity use and promoting conservation to achieve the lowest 
possible impact on rates. To help turn tliis balancing act into an operating reality, the 
utility developed a marketing plan. 

In choosing its four goals Puget Power chose energy efficiency to be the center of its 
plan. The goals that were chosen include: 

1. Energy Emciency is Central to All Products and Services 

2. Puget Power is the Energy Supplier of Choice. 

3. Strong Revenues are the Key to Stabie Rates. 

4. Excellent Customer Service Is the Comerstone of Puget Power. 

1 The views expressed are the authors' and do not represent those of their companies or its 
employees. 
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INTRODUCTION 

In this increasingly competitive environment many utilities are questioning their 
commitment to conservation. With cogeneration bypass and strong pressure from natural 
gas companies, many in the industry believe conservation will only further decrease electric 
utility revenues and weaken their financial condition. As a result, some utilities are 
ab an do ning their conservation programs and beginning aggressive marketing efforts to seIl 
more electricity. 

But other utilities are making energy efficiency a central part of their response to 
these competitive challenges. This paper overviews the changes in the industry and 
examines how and why one utility, Puget Sound Power & light, made energy efficiency the 
center of its new marketing plan. 

OVERVlEW OF INDUSTRY CHANGES 

In the late 1970's, the escalating costs of conventional power plant construction and 
the soaring costs of fossil fuel-fired ~eneration, caused electric utilities throughout the 
nation to begin investing in conservatlOn as aresource. Many electric utilities began to 
consider conservation as a way of narrowing the projected gap between projected loads and 
resources. They realized the benefits of managing their demand, not just their supply. 

Some outstandin~ conservation savings were achieved. Many believed that the 
corporate culture of utIlities was changing to accept demand-side management as an 
important component of their corporate strategic plan. But then in the 80's things began to 
change. 

1. Long Delayed Power PianIs Were Finished 

Construction of many conventionall.0wer plants, delayed in the 1970's, was 
completed. Operating licenses were obtaine . New electric power plants (central station 
generation) came on line. Many utilities that had been deficit now had surpluses of 
electricity. 2 For example, Alabama Power and Georgia Power have constructed six 
nuclear units, over the last decade which are supplying far more electricity than the current 
demand from within their service territories. 3 PG&E's Diablo Canyon Nuclear Plant, 
which began low power testin~ the month before the Three Mile Island accident, was 
granted a full power operating hcense in 1985.4 

2 From 1973-83, utilities cancelled more than 150 plants but still increased generating 
capacity by 50% over aperiod when demand grew by only 20%. R. Munson, The Power 
Makers. 5 (1985). 

3 Alabama Power operates Farley Nuclear Plant. Unit #1 went on-line on December 1, 
1977. Unit #2 went on-line on July 30, 1981. Georgia Power operates two nuclear power 
plants. The first, Vogtle Nuclear Plant Unit #1, went on-line on May 31, 1987, while Unit 
#2 is scheduled to go on-line during the summer of 1989. The second, Hatch Nuclear 
Plant, Unit #1 went on-line on December 31, 1975, while Unit #2 went on-line September 
5, 1979. 

4 The Diablo Canyon Nuclear Plant run by PG&E, was granted their commercial 
licensesjfull power operation (DOCKET # 50-275) May of 1985 for Unit #1, and March 
of 1986 for Unit #2 (DOCKET # 50-323). 
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2. Oil and Gas Prices Plummet 

By the early to mid-1980's, oil and gas prices be~an to plummet and many gas 
companies initiated major new marketing campalgns. CapItalizing on the price advantage, 
they actively encouraged p'eople to switch from electricIty to gas and install gas in new 
construction. For some utllities that supplied both ~as and electricity, the drop in oil prices 
may not have a problem. These utilities could contInue to seIl energy to the customer. For 
some fuel-based utilities these price breaks on fuel sources were even welcomed, and 
helped reduce the fuel adjustment portion of their rates. For others however, and even 
some combination utilities, concern about the loss of electric revenues. 

Lower gas and oil prices also put pressure on wholesale electric sales. This was 
keenly feIt in the Pacific Northwest. OII is the marginal fuel for California utilities that buy 
surplus electricity from the Northwest in the sprin~ throu~h the fall. When oil and gas 
prices decline, so does the spot market for electricIty; PaCIfic Northwest utilities watched 
wholesale prices drop by 40%. 

The impact of this drop was significant, because many of these utilities relied heavily 
on these secondary sales to offset costs. At the BonneviIle Power Administration, for 
example, sales outside the Northwest brought in $314 million (10% of their revenue 
requirements) in 1984.5 By 1987 these sales had dropped $172 million, a loss of over $142 
million annually. As a result of this and other factors, the Northwest suddenly had 30% 
more electricity than it could seIl. Similar situations were occurring in other parts of the 
country. . 

3. Alternative Power Suppliers Emerge As a Major Force 

Encouraged by the Public Utilities Regulatory Policy Act (PURPA), many lar~e 
industrial customers began to generate their own power. In 1987 112 cogeneration units In 
PG & E's service territory displaced 617 MW's of the utility's electric load.6 Some of 
these customer-owned power plants were as large as conventional utility facilities. Dow 
Chemical in Houston, for example, built one new plant and modified two others to 
generate approximately 1000 MW (megawatts) specificaIly supplying its own requirements 
and selling the surplus to Houston Lighting & Power.7 

The utilitts avoided cost and the tax creditsjdeductions in some areas of the 
country made building alternative power facilities so attractive that suddenly some utilities 

5 "Generation and Sales Statistics, Bonneville Power Administration." The Fiscal Year 
1984 Report listed that kwh sales outside the Northwest produced $314,429,173. The Fiscal 
Year 1987listed $172,971,179. 

6 Pacific Gas & Electric's 1987 Annual Report, page 5. 

7 Dow Chemical decided to generate their own power, not buying electricity from any 
other sources. They built one I1ew plant which started up in August of 1982. Dow 
Chemical had existing powerhouses which they modified, being completed in March 1984. 
In addition, they operated one other plant which had no alterations performed to it. The 
total ofthese four sources generated approximately 1000 MW of power. 
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were being offered more power under purchase contracts than they needed. Entrepreneurs 
built thousands of power plants and the utilities were required to purchase the output 
whether they needed it or not. 

In summary, many utilities were becoming very concerned about revenues and being 
forced to purchase resources they suddenly did not need at costs substantially above the 
average for their systems. 

The drop in fossil fuel prices, combined with the large number of customers and 
entrepreneurs requesting power purchase contracts under PURP A, prompted utilities in 
California to ask the Public Utilities Commission to revise the utilities' avoided costs. The 
purchase price for QF's from PG&E dropped by over 50% from 1984 to 1987.8 And since 
avoided cost is the same criteria used to determine the cost-effectiveness of utility 
investments in conservation the conservation investment that could be justified by the 
utility declined substantially. 

4. Customers Became More Efficient 

People and businesses had embraced conservation, investing millions to make their 
homes and offices more efficient. Utility conservation programs, new building innovations, 
and customers' own initiatives were making the nation more energy efficient, and reducing 
kilowatt hour sales. Higher electricity rates suppressed demand fui1her. 

While not all of these changes in the industry affected individual utilities. The effect 
for most was a need to reconsider their plans and actions. . 

UTILITY RESPONSES 

These factors resulted in surpluses of electricity for many utilities and some began 
reconsidering their commitment to conservation and energy efficiency. This was 
particu1arly true of utilities in the West. 

Bonneville Power Administration cut its conservation budget by 32% in 1986 and 
1987.9 PG&E cut its conservation budget by 26%, with the commerClal/industrial sector 
receiving the largest reduction.l0 Conservation departments were renamed Energy 
Services, Energy Managementor Marketing, and many energy efficiency programs were 
phased out. 

8 In 1984 PG&E's purchase price for energy from qualifying facilities was $.689/kWh. By 
1987, this had dropped to $.289. See PG&E Cogeneration & jSmall Power Production 
Quarterly Report, Fourth Quarter, 1987. 

9 This corresponds to total program dollars for energy conservation (loaded) as specified in 
the Congress and Budget Documents years 1985,1986, and 1987. These numbers are actual 
and inc1ude overhead. The Conservation Budget also dropped by 70% from 1983-1987, 
going from $223,878,000 in 1983 to $65,878,000 in 1987.4 

10 The California Public Utilities Commission Decision #D8612095 authorized 26% less 
for conservation expenditures in the electric department than originally requested by 
PG&E in its General Rate Case. Application #85-12-050. 
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In other parts of the country, such as the Northeast, growth continued to be high and 
many utilities had to buy power outside their s;ystemto meet the demand. Some utilities, 
such as those in Wisconsin, did not reduce theIr demand-side management initiatives but 
rather strengthened them. 

Responding to the new competitive challenges by increased marketing was the new 
emphasis in most U.S. utilities. Many people wondered whether or not energy efficiency 
would fit in this new utility environment. 

PugetSound Power & light (Puget Power) was experiencing many of these same 
pressures and undertook a project to develop a new marketin~ plan. The next section of 
this paper explores the development of this plan and the ways m which Puget Power chose 
to incorporate energy efficiency into its new marketing thrust. 

CASESTUDY 

Background 

Puget Sound Power & Light is an investor-owned utility operating in the State of 
Washington. It has approximately 660,000 customers with sales of more than 15 million 
kWhs in 1987. The residential sector accounted for 89% of the customers and 49% of the 
sales. Thirty-one percent of the electric sales were in the commercial sector, which has 
10% of the utility'scustomers. The industrial sector captured 19% of the sales with only 
1 % of the customers. 

The utility predicts electric sales to rise between .5% and 3.5% annually over the 
next ten years. Customer growth is strong with approximately 15,000 new customers added 
each year. As shown in Figure 1, consum{>tion per customer in the residential sector is 
expected to continue to decline. This is pnmarily due to increased efficiency, energy-use 
modification, more usage of gas and wood, and a trend toward smaller household size. 
Commercial and industrial growth per customer is expected to remain stabIe or rise 
slightly. 
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As sho\Y11 in Figure 2, half of Puget Power's electricity sales are open to direct 
competition today. Residential space and water heating sales account for the majority of 
the load at risk. Ultimately all of electricity sales are also open to competitors through self

. generated cogeneration, fuel ceUs, and absorption chiliers. 

FIGURE 2 

TOTAL ELECTRICITY 
MARKET • lJ86 

I BI AT-RISK 

Reduced consumption in the residential sector is due in part to strong competition 
from the local gas companies, which have been successful in obtaining over 90% of the new 
single family home construction market of space and water heating in areas near gas lines. 
A major direct marketing campaign, using telemarketing, door-to-door sales and direct 
mail in conjunction with very aggressive advertising, has resulted in thousands of water and 
space heating conversions from electricity to gas each year for the last three years. Without 
any change in Puget Power's programs or pricing, this trend could be expected to continue 
or even accelerate. 

Although the vast majority of electric growth in Puget Power's service area comes 
from the commercial and industrial sectors, competition in these markets is also becoming 
fierce. Usage per customer has increased as businesses e~and and automate more fully. 
But recently, the gas industry has targeted applications which have been traditionally all
electric (e.g. strip retail HV AC, boiler replacements, etc.). This increasing competition will 
also have a major impact on Puget Power unless the utility counteracts the competitive 
challenge from the gas company. 

In 1986 Puget Power carefully examined the trends in its service territory and 
developed an integrated resource plan. The project, Demand And Resource Evaluation 
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(DARE), analyzed the costs and benefits of alternative demand and supply options.ll 
Completed in 1987, the analysis indicated that the traditional definition of least cost 
planning does not meet the current conditions. Least-cost planning usually examines each 
utility individually rather than the regions in which it operates. For example, althou~ a 
deficit utility, Puget Power is more like a surplus utility, because they are a buyer m a 
buyer's market while the regional surplus lasts. Although promoting efficiency has and will 
continue to be essential to Puget Power and its customers, due to the increasin~ly 
competitive operatin~ environment, marketing only conservation will resuit in a substantlal 
loss of revenues and mcrease in rates. 

Therefore, the DARE analysis indicated the utility needed to maintain a fine 
balance between encouraging electricity use and promoting conservation to achieve the 
lowest possible impacts on rates. To help turn this balancing act into an operating reality, 
the project recommended that the utility develop an internal strategic marketing effort to 
lay out a detailed action plan and to communicate the new direction to employees. 

DARE suggested that the emphasis in the plan be placed on retaining market share 
of selected end uses and encouraged the Company to continue to emphasize efficiency 
improvements in its marketing efforts. It also recommended that conservation efforts for 
the next few years should concentrate on areas of lost opportunity, primarily new 
construction. DARE also helped to redefine the concept of pure conservation (using less 
electricity) to efficiency (using electricity efficiently). In this way, Puget Power could 
maximize activities that best meet the needs of both its customers and shareholders. 

Development of the Marketing Plan 

A cross section of utility staff were assembied to J?rovide guidance and input to the 
marketing plan as it was developed. Other utility marketing plans were examined for their 
relevance to Puget Power's situation. A small group of staff, along with a consultant, 
drafted a plan that was refined after extensive review by many areas in the company. 

An important starting point for development of any marketing plan is to examine 
the context in which the competitive strategy is being formulated. A variety of techniques 
for examining the company and the marketplace in which it operates have been developed. 
Puget Power chose to conduct a SWOT (Strengths, Weaknesses, Opportunities & Threats) 
analysis. This type of analysis was developed by Andrews, Christensen and others in the 
Policy Group at the Harvard Business School. It has also been used in Michael Porter's 
work on competitive strategy and analysis.12 

SWOT analysis involves the analysis of four key factors. The first two, strengths and 
weaknesses, are factors internal to the company. A comparison is made between the 
company and its competitors on the basis of financial condition, proprietary technology, 
age of the facilities, competitive/cost advantages, management capabilities, innovation 
abilities and other factors. 

The extemal factors that place limits on the company's ability to complete 
successfully are characterized as opportunities or threats. Examples inc1ude entry of new 

11 Securina Future Qp.portunities: The Demand and Resource Evaluation Project. 
November 1987. 

12 Michael E. Porter, Competitive Strate~; Techniques for AnalyzinK Industries and 
Competitors, xvi-xx (1980). . 
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competitors, market growth, integration, government policies and changing buyer needs 
and tastes. 

The results of the SWOT analysis proved helpful in developing arealistic 
assessment of the marketplace and providing the foundation for determining a marketing 
mission, goals and strategIes. 

During development of the plan, a key strategie issue emerged. What was the 
utility's marketing mission? Many utilities had chosen to focus their marketing mission on 
kilowatt-hour sales. But Puget Power knew that it could not return to the days of 
aggressive selling of kWh's and that the situation today required a much more sophisticated 
approach. Indiscriminate load-building, of ten the result of a total emphasis on sales, was 
not wanted nor was it believed that it would win regulatory or customer approval. They 
wanted to focus on maximizing customer value. 

This concept of maximizing customer value is really the core of Puget Power's 
business. Customers do not buy units of kilowatt hours, they buy warm houses, televisions 
automatically responding to the fliek of the switch, and the reliable operation of their 
factOI)' machinery. Puget Power decided that it was in the business of maximizing the 
amemties received from the utility. Customer value as a central therne, rather than just 
selling kilowatt hours, naturally incorporated efficiency. For example, an insulated home 
provides more heating value per dollar to the customer than an uninsulated one. 

Through this evaluation of customer needs and by looking at models outside of the 
industry, Puget Power decided its marketing mission was: 

To provide services and products that improve our customers' lives and make their 
businesses more profitable. 

The company believed that if its employees concentrated on these two things that 
strong revenues would follow. Encouraging its employees to look for ways to make their 
customers' businesses more profitable would create a loyal customer and identify new ways 
for the customers to use electricity efficiently. An analogy in another industry that 
underwent major changes in the early part of this century was the horse and buggy 
companies, an extremely strong industry until the car came along. If a carriage 
manufacturer had defined its business as a transportation company, as did the Fisher 
Manufacturing Company, it would look for opportunities to manufacture bodies for the 
new cars, rather than watch the demand for its primary product dwindle as the marketplace 
changed. 

The marketing mission Puget Power chose could apply to many other industries. 
But the Company's corporate mission, one which had been developed previously, placed 
the marketing mission in its appropriate context. The corporate mission is: 

Puget Sound Power & Light Company is an investor-owned public service company 
committed to being financially sound and responsive to our customers' needs by 
providing electric power and related services in an increasingly competitive environment. 
We fulfill this mission through teamwork, with pride in our performance and integrity. 
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Puget Power decided that a major goal of marketing for them was not just selling 
more of a product. It was making Puget Power the energy-provider of chOlce. In its 
marketing plan Puget Power said it would succeed only by: 

• Putting the customer first. 
• Being responsive to consumer changes. 
• Being active and innovative. 
• Being results-oriented. 
• Maintaining stabie rates. 
• Setting- and meeting- goals that are consistent 

with long-term objectives. 

Puget Power adopted the following four marketing goals: 

1. Energy Efficiency is Central to All Products and Services 

2. Puget Power is the Energy Supplier of Choice. 

3. Strong Revenues are the Key to Stabie Rates. 

4. Excellent Customer Service Is the Comerstone of Puget Power. 

Each of the marketing goals were stated in the present tense to encourage employees to 
adopt them as their own personal marketing statements. Each goal also had measurable 
targets, or success indicators, to strive toward. Identifying what constituted success upfront 
integrated evaluation into the program tracking. 

Energy efficiency was the first goal, thus it would now be central to all the 
Company's products and services. 

U'hy did Puget Power Make Energy Efficiency Central? 

In setting its marketing ~oals, Puget Power decided that while there was only so 
much they could do about the pnce advantage the gas companies enjoyed, energy efficiency 
could help provide a competitlve advantage. Unlike other utilities that were moving away 
from the emphasis on conservation, Puget Power decided to make it the cornerstone of its 
marketing program. 

By hel{>ing customers reduce their electric bill the Comp'any would re duce the effect 
of the price differential with gas. It would also create good Will. The gas companies were 
not promoting efficiency improvements or stronger codes because they wanted to 
encourage theIr customers to use more gas. Making energy efficiency the central theme 
would allow Puget Power to enjoy the strong public support for conservation and make its 
product more competitive. 

Emphasis on efficiency cóuld also promote sales where it helped businesses be come 
more competitive in their markets, strengthening their business and freeing up capital for 
expansion. In the past, this "takeback effect", where customers use their reduced bills to 
increase the temperature setting in their home or run their machine ry longer, has of ten 
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been viewed as negative. In this new era of marketing the takeback would be viewed as 
positive. 

An additional benefit of making efficiency the cornerstone of a utility's marketing 
plan in the 1980s is that it avoids sending mixed signals to its customers. During the utility 
push for conservation in the late 1970s and early 1980s, many customers resented that they 
had bought inefficient electric appliances and homes and now seerned to be penalized for it 
through high rates and inverted rate structures. The utility that promotes indiscriminate 
load-building runs the risk of a skeptical and angry public, particularly when the supply 
situation changes·again and so does the utility message. 

On the other hand, if a utility really does promote energy efficiency and encourages 
its customers to use electricity when it IS appropriate, it will build long-term trust and 
loyalty with its customers. Efficiency, like quality, makes sense whether a utility is 
strategically load-building or needing to reduce demand. 

Beyond the "soft" benefits from the change in customer behavior and increase of 
their benefits, promoting efficiency makes sense for a utility from a hard financial point of 
view. First, as long as the utility pays less than marginal cost for efficiency improvements, it 
is lowering its overall costs. This is true even if the utility is in a surplus situation where its 
marginal costs are lower than its average costs. Secondly, efficiency does not always lessen 
utility revenues through less kwh sales. For example, if a utility is in a competitive 
situation, customer efficiency improvements can actually increase kwh sales by providing 
less incentive to convert from electricity to wood, natural gas, or oil. 

If a utility is not in this type of competitive situation, revenues might be lowered as a 
resuIt of efficiency programs. This could create the need to spread the needed revenues to 
cover the large amount of fixed costs to other customers. But even in this situation not 
investing in efficiency programs for its customers can be very short-sighted. Helpin~ make 
its customers' products more competitive in national or world markets, will stabihze and 
even improve loads, providing important long-term benefits to the utility. Also, customers 
are expecting more service with the products they buy today and companies which don't 
provide added value run the risk of their products becoming a commodity. In a commodity 
marketplace, profit margins drop dramatically and it will be increasingly difficult for a 
utility to remain the least-cost supplier. Energy efficiency programs are an important tooI 
that utilities have to provide value added service. 

But this broader concept of efficiency for Puget Power went beyond just giving away 
conservation which the utility had done over the past decade. 

Why did Puget Power Decide to Market More Than Conservation? 

Puget Power has been aggressively marketing efficiency since the late 1970's 
through its conservation programs. Why did the utility decide to expand its efforts beyond 
conservation? 

As described earlier, Puget Power decided that customer value was what it was truly 
delivering to customers. While value includes lowering a customer's cost for the same 
amount of benefits through efficiency, it also includes providing customers with additional 
benefits - in the form of additional comfort or appliances - when they want it. For example, 
if a customer wants an electrically heated hot tub, Puget Power should help the customer to 
get the maximum enjoyment, for the least operating cost, from the hot tub through 
efficiency. 
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Puget Power's current advertising theme, ''Now its more efficient than ever to use 
electricity", is communicating this idea to customers. It contains the dual messages of 
efficiency and using electricity, once thou2ht to be contradictory. This perception is a 
change from the conservation theme whidi could be interpreted as - use less, even if it 
means less comfort. From the customer's point of view these are not conflicting messages. 

In addition, Puget Power is operating in an intensely competitive environment. The 
TV and radio waves are constantly sending the messa~e, "Gas saves you money, gas saves 
you money", to an appealing jingle. Without additional information, customers will believe, 
"Gas always saves you money, and always will." In many cases, electricity, not gas, is the 
best choice for a customer,· depending on the use and his/her need. Part of Puget's 
marketing campaign is to give customers additional information to help them make a more 
informed deciSIOn. This helps to create a more economically efficient market. 

Some would argue that marketing anything to customers beyond conservation is not 
consistent with least-cost planning. Puget Power believes that its market is determined by 
customer choice. The goal is to provide the requested output demanded by the customer at 
the lowest cost possible, and to provide customers with additional choices. This does not 
mean Puget power should strive to achieve lowest total kwh. On the contrary, this equation 
the ~oal is to maximize customer value through minimizing utility costs for any level of 
semce and by providing (and promoting) services where the value to the customer exceed 
costs. 

LESSONS LEARNED 

• Utilities must become more market-driven to succeed. 

It is not possible for utilities to react passively to market changes. Competition and 
changing customer desires necessitate that utilities become more market-driven. 
They must analyze their customers, disaggregating each of the sectors into 
appropriate markets, and develop programs and services specifically tailored to 
each. For example, instead of tliinking about the commerCIal sector as a whole, 
utilities should realize the commercial sector is reallr. an amalgamation of an 
electric motor market, an office HY AC market, a retail strip market, etc. Niche 
marketing catering to specific customer needs is a marketing strategy that may very 
weIl characterize the successful utilities in the late 1980's and into the 1990's. 

Niche pricing should also be considered by utilities, although this will be more 
complicated and could be more controversial. H the utility can develop new pricing 
~R:ons that benefit the shareholders, participating and non-participatmg customers 

. e, regulators could be expected to De supportive. 

In order to successfully develop niche markets and prices, utilities will need to be~n 
collecting market information on an on-going basis and develop methods to utihze 
more fully the info!ffiation they rou~ely coll~ct. This incre~ed market sensitivity 
and awareness will allow the Utillty to ldentlfy emergmg trends and new 
opportunities. 
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• Utilities should concentrate on providing maximum customer value. 

Instead of concentrating principally on kilowatt hour sales, utilities should define 
their marketing objective more broadly. Utilities must concentrate on providing the 
greatest value to their customers. 

• Utilities and regulators need to look beyond pure "least cost." 

Least-cost planning is a method for determining the least expensive method of 
meeting a level of customer demand. But it is not, nor should it be, the utility's or 
the regulator's decision whether a customer uses electricity or gas or how much 
he/she uses. Electricity should be supplied and priced using the least-cost 
methodology but the customer should retam the final choice. The consumer will 
then, depending on the price, place the appropriate value on what is being bought. 

• Efficiency is always a marketing advantage for competitive utilities. 

Whether the utility has more electricity than it can sell or it is in a deficit situation, 
efficiency can be a major marketing advantage. If the utility has a surplus of 
electricity, efficiency can make the product more price competitlVe. The advantage 
of marketing efficiency when demand is high is that it allows the utility to meet 
customers' needs at the lowest cost. 

• Efficiency as a consistent theme builds long-term cu stomer trust and loyalty. 

Nothing will destroy a utility's credibility quicker than if customers perceive that the 
story changes everyday. Telling customers to use as much as they can one year, 
conserve the next, and the following year teIl them it's all right to splurge again, will 
only create confusion and make customers feel manipulated. Customers have 
remarkably long memories, and the flack some utilities are getting over their 
previous indiscnminate lo ad building programs are a testament to those memories. 
Promoting efficiency will make the customer believe that his/her interests come first 
and will be a key method of building long-term trust and loyalty. 

• New approaches to conservation will have dramatic implications for evaluation. 

The "takeback effect" which has served to re duce the utility cost-effectiveness of 
acquiring the conservation resource has been difficult to quantify for evaluation 
purposes. When the "takeback effect" becomes the desired outcome of an efficiency 
program, new evaluation techniques will need to be developed to assess the success 
or fallure of the program. 

• Utilities should develop positive mechanisms for evaluation and increased 
accountability. 

As many U.S. industries have painfully discovered, a competitive marketplace allows 
less and less room for mispriced products and services or ones that aren't desired by 
the customers. As competitio.n in the utility industry heightens, the successful 
company will be one that tracks its activities c1osely, always looking for ways to 
improve its products and services. 
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But with this tracking and emphasis on continual improvement there will be 
increased employee accountability. In order that this stren~thens organizations 
rather than destroys them, utilities need to develop positIve mechanisms for 
evaluation and accountability. In Puget Power's marketiIl:~ plan the evaluation 
criteria are named "success mdicators." The successful utilIty will create a work 
environment that celebrates success and goes about solving the problems that are 
getting in the way of even more success. 

The successful utility will be the one that recognizes the long-term benetits of making 
efficiency central to all its marketing efTorts. 
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