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Presenter
Presentation Notes
Goal: Provide as much detail as possible without compromising confidentiality
What are the most important takeaways from this presentation? Audience should understand retailer weighting
Why does the audience care about your presentation? Because the Chain Logic Model provides inputs for the residential model. We are giving them an opportunity to review our methods and challenge our assumptions. 
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To understand market change we need to understand
total market energy consumption and savings.


Presenter
Presentation Notes
Momentum savings is about measuring change in the entire market and markets change for a variety of reasons.

Fundamentally, we are talking about how market change over time. Momentum savings occur only when markets change. More specifically, momentum savings occur when on average, the choices consumers and businesses make in a given market change between two points in time.  

If there is no change, there can be no momentum savings. 


MEASURING CHANGE

Sales Data


Presenter
Presentation Notes
How do we measure change? Sales data is the gold standard. It is the best indicator of consumer preferences RIGHT NOW.



BUT IT’S NOT THAT
EASY. OFTEN.
MARKET ACTORS... a

1. Don’t want to share
2. Proprietary market share data
3. Don’t have systems to provide what we need
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Presentation Notes
But it’s not that easy. Often, market actors

Don’t want to share
Proprietary market share data
Don’t have systems to provide what we need
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Presenter
Presentation Notes
Unfortunately, in the real world, we never receive complete sales data. Instead, we might receive sales data from one or two market actors, and we fill in the rest with clues shelf stocking data, product catalogs, financial reports, etc. 
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Presenter
Presentation Notes
To characterize a market you often have lots of disparate data sources.
In order to pull these data sources together you need to figure out what the data represents. 
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Presenter
Presentation Notes
And how to piece it together in a way that accurately reflects the market.


EVERY RETAILER IS UNIQUE
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Presenter
Presentation Notes

So when we have data from numerous stores we can’t just take a straight average because some stores sell more product and represent a larger share of the market.

Retailers are not the same.  Each one has its own place in the market, operating with it’s own strategy, it’s own target customer, and its own set of suppliers. This means we can’t just take an average of all the retailers we have and call it a day. That would assume that all retailers have the same mix of technologies. 

The retail market is heavily concentrated. A change in a single major retailer’s strategy can really change the market. Big point – Home depot, Walmart, and Lowes – almost everything goes through them (at least ¾), Costco is growing – becoming more of a player. 

Every retailer has a different market share and a different efficiency mix. Costco, for example, only sells CFLs and LEDs. 



The Chain Logic Method weights
‘ data points into a market average
for a given application and year.

C


Presenter
Presentation Notes
For that reason, we need to weight individual retailers data by their market share to compute a representative market average. To do this we have created the chain logic method. 


Example

RESIDENTIAL LIGHTING



Presenter
Presentation Notes
This presentation walks through this method using the residential lighting market as an example. 
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Presenter
Presentation Notes
We have two main categories of data for residential lighting available: shelf stocking data and sales data.

Each year, usually in late fall, NEEA visits a sample of regional retailers and takes an inventory of all the lighting on the shelves. They collect a massive amount of information – the number of units, the technology, the wattage, the cost, whether it’s ES qualified.

We have an additional data set in 2015, which is an NEEA’s extra summer shelf study, which looked at three of the largest retailers (The Home Depot, Lowe’s Walmart) in more detail. 

We use this data in combination with the Fall/Winter 2015 data set to create a more complete picture of shelf stocking practices in 2015. 



Sales Data

Regional
) CFL and LED Sales Data
NIE =
Sales Data from one
Sales Data ) :
from Online Retailer

CLEAResult



Presenter
Presentation Notes

Sales data is the best indicator of product flow and can be collected with creativity and commitment. The Nielsen data we have offers detailed, full category data– that is information about all lighting technologies, incandescents, halogens, CFLs, and LEDs - sales records for a subset of PNW retailers. Full category sales data are the gold standard for market research and program planning.

Unfortunately, not all retailers agreed to share their sales data with Nielsen. This includes some high-volume Do-It-Yourself stores responsible for large percentages of program participation.

We also have sales data for CFLs and LEDs from CLEAResult, and full category sales data from 2015 from one prominent online retailer. 




KEY ASSUMPTIONS &

Sales Data Shelf Data



Presenter
Presentation Notes
Our sales data covers each full calendar year, whereas our NEEA shelf stocking data is a snapshot in time, usually towards the end of the calendar year. For this analysis, we have assumed the two are the comparable. 



KEY ASSUMPTIONS

Shelf stocking pattern = Sales
Validated through market actor interviews
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Presenter
Presentation Notes
While shelf data is not the same thing as actual sales data, retailers have a very detailed understand their customer’s preferences and stock their shelves accordingly. As a result, we believe the shelf data, while imperfect, offers a lot of insight into what is happening at the register. We have validated this assumption through market actor interviews. 


Market Share

Retailers
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Presenter
Presentation Notes

We will use the sales data and shelf stocking data to calculate an average using the Chain Logic Method. The market average can be anything we have data on: wattage, cost, lumens, efficacy, technology shares. 

Note: The market shares on this slide are purely illustrative.  


Example

What was the average
wattage of reflector bulbs
In the 250-1049 lumen
bin in 20157



Presenter
Presentation Notes
For example, we could look at the average wattage of reflector bulbs in 2015? 


2-PART METHODOLOGY

Part 1 Part 2
" ;
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Retailer Market Shares Market Average



Presenter
Presentation Notes
This methodology has two major analytical components:
 
1. Estimating the market share of each retailer serving the Northwest residential lighting market.
2. Estimating the market average sold by each retailer based on shelf stocking data and sales data.





Part 1

ASSIGN RETAILER
MARKET SHARES

U



Presenter
Presentation Notes
Part 1: Assigning retailer market shares. We will use these shares to weight our individual averages into a representative market average. 


SEGMENT THE MARKET INTO
DISTINCT CHANNELS, ASSIGN MARKET
SHARE TO EACH MARKET CHANNEL
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52% 33% 15%

DIY Mass Merchandise Small
and Club Stores Hardware


Presenter
Presentation Notes
The first step is to segment the market into distinct channels and assign a market share to each market channel. We used sales data from a major club store to estimate these shares. We assumed that their dollar sales estimates are equal to units and that their national market share estimate is equal to the market shares in the Northwest.  




ESTIMATE ONLINE
RETAILER SHARE

Example

If 5% of all bulbs are sold online,
and online retailer sells

10 bulbs, that implies

total market is 200 bulbs

If 50% of market is
residential = 100 bulbs

40% of online retailer sales
are residential = 4 bulbs

4 bulbs sold online to

residential customers of

100 total residential bulbs implies
online retailers have

4% market share


Presenter
Presentation Notes
Next, we calculated the online share of bulbs. 

Note: the calculation on this slide is purely illustrative. 
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50% 32% 14% 4%

DIY Mass Merchandise  Small Online
and Club Stores Hardware



Presenter
Presentation Notes
Our estimated online share is based on an online retailer’s sales data for the NW and their estimate of the share going to the residential sector for each lamp category. We reduced the market share of the three brick and mortar retail channels proportionally.





50% 32%

DIY Mass Merchandise
and Club Stores

DIY 1 MM/Club 1 MM/Club 2

DIY 2 MM/Club 3 MM/Club 4

MM/Club 5 MM/Club 6
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Presenter
Presentation Notes
We assigned each retailer in in the Nielsen data, NEEA’s shelf survey data, and the online channel data to one of the market channels. Each retailer could belong to one and only one segment. 



KEY ASSUMPTIONS &

Online Retailer Representative of Online Channel



Presenter
Presentation Notes
 We only had sales data for one online retailer. We assumed online retailer sales mix was consistent with others in the online channel.


DETERMINE THE RELATIVE
SHARE OF EACH RETAILER WITHIN
EACH CHANNEL

Used for DIY and Used actual share
Hardware. Uses of channel sales for
total available one retailer within

: amps stocked. the MM/Club channel.


Presenter
Presentation Notes
We used two different approaches to determine the relative share of each retailer within each channel. We used approach 1 – total available lamps stocked - for the DIY and hardware channel. We used the actual share of channel sales for one retailer within the mass merchandise/club channel in approach 2.


APPROACH 1

Used for DIY and Hardware

Average Total Market Share
Store Count Lamps per Store Regional Lamps Within Channel

e o :
DIY 1 ﬁ ﬁ ﬁ 250 750 75%
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Presenter
Presentation Notes

APPROACH 1: We estimated the market share of each retailer within its market channel. For the DIY and Hardware categories, the team used retailer store counts in the Pacific Northwest (obtained from retailer websites in 2016) as well as the average number of lamps stocked by each retailer (determined through NEEA’s shelf studies) to estimate each retailer’s relative market share within each retailer channel. The slide provides an illustrative example of this methodology.
 
Assumptions:
We used professional judgment to assign channel market shares to the ‘Other DIY Retailers’ and ‘Other Hardware Retailers’.
The team only had sales data from one retailer in the online channel. We extrapolated that retailer’s efficiency mix to the entire online channel because that retailer estimated its mix was consistent with the others in the online channel.

We followed this same approach for the DIY channel, the hardware channel, and with one modification, the mass merchandise and club channel. We will explain this modification in approach 2. 

Note: Numbers on this slide are purely illustrative.



APPROACH 2

Used for one MM/Club Retailer

2014 Lamp Sales
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Total Mass Merchandise and Club Store Channel
200,000

XYZ's share (XYZ'z share of Total Mass (Mass Merchandise and

of overall market Merchandise and Club Store Sales) Club Store Channel Share)

XYZ's share of overall market (50,0000/200,000) * 32% = 8%
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Presenter
Presentation Notes
Approach 2: The modification resulted from the fact that we had actual sales data for one retailer in the Mass Merchandise and Club channel, as well as the sales total in the Mass Merchandise and Club Channel. We computed that retailer’s share of the overall market using the calculation on this slide.

Note: Numbers on this slide are purely illustrative. 





COMPUTE RETAILER’S SHARE
OF THE OVERALL MARKET

Channel Share Market Shar Final Overall
Channel of Retail (A) within Chan I(B) Retailer Share (A*B)

DIY 1 60% ’ 30%
DIY
DIY 2 40% 20%



Presenter
Presentation Notes
Next, we converted each retailer’s market share within each channel into a market share of the total market. To do this, we multiplied each retailer’s market share within each channel by the market share of the channel to which the retailer belonged. 
 
For example, as shown by this slide, the retailer “DIY 1” has a 60 percent share of the channel to which it belongs, while the channel itself constitutes 50 percent of the market. Taken together, that means the retailer “DIY 1” has 30 percent of the overall market. The final share represents the weight applied to the efficiency mix calculated in this retailer’s sales data. 

Note: Numbers on this slide are purely illustrative.



FINAL RETAILER MARKET SHARES

Retailer Channel

Channel Share of Retall

50%

32%

14%

4%

Retailer

DIY 1
DIY 2
MM/Club 1

MM/Club 2
MM/Club 3
MM/Club 4
MM/Club 5
MM/Club 6
SH 1
SH 2

SH3

OR 1

Final Retailer Shares

30.0%
20.0%
12.1%

3.8%
0.4%
8.5%
0.3%
6.9%
11.2%
2.1%

0.7%

4.0%


Presenter
Presentation Notes
This slide shows the final (anonymized) retailer shares used in the Chain Logic Method.  


KEY ASSUMPTIONS

Retailer shares held constant

2011 2012 2013 2014 2015



Presenter
Presentation Notes
We held the retailer market shares constant across the analysis period due to lack of information about shifts in retailer market share between 2011 and 2015



Part 2

CALCULATE
MARKET AVERAGE


Presenter
Presentation Notes
Part two uses the retailer weights we calculated in part 1 to calculate a representative market average.


DIY 1

Retailer
market 30%
share

DIy2 MM1 MM2

20% 12% 3.8%

Average

Wattage 19

36 17 20

<
Market Average
Wattage

MM3

4%

16

MM4

8.5%

14

MM5S

.3%

Simple SUMPRODUCT

40

MM6 SH1 SH2 SH3 OR1
6.9% 11.2% 2.1% .7% 4%
21 18 K{0) 24 16
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Presenter
Presentation Notes
We used the results of the first component, each retailer’s market share, to weight the results of the second component, each retailer’s average watts per lamp—for Excel junkies, a basic sum product function— to calculate the market average baseline. 

The market shares shown on this slide are the final market shares used in the Chain Logic Method. All wattage numbers are purely illustrative and do not represent actual data. 


The Chain Logic Method gives
us a comprehensive picture
of the market, allowing us to

understand market change.



Presenter
Presentation Notes
The Chain Logic Method gives us a comprehensive picture of the market, allowing us to understand market change and Momentum Savings. 



We update the methodology
as new and better information
becomes avalilable.



Presenter
Presentation Notes
The beauty of the methodology is that it can be updated as new and better information becomes available. 



‘ Applicable across a variety
of markets and products.


Presenter
Presentation Notes
So far, we have only applied the Chain Logic Method to residential lighting. It could, theoretically, be applied across a variety of markets and products. 
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