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For people within “the business,” 
one can look back and conclude that 
we have accomplished a great deal; con-
versely, one could deduce that we have 
a vast amount of work still to do. Given 
the Association of Energy Services Pro-
fessionals’ (AESP) 25th anniversary, it 
felt like a good moment in time to take 
a look at the ups and downs our indus-
try has been through. 

In 1992, George Bush and Bill 
Clinton were fighting for the presi-
dential election, we had turmoil in 
the Middle East, and gas prices were 
at about $2/gallon. Fast forward 25 
years, Bush and Clinton are still 
vying for the presidency, we have tur-
moil in the Middle East, and gas pric-
es are about $2/gallon. But dramatic 
changes in technology and in scien-
tific knowledge have vastly altered 
the landscape of DSM. 

One of the biggest changes has 
been in our collective understand-
ing of the effects of fossil fuel use on 
the global environment. Twenty-five 
years ago, many efficiency profes-
sionals were working to improve the 
local environment by reducing pol-
lution. Now, efficiency’s importance 
is magnified, as we attempt to meet 
carbon reduction goals worldwide.  
Following are five areas that present 
some good, some bad, and even the 
ugly of DSM outcomes. 

1. BENDING THE DEMAND 
CURVE FOR ENERGY
THE GOOD

Twenty-five years ago, DSM was a 
small adjunct to meeting electricity and 
gas supply, and DSM was placed into 
the integrated planning framework. A 
few visionaries probably expected DSM 
to have large effects into the future, but 
now, the impacts are obvious. 

Overall, electricity use has flattened, 
and growth is expected to be minimal 
over the coming decade, even as the 
economy recovers. DSM, along with 
ever-increasing appliance standards, 
more efficiency building codes, and effi-
ciency resource standards, have dramat-
ically disturbed what was once thought 
of as lockstep connection between GDP 
and energy growth.

In California, per capita electricity 
use has been nearly steady for three 
decades, even as the number of elec-
trical “gadgets” has skyrocketed. Con-
versely, average U.S. per capita energy 
use grew nearly 35 percent.1 Along 
those same lines, the Pacific Northwest 
has met nearly 60 percent of its new 
energy requirements over the past two 
decades with energy conservation, as 
opposed to new power generation.2

THE BAD
DSM is far from being applied uni-

versally across the United States. How 

can we match the successes seen in 
pockets of the nation and bring those 
to the rest of the country? Progress is 
being made in many states, but many 
others are already a couple of decades 
behind, the customer base is not effi-
ciency-savvy, and the utilities are not 
provided with adequate incentives to 
promote efficiency. One thing we do 
know now is that politics will sway effi-
ciency well beyond the natural effects of 
markets and technology.

THE UGLY
In some states, governors or state 

legislatures have “stolen” from existing 
DSM funding to pay for other govern-
ment programs. This severely disrupts 
the DSM and clean power industry and 
creates distrust of commitments that 
governments make to their citizens. 

2. DSM BECOMES A REAL 
INDUSTRY
THE GOOD

Through DSM’s growth surge in 
recent years, spending is now estimated 
at about $8 billion per year, up from only 
about $1 billion in 2000.3 As an industry, 
that’s impressive growth, even compared 
against industries such as software, com-
puters, health care and microbreweries. 

From this growth, our DSM industry 
has flourished through the network of 
companies supporting DSM programs. 
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4. PROGRAM DESIGNS THAT 
WORK…OR DO THEY?
THE GOOD

Over the past decades, DSM plan-
ners, program designers and evalua-
tors have worked diligently to develop 
DSM programs that work to meet goals. 
Through iterative refinement, programs 
such as residential weatherization, 
point of sale lighting rebates, commer-
cial lighting retrofits and HVAC tune-
ups have attracted customers across 
North America. 

Utilities have been tasked by their 
legislatures and commissions to meet 
very high goals, in some cases reaching 
savings of nearly two percent of overall 
consumption or demand each year. 

THE BAD
DSM programs are largely designed 

to meet the needs of the utility and its 
integrated planning needs. While the 
customer is included in the thought 
process during the design phase, we 
have not really designed programs from 
the ground up to serve the customers 
most effectively. 

In a recent paper titled Finding 
the X-Factor: Designing Programs So 
Customers Actually Care, Bill LeBlanc 
presented a case and a method for 
turning the program design process 
on its head by starting with customer 
needs, and ending with the utility ener-
gy savings requirements. The method 
includes designing programs with the 
following five key elements as key fea-
tures:
1. Social currency, making the user 

desire the program due to the eleva-
tion in self-worth;

But today, utilities are competing 
with massive marketing machines from 
every other company wanting mind-
share. Utilities have had to up their 
game, and now the savvy use of market 
segmentation, propensity models, chan-
nel analysis, social media and even con-
tests and gaming have entered the fray. 

THE BAD
Rebates and the Total Resource Cost 

(TRC): Utilities are being asked to get 
more savings per dollar spent. This 
will require a continued improvement 
in marketing efficiency and effective-
ness. But our industry’s dependence 
on rebates as the biggest hammer in the 
marketing toolkit is hampering prog-
ress. Our use of the TRC test as the 
primary arbiter of what programs go 
forward is largely to blame.

In the TRC, the rebate level doesn’t 
affect the overall score. So, rebates are 
used as a blunt marketing instrument. 
Through a large dependence on rebates, 
customers don’t learn to value the real 
benefits of efficiency options, utili-
ties don’t learn how to sell to the basic 
desires and emotional needs of custom-
ers, and programs end up costing more 
than necessary. 

THE UGLY
Recently, some utilities have been 

slammed in the press as not being solar-
friendly because they wanted to revisit 
the amount of subsidy customer-sited 
solar receives. While these are gross-
ly unfair accusations, the utilities did 
not get out in front of the messaging 
with customers, and suffered the con-
sequences. 

Implementation contractors, end-use 
technology vendors, lighting contrac-
tors, smart thermostat manufacturers, 
behavior-change firms, evaluation con-
sultants and building control systems 
have all grown rapidly over the past 
decade. New ideas jump from entre-
preneurial firms, which then push 
those new concepts at industry events, 
in utility boardrooms and across the 
media. 

The outcome is tremendous; one 
can spend an extremely fruitful career 
in DSM. AESP has been around to sup-
port DSM professionals for 25 years, 
providing networking opportunities 
and venues for marketing to all who 
care to join. If the DSM ecosystem 
went away, tens of thousands of jobs 
would be lost, as would great customer 
benefits.

THE BAD
There is precipitous danger underly-

ing the industry; DSM is supported by 
a fragile network of public utility com-
mission rulings, which can change based 
upon political winds. State efficiency 
laws are rescinded when those in charge 
deem DSM as costly to job creation, or 
against the politician’s idea of what gov-
ernment should do. 

Could this happen again? The bot-
tom line: Would DSM programs still 
exist if there was no regulatory man-
date to have them? Utilities and indus-
try leaders should think through sce-
narios to support this thriving DSM 
sector, if the tides turn once again. 

THE UGLY
Without a doubt, deregulation was 

the ugly time during the past 25 years, 
as the rules were stacked against DSM, 
and spending and enthusiasm dropped 
dramatically. 

3. MARKETING LIKE IT 
MATTERS
THE GOOD

Over the past decade in particu-
lar, marketing for DSM programs has 
become more sophisticated. During the 
early years, a bill stuffer with an ad for 
a Compact Fluorescent Lamp (CFL) or 
an audit may have been sufficient to 
meet modest savings targets.

As our companies learn, 
adapt, mature and innovate, 
our collective impacts 
on customers and the 
environment will only grow.
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capability, and poor cold weather 
performance.

With reference to the prior section 
on program design, LEDs have the 
chance to become more than a light 
bulb. Their ability to have dialed in 
color, to be controlled remotely, to 
be dimmed, and to generally offer a 
superior lighting experience will likely 
have a massive positive effect on DSM.

THE UGLY
Black boxes…that is, any technol-

ogy where the supplier claims it does 
something good, like save energy, but 
can’t really explain it. E Source has 
evaluated many dozens of these over 
the year, including some that have 
failed the basic laws of physics. Buyers 
beware. 

LOOKING AHEAD
DSM FOR THE NEXT 25 YEARS

The prior quarter century of DSM 
provided the beginning of an industry. 
As our companies learn, adapt, mature 
and innovate, our collective impacts 
on customers and the environment 
will only grow. The basic notions of 
efficiency and productivity provide the 
core drivers for success, but our abil-
ity to better understand our customers 
will likely be the real growth opportu-
nity for our field.  

Bill LeBlanc is Chief Instigation 
Agent at E Source and the founding 
president of the Association of Energy 
Services Professionals.  

M. Sami Khawaja, an executive consul-
tant at Cadmus, is an expert in program 
design and evaluation methods. His skills 
encompass program theory and planning, 
implementation and evaluation.

significant research and development 
capabilities. 

One significant new area of work 
is in “behavior change.” According to 
E Source, there are over 100 behavior 
programs in North America right now, 
whereas seven short years ago, there 
were none. Behavior-based programs 
are now being seen as a bright spot for 
meeting new savings goals. 

In addition, our collective move 
into using and understanding consum-
er and building data has blossomed 
over the past decade. Remote audits on 
large commercial buildings can predict 
energy savings opportunities. Analysis 
of smart meter data can provide tar-
gets for demand response. Third-party 
marketing data can be combined with 
billing information to find customers 
most likely to participate in virtually 
any type of program. Our understand-
ing of building and customer data will 
continue to improve rapidly in the 
upcoming years. 

THE BAD
CFLs turned out  to  not  be a 

great leading technology to show-
case efficiency. To explain, CFLs had 
the benefit of using less energy, but 
over the years the complaints were 
numerous: mercury exposure upon 
breakage, low light when turned on, 
poor color rendering, no dimming 

2.  Triggers that naturally occur on a 
day-to-day basis, which creates con-
stant reminders that the program 
is beneficial (think of seeing your 
neighbor’s solar panels or electric 
car each day);

3. Emotional connections, which drive 
desire through eliciting deep-seated 
human wants and needs for elements 
such as comfort, safety, nostalgia, or 
environmental improvement;

4. Social norms, which drive people 
and businesses to not want to be left 
behind others in their peer group; and

5. Practical value, essentially the one 
element most efficiency programs 
naturally contain. 

THE UGLY
Since we strongly believe that we 

must experiment more broadly with 
program designs and fail more often 
and faster, we don’t think there is any-
thing that is ugly-worthy in this cat-
egory.

5. DSM INNOVATION
THE GOOD

The final shining star of DSM evo-
lution is in the area of innovation. 
Some innovation has come from 
utilities themselves, but most often 
we see new ideas from start-up com-
panies with a different view of the 
world, or established companies with 
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