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e Established in 1998 as an independent, non-
partisan climate organization

e Three-fold structure — a “do” tank:

— Research — 100+ reports over 10 years

— Actively advise on policy — state, federal,
International

— Business Environmental Leadership Council (BELC)
0 46 companies
0 $2 trillion in revenues
o Nearly 4 million employees
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Exploring best practices in corporate energy efficiency
strategies

— Project funded by 3-year, $1.4 million grant from Toyota

Focus is on management approaches to improving efficiency
throughout a company, including:

— Internal operations

— Supply chains

— Products & services

Report published March 31, 2010 (yesterday)

— Major conference set for April 6 with yearlong
communications/outreach campaign to follow.

— Web portal (www.pewclimate.org/energy-efficiency) contains
additional resources and project-related materials
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Expert author: Bill Prindle, ICF International

Four BELC Workshops: Opportunities for companies to
present and share lessons learned.

Survey: Designed to capture key quantitative data and
broad trends in corporate efficiency programs.

Advisory Committee: 11 experts from a diverse range of
sectors; provide overall direction and guidance for the
project.

Case studies: In-depth profiles of six exceptional programs
and strategies.
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From Shop Floor to Top Floor:

in Energy Efficiency

. The Business Case for
Energy Efficiency

II. Pew Center Survey
Results

I11. The 7-Habits of Highly
Efficient Companies

V. Best Practices
a) Internal Operations
b) Supply Chains
c) Products & Services
V. Case Studies
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Survey designed to gather key quantitative data,
identify trends, and gauge current activities

95 companies invited to participate

— Large corporations with demonstrated commitment to
climate & energy issues

— Diverse industry representation

— Average revenue: $29 billion

— Average energy costs: $2 billion

— 48 surveys completed (response rate >50%)

— Approximately 65 questions covering range of corporate
efficiency programs and activities
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(Using World Oll Prices as a Proxy)

Percent of Companies
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Presenter
Presentation Notes
A small number of respondents think oil prices will stay below $74 by 2014; but over 50% see oil prices topping $100 post-2014. This is in line with EIA projections that see oil at about $104/bbl by 2014. 
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CHANGE

Number of
Companies Percent
Within Two Years 27 57.4%0
After Two Years, but Before 50 42 6%

Four Years

Total 47 100.0%0



Presenter
Presentation Notes
We also asked respondents on their views of climate legislation. 47 of 48 companies believe climate change legislation mandating reductions in GHG emissions would pass eventually in the US. Of that group, 57.4% said it would occur within two years, which means it would have to happen before the end of 2010. The balance of respondents see it happening after two years but before four. 

These numbers are high, and I think it reflects some of the sample bias. A lot of the companies we polled actually support some form of climate legislation. 

Taken together, expectations about high energy prices and impending climate legislation provide the frame of our report: the energy paradigm is changing in ways that are going to complicate the lives of corporate executives, and energy efficiency is a really key solution for dealing with the new complexities. 
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Pew Center Survey Respondents’ for Efficiency Strategies

Part of larger commitment to
reduce carbon footprint

Rising energy prices/need for more
aggressive cost control

Improving energy performance
demonstrates social responsibility

Technology advances—efficiency as doorway
to productivity/innovation/growth

Risk management—efficiency hedges
against volatile energy costs

Developing more EE products and
services to expand sales

Anticipation of carbon
emission regulations

Other

0 10 20 30 40 50

Number of Companies Selecting the Motivation
Source: Pew Center 2009,


Presenter
Presentation Notes
Those expectations about the future appear to be driving action now. The leading motivators for undertaking formal EE strategies were a commitment to reducing carbon emissions and a desire to deal with rising energy prices. Many companies checked both boxes on this question. These findings are consistent with what other surveys have found, including the Economist Intelligence Unit’s CSR survey, as well as the Energy Efficiency Indicators Survey that Johnson Controls puts out. 
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Reassign existing staff

Engage external consultants

Strategic partnerships with utilities
Strategic partnerships with government
Engage energy senice companies
Hire new staff

Strategic partnerships with NGOs

Strategic partnerships with trade associations

Other

0

00 15 20 2 30 3%

Number of Companies Selecting Approach

40

45



Presenter
Presentation Notes
Implementing energy efficiency programs requires resources, both financial and personnel-wise. We asked the survey respondents how they were meeting some of their people needs, and the most common answer was “reassign existing staff.”

In more in-depth conversations we’ve had with companies, we’ve found that this typically means that you’re layering new duties on someone’s existing job, as opposed to moving him or her into a new position. And in fact, you’ll see that “hire new staff” is pretty low down the list. In our case study process, we’re seeing an interesting “all-and-none” paradox emerge in how energy efficiency programs are staffed. It effectively becomes everyone’s job, but few if any people actually have the term “energy efficiency” in their titles. 

Other resource options indicated by our survey respondents include “engage external consultants,” “partner with utilities,” and “partner with government.” ESCOs were also used by a portion of our survey respondents. 
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of Energy Efficiency Strategies

CEO and Senior Management Team

Plant or Facility Managers

Operations

Environmental Health and Safety

10 20 30 40 50 60 70 80
Percentage of Respondents

Source: Pew Center 2000,


Presenter
Presentation Notes
As far as key champions, most respondents identified the CEO and senior management team as the most important players on this issue, though many also selected facility managers and operations staff. We’ve gathered a lot anecdotal evidence that senior management support can really make or break a program’s success, especially in securing funds and overcoming internal barriers. 
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e Meeting / Exceeding Goals

e Implementing Corporate Wide Plan
e Increasing Employee Involvement
e Formalizing a Policy / Strategy

e Implementing at Local Level

e Better Communication w/ Biz Units
e Support from Management

e \Winning Awards or Recognition

47.9%
22.9%
20.8%
14.6%
14.6%
12.5%

8.3%

4.2%



Presenter
Presentation Notes
Almost half of our survey respondents indicated that the greatest success of their EE strategy was meeting or exceeding their savings goal. 

Other successes included, implementing a corporate wide plan, as opposed to keeping the strategy focused on a specific plant or facility. 

Increasing employee involvement, which we believe is really important. 

Formalizing a policy/strategy; and implementation at the local level.

Awards comes out near the bottom, but in conversations with companies, we’ve been told that awards can actually make a difference in terms of gaining senior management support. 
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to Implementing Energy Efficiency Strategies

Lack of project funding

Lack of staff time/
expertise to develop projects

Organizational disconnects

Lack of upper-level staff
response to proposals

Lack of senior
management commitment

Lack of knowledge of
energysaving opportunities

Other
| I |

0 5 10 15 20 25 30 35

Number of Companies Selecting Challenge

Source: Pew Center 2009,


Presenter
Presentation Notes
I don’t think the main barriers/challenges will surprise anyone.

Lack of project funding

Lack of staff time/expertise to develop projects (which are related)

Organizational disconnects also comes in relatively high. 

And then lack of upper level staff response, and lack of senior management commitment (which are also connected)

Also, perhaps not surprising is the fact that “knowledge of energy saving opportunities” comes out fairly low on the list. So awareness building, at least among our survey respondents, isn’t so much the issue; the challenge is more about actually getting down to business and exploiting the existing opportunities. 
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Recreated based on image provided courtesy of Mars (2008).


Presenter
Presentation Notes
As I mentioned, one of the sections of the report deals with energy efficiency in the supply chain. This is an area where you’re seeing more and more interest. Many companies are beginning to realize that that’s where the bulk of their energy and carbon footprint reside, and consumers and activists are beginning to hold companies accountable for the behavior of their suppliers. 

I wanted to show this chart that comes to us from Mars the global food and pet supply company. It does a nice job of illustrating the conundrum companies face as they begin to tackle supply chain issues. As you can see, there tends to be an inverse correlation between a companies’ environmental impact and its ability to control that impact. For Mars, much of its impact comes from suppliers and consumers. Of course, these are areas in which it has less control, at least relative to its own manufacturing operations. 

Companies are beginning to work very closely with suppliers, in many cases lending to suppliers the expertise they gained from implementing their own efficiency strategies. PepsiCo in particular has done a good job with this. 
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Perception of Energy Efficiency

How do you feel about the term “efficiency,” as in “energy efficiency”™?
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Source: Shatton Group Energy Pulse Survey
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Recreated based on data provided by U.5. Department of Energy (2007).


Presenter
Presentation Notes
We found that a number of companies that participated in our survey responded that they had altered products to improve their energy efficiency. For most companies this has to do with chasing business opportunities. 

Consumers increasingly view energy efficiency as a desirable attribute in products – they understand it can help the environment and help them save money. The chart on the left shows consumer data from the Shelton group that close to 90 percent of consumers have a positive perception of the term “efficiency.” This is a lot different from the consumer response to terms like “carbon footprint,” or “carbon neutral,” or even “sustainability,” which many consumers simply don’t understand. 

And on the right is DOE data showing the growing market share for ENERGY STAR qualified products as evidence that efficient products are increasingly competitive in the market place. 
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e UTC: Highly decentralized company, but all
business units focused on efficiency

e |BM: Parlayed internal expertise in efficient data
centers into a customer offering

e Dow Chemical: Uses about the same amount of
energy annually as Australia

e Toyota: One of the most efficient car companies in
the world

e PepsiCo: Leading edge of companies focused on
supply chain energy efficiency

e Best Buy: Focus is on marketing energy efficiency
solutions to customers
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1. Efficiency IS a core strategy
2. Leadership and organizational support is real and

sustained

3. Company has SMART energy efficiency goals
4. Strategy relies on a robust tracking and

measurement system

5. Organization puts substantial resources Iinto

energy efficiency

6. Energy efficiency strategy shows results
/. Company effectively communicates results



Presenter
Presentation Notes
We took what we learned from case studies, survey, workshops, and work that had come before us, particularly EPA’s Energy Star guidelines for energy management, and combined it into what we call “The 7-Habits of Highly Efficient Companies.” These are essentially common attributes that we observed from companies that we believe do a particularly good job on efficiency. 
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e UTC: Broader corporate commitment to
eliminate all forms of waste

e Toyota: Energy efficiency tied in to kaizen
philosophy of continuous improvement

e Dow: Energy efficiency Is a matter of
competitive survival



Presenter
Presentation Notes
What does this really mean? It’s sort of an esoteric concept that can perhaps be best illustrated through a negative example. Clay’s green building story. 

UTC: Mantra is “find waste, eliminate waste, go find more waste.” 

Toyota: Kaizen is a process of continuous improvement that extends from the CEO all the way to the line factory worker. Everyone can make improvements. Those improvements are then standardized so they take root in company. 

Dow: Amount of energy it uses – huge part of costs. Cutting energy use is a huge competitiveness issue for them. 
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e At least one, full-time staff person Is
responsible for energy performance

e Corporate energy management leadership
Interacts with teams in all business units

e Energy performance results affect
Individuals’ performance reviews and career
advancement paths

e Employees are empowered and rewarded for
energy innovation
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e PepsiCo: Big Hairy Audacious Goals—
purposefully set as stretch targets
— Targeting 20% electricity; 25% fuel; 20% water
savings by 2015 against a 2006 baseline

e UTC: Moved to absolute GHG reduction goal
after years of energy efficiency improvements

— 2010 target to reduce CO, 12% below 2006 baseline
e Dow Chemical: Re-upped on efficiency targets

after exceeding previous goal

— New target: 25% efficiency improvement by 2015
off a 2006 baseline



Presenter
Presentation Notes
Companies have set lots of different types of goals. There’s not really a single right way to do it, except that it has to be specific, measurable, accountable, realistic, and time-bound. 

PepsiCo: If you know exactly how you’re going to achieve your target, it’s probably not ambitious enough. (Intensity targets)

UTC: First set a goal to reduce energy used per dollar of revenue 25 percent below 1997 levels by 2006. This goal was realized in 2001 and reset to a 40 percent reduction by 2006. Actual 2006  savings were 56 percent. New set of goals reflects focus on GHG emissions and the fact that absolute reductions are needed – intensity improvements not good enough. 

Dow: In 1995, Dow became one of the first companies to set a long-term energy efficiency target, going for 20% reductions in energy used per pound of product by 2005. In 2006, the company raised the bar, and announced a new target to improve energy efficiency a further 25% by 2015 – target more ambitious in numerical terms and also because a lot of the low-hanging fruit had already been picked. 
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2008 Toyota Energy Action Plan

Purpose :
Become the North American Leader (#1) in energy usage per vehicle

among all North American Automobile Manufacturing Facilities.

Current Situation

Energy Metering :

All shop metering is operational and meets TMC's requirements.
Develop plan and implementation costs for measuring all utilities ED, Primer, T/C Booths, and all Ovens by the end of November 2002.

Kaizen Scenarios:

EY'02 Energy Usage @ NAMC Current
9.0 Y age O Mother Plant Current
7.9 @ NAMC Revised Goal

Assy 2006 Target | 6.7

TMMI $/MMBTU = $ 6.49 (US) Energy Savings| Savings Implement. Impl.
Operational Kaizens Dept. (MMBtus/Veh) ($)/vVeh $/Veh Costs ($)

A. Reduce NAMC electrical loads to TMC BS and WE stds; All 056 | $ 363|$ 029 | $ 50,000

Tahara BS=30 WE=12, TMMI Current BS=66 WE = 37

B. Reduce painting booth air flow IAW NFPA91. 10% TR 018 | $ 119 | $ 012 | $ 20,000

reduction from existing 1,266,250 cfm.

C. Eliminate air flow in portions of paint booths that work TR 014 |3 093 3% 029 | $ 50,000

is not being performed in. Reduce booth area 3% average.

D. Reduce air volume at lunch and between shifts to 50% of TR 005 $ 036 | $ 012 | $ 20,000

1,033,000 cfm. Total of 4.7 hours day. (Gas Savings)

E. Database Kaizens not yetimplemented All 029 % 1.88 | $ 317 | $ 550,000
Sub-Total 1.23 799 $ 3.97 | $ 690,000

- Investigate and Plan Operational kaizens by 3™ Qtr FY04
- Evaluate Major kaizen budget in 4" Qtr of FY04

Major Kaizens

0

A\

0.0 4
Plant 1 Plant 2 Plant 3 Plant 4 ,m‘ Average
Energ Yy Usage
0.34 0.24 Total
MMBtu/Veh
6.32

@ Paint O Plastics
m| Weld O Other

W Ass'y @ Stamp

1. Steam Generation through Incinerator Waste Heat T 0221]% 142 | $ 5.76 | $ 1,000,000
Recovery: 6 kib/hour 60 psi steam
2. EnergySaver panels: 2,000 HIDs, 24 x 365 and 100T ALL 0.03[$% 017 | $ 6.33 | $ 1,100,000

baseload cooling 8 months year

2. Add De-Superheater: Recover heat from ACU for F/C 002|$ 0.14 058 $ 100,000
pre-heating boiler water make-up water.

Non-Production Time Energy Usage
% Peak
Load Avg. NA Avg TMC Avg
Bet. Shift 66% 30%
66% — Weekend 37% 12%
*.\/ Bet. shift t '\\
37% [—— P S ——————— =
129 |____Weekend y
— Plant Mother plant

Key Activities:

1) Focus on paint shop energy reductions
2) Optimize Non-production energy

Sub-Total 0.27 173 $ 12.66 | $2,200,000
Project Payback = 1.71 Total 1.50 | 9.72] $ 16.63 | $2,890,000
Energy Reduction ‘n Usage/Veh m Kalzeﬂ Costs Reductior‘ @ Cost/Veh m Kaizen
6.90 $56.00
& - 0.27 $49.00
2 = g
2 40T |es2 S 551.11
g 5.09 4.82 $42.00 +—
s 43.1 41.3
2.30 T $35.00 T T
Current Operational Major Kaizens Current Operational Major Kaizens
Kaizens Kaizens
Yearly Energy Targets
Plant FY 0l FY 02 (Base Year) FY 03 FY 04 FY 05 FY 06 Total
Current Plan 3% 3% 3% 3% 12%
Additional Plan 0% 3% 5% 5% 13%
New Annual
Reduction Targets 3% 6% 8% 8% 25%
Actual Target
(MMBtu/Veh) 8.12 6.32 6.130 5.750 5.245 4.739 1.58

|:|- Total Reduction required to achieve target ( FY02 - FY06)


Presenter
Presentation Notes
Different companies use different energy tracking and measurement systems. A common characteristic is the ability to collect voluminous information, while understanding how to present it in a way that senior executives will be able to make sense out of it and be able to act on it. 



Toyota is really renowned for its energy data tracking system, for good reason. Here’s just a snap shot—I don’t expect you to actually be able to read this; it’s just an example of the type of data they collect (energy usage tracked on a per plant basis, then broken down by plant type. The right hand side shows progress they made on some of their specific goals, including reducing air flows in paint booths and generating steam through waste heat recovery. 



As another example, at Toyota’s Kentucky plant their system collects energy data from 30,000 different sources, and the system can in some cases display energy use data on a minute-by-minute basis. However, only four energy metrics get reported as Key Performance Indicators to senior management. At the corporate level that gets further distilled into a single BTU/vehicle metric, which gives corporate executives a simple way to compare energy performance across plants. 
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e PepsiCo: 2% of company’s capital budget goes to a
Sustainable Investment Fund
— Creates dedicated source of funding for environmental
projects
e UTC: Set a goal of investing $100 million in energy
conservation projects by 2010.
— So far $96 million worth of projects have been funded.

e IBM, and others, consider co-benefits to energy
efficiency investments

— Co-benefits include increased productivity, improved
worker morale, and broader innovation value



Presenter
Presentation Notes
PepsiCo’s SIF creates a defined source of funds for environmental projects. Projects funded by the SIF include a “waste-to-value” project in Turkey that converts organic waste to fertilizer and biogas, leading to 1,350 megawatt hours (MWH) of electricity generation and 550 MWH of heat recovery per year.   

For UTC, by the end of 2008 almost 1,000 projects were identified, valued at over $170 million in implementation costs. $96 million worth of these projects were funded, almost hitting the 2010 goal two years early. Typical measures include lighting, compressed air, HVAC, process improvements, and cogeneration.

IBM, and others, consider co-benefits, such as increased productivity, improved worker morale, and broader innovation benefits to support energy efficiency investments 

  








g| PEW.GEHTEII
W | Globalinis

e Dow: Estimates its energy efficiency strategy has
led to $8.6 billion in cost savings and 86 million
tons of avoided CO2 emissions.

e PepsiCo: Saved $100 million and prevented the
release of 170,000 tons of CO, from 2006-2008

e DuPont: Estimates its efficiency initiatives saved
the company approximately $2 billion between
1990 and 2000

e Best Buy: Estimates that sales of ENERGY STAR
products in 2008 saved consumers about $90
million in electricity savings
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Presenter
Presentation Notes
This is an example of an internal communications device called “Race for the Greenest” that Toyota uses at its Erlanger Kentucky facility. It shows a mock-up of a NASCAR race track, with months marked off instead of miles. Those little faces pasted on the board correspond with the 10 shop captains at the plant (paint, assembly, power train, body welding, etc.). The little cars are arranged in order of points that the captains have earned in the previous month for energy, waste, and water efficiency. 

This is a really great way of communicating internally about the importance of efficiency. It’s a competition, but it’s also fun, gets people excited. 

As far as external communications, leading companies all report their energy data on-line and as part of their annual corporate sustainability reports in ways that allow readers to track the companies’ progress against goals.  
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The Pew Center on Global Climate Change invites you to
join us on April 6-7, 2010 in Chicago for a major



Presenter
Presentation Notes
Mention report is now available on-line,  workshop presentations, some video, external resources (reports and other content), calendar of events, and news articles. 

And BELC energy efficiency database. 
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Are you looking for ways to reduce
your company’s energy consumption,
lower greenhouse gas emissions
and save money?

Tha Pew Canter on Global Climate Change presants: A conference on corporate enengy efficiency and release of
in-depth research report. Learn from business community
From Shop Floor to Top Floor: pears about the most effective managsment spproaches

Best Business Practices in
Energy Efficiency Conference i it oslers

and Report Launch Don't miss this oppartunity to leam from the skperts.
Register now at:
Apiil 6-7, 2010 » Chicago, IL e—— n/energy-efficiency/
Uindarwrittan by the generous support of rlI lllTll
TOYOTA . Giobal i3



Presenter
Presentation Notes
Conference is April 6-7 in Chicago. Registration is still open. Hard copies of the report will be distributed there. 


R ' = |P[W.GEHTEI\‘.
Corirererice - fJJfrlff Q\G|gha|g-ﬂ;':-g;

e Topics: Future of corporate energy efficiency;
financial barriers; employee engagement; supply
chain; engaging consumers; federal policy

e Speakers include: Eileen Claussen, Pew Center;
John Rowe, Exelon; Kathleen Hogan, DOE; Kateri
Callahan, ASE; Sen. John Warner (retired); Jay
Golden, ASU

e Companies represented: IBM, PepsiCo, Best Buy,
UTC, Dow, Toyota, DuPont, HP, Dell, Mars,
Whirlpool, Boeing, News Corp., Alcoa, Wal-Mart,
Coca-Cola, Target, and others




- . |r£w:lcsu'r:|t
For Mare lrfarrzitlor) @mmba

CHANGE

www.pewclimate.org/energy-efficiency

Andre de Fontaine
Markets & Business Strategy Fellow
Pew Center on Global Climate Change
703-516-4146
deFontaineA@pewclimate.org
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