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Presentation Notes
Businesses with six or more locations – which we refer to as national and regional key accounts – are working in the big leagues: they’re major economic forces in our region. But sometimes national accounts seem complex – and where there is complexity, there is bound to be confusion. We struggle to understand who the decision-maker is within these large organizations, and we sometimes wonder how a utility incentive can affect the behavior of such large customers. Bonneville’s market research team explored the topic of how national accounts approach energy efficiency this past fall, through a small exploratory research study. In this study, we attended the Edison Electric Institute’s National and Key Accounts Workshop – a trade show for national account customers and their energy-industry vendors and utilities. We also conducted in-depth interviews with 11 national account market actors: these included HVAC and lighting manufacturers, energy-efficiency service providers, and national account customers themselves. Finally, we did some preliminary work toward creating a framework for segmenting the commercial market in the northwest to allow for a stronger understanding of how national accounts fit into the commercial building landscape in the region.(Bonnie will mention what NEEA is doing – at NEEA we can get an update) Today, I’m going to talk about some research findings that I hope will not only demystify how national accounts treat energy efficiency, but also lead to some fresh questions about how the Northwest’s energy-efficiency community can get closer to these giants and really engage them as partners in making our region more energy-efficient.At the conference and through our interviews we interacted with national companies like McDonalds, Target, Walgreens… 
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Energy efficiency programs have a long history of working with some of these businesses – for example, we all know that large chain retailers have played a crucial role in transforming the market for residential lighting. But aside from being important SUPPLIERS of energy-efficient products, national accounts are also major CONSUMERS of energy and make crucial decisions about their own energy use. These decisions – like, what lights go in the ceiling in 400 locations of a retailer, or what HVAC system cools ten major data centers – have a big effect on our region’s energy use, and it’s these decisions that we set out to learn more about with the exploratory research study this past fall.
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National accounts are different from other businesses, and that includes their approach to energy-efficiency.When we think of national accounts, it’s often retail stores and chain restaurants that come to mind. But national accounts come in many forms – think about large warehousing and manufacturing companies, data centers, food processing companies, and even commercial real estate companies that own and manage office space. All these types of businesses fall into our definition of national accounts – a business with six or more locations under some degree of centralized control.Within this diverse group, there at least six key attributes that many national account businesses share that make them different from independent or single-location businesses.
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First, national accounts have a high level of sophistication when it comes to managing their company. They have capital resources and understand how to invest in their business strategically. While many businesses take a strategic approach to energy-efficiency investments, national accounts are unique in the level of sophistication in their decision making – we’ll talk more about that later – as well as their long-term planning horizons. Some national account businesses set sustainability goals for example, which are often on long time-frames – 10 or even 20 years – and those goals can directly affect decisions around investing in energy-efficient equipment.
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Second, they have major purchasing power. This means, they’re investing in very large quantities of products and equipment for their buildings, and their suppliers – manufacturers, distributors, and contractors – understand the need to negotiate special discounted pricing on such large quantities. National accounts wield their purchasing power to affect these market actors, which can bring down costs on high-end products – think expensive high-efficiency lighting systems that might be cost-prohibitive for a mom & pop business. In some cases, national accounts can get access to those products through negotiation. 
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Because of their strategic approach and their purchasing power, some national accounts are early adopters of energy-efficient technologies and products. In many cases, national account businesses are able to understand and act upon the value proposition of a new technology earlier than a small/independent business would. In fact, some national accounts go one step further and act as product and technology innovators, by working with manufacturers to develop new products that meet their needs. One place this happens is through the Better Buildings Alliance, which worked with major national account retailers to develop a model specification for converting parking lot lighting to LED back in 2010. They partnered with manufacturers and tested products until they settled on a model specification that other Better Buildings Alliance members could implement. In this case the early adopters worked together to lend legitimacy to products that still faced skepticism in the larger market at that time. 
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One key thing we wanted to learn through our research was to decipher who all the players are that are involved in national account energy-efficiency projects. We boiled this down to six categories, and you’re all familiar with them in some way. These roles can be internal at national account companies, or they can be contracted out to third-parties. So, for example, many national accounts have in-house specification and design departments. But an example of a third party arrangement is Walmart, which contracts out all architecture and engineering services to Benham (which used to be a division of Leidos).Likewise, on the rebate administration side, we know about companies like RealWinWin that work with some national accounts. But others handle that work in house – Walgreens is an example – they process utility rebates through their internal tax department.
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Within that web of influencers and decision makers, it should come as no surprise that national accounts follow a fairly complex process of decision-making when it comes to energy-efficiency – more so than single-location businesses. We learned a lot about this decision-making process by interviewing national account customers and the companies that supply them with their lighting and HVAC equipment. While every company is different, and each one will have it’s own tailored decision-making process, we found some common themes. In most cases, an energy-efficiency decision goes through four stages:
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First, project initiation. Someone, or some department, within the company has to decide that making a change to lighting or HVAC equipment is necessary or beneficial. Often, this step occurs in the Energy Management or Sustainability Team. Many national accounts have one or more staff members whose job it is to monitor energy use and contribute to decisions about energy-consuming equipment. In other companies, a whole department is devoted to sustainability, which includes many areas – supply chain efficiency, transportation, solid waste – but often includes energy and energy-efficiency. An energy manager  or someone similar typically initiates an energy-efficiency project with the aim of either improving building performance (e.g., repairing broken equipment), reducing energy costs (e.g., improving equipment efficiency), or both. The project initiation process involves building a case to present to the financial decision makers – and it can often include many stakeholders, both within and outside the national account company. 
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The next stage is executive approval. Once someone – say the energy manager – has proposed an idea for an equipment change, the proposal must typically be approved by either the Chief Financial Officer, the owner, or another executive-level decision maker. The key driver for this approval is the financial analysis of the project.
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After executive approval, there are decisions to be made about where and when to implement the project – what we call “Roll-out prioritization.” Companies prioritize roll-outs on a store-by-store or region-by-region basis. The biggest influence on prioritization is the condition of the existing equipment. For example, one interviewee stated that if a store has HVAC problems in the summer time, making that store comfortable will be a high priority. So locations with failing or malfunctioning equipment will typically be at the top of the priority list for a roll-out.Another important factor affecting roll-out prioritization is energy costs, along with opportunities for utility rebates. We heard that most companies roll out projects to states or regions with the highest energy costs and highest incentive levels first. 
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The implementation phase is, of course, the final piece of the decision-making process – decisions here are related to procurement and contracting of equipment installation. Several internal departments at a national account business are typically involved in this stage: energy management, facility or construction management, and procurement. We learned about some interesting variations in the implementation process… and learned that national account supply chain actors can sometimes differ from what we typically see.
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Some national accounts work with a different set of market actors when implementing an energy-efficiency project – they work with companies that specialize in serving national accounts.
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First, there are specialized lighting and electrical distributors who provide equipment to national accounts. (Note: this is not as much the case on the HVAC side, based on what Bonnie learned at the AHR Expo.) These lighting distributors are different from a regional stocking distributor in that they operate at a national scale, and serve national-scale customers. They may have one central warehouse, or multiple regional warehouses, and they ship products from these central locations to the customer’s job sites, or a contractors staging site. These companies are of particular interest for our momentum savings research, because we are interested in finding out how their sales of lighting equipment differ from the regional distributors with whom we are more familiar. 
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Specialized installation firms also serve national accounts in their energy efficiency projects: these are electrical and mechanical contracting firms that specialize in implementing roll-outs. They have the ability to deploy contractors to multiple locations quickly, and to perform consistent work across many locations. They often have a large network of either employees or subcontractors to allow for this nation-wide coverage. For example, we interviewed Roger’s Electric at EEI. They said they have a network of contractors who have “a credit card and a pickup truck” and can hit many locations in a short time.
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The final specialized market actor we heard about is turnkey providers. Turnkey providers attract key account business by streamlining an entire project into one package. In a comprehensive turnkey project, one company (and sometimes its subcontractors) takes on all the roles in a project from start to finish: consulting and project management, specification and design, distribution and logistics, project implementation and installation, and rebate administration. This reduces the burden on the customer to manage multiple contractors.We interviewed one such company at EEI – EMC. They work with chain retailers like Walgreens and Best Buy, and they take a turnkey approach to lighting retrofits. 
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So the world of national accounts is very interesting, but you may be wondering, “how does this apply to me?”
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We know that utility programs affect roll-outs: the incentives can affect national account decisions about where to invest in energy-efficiency, and when to invest in energy efficiency. In the Pacific Northwest, we have low-cost power, but good incentive programs. These are two factors in national accounts’ roll-out prioritization: the low-cost power would deter companies from investing in our region, but the attractive incentives would make their investment in our region more likely. 
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So one thing we heard over and over will not surprise you. We heard from the national account customers we interviewed that they want some improvements in utility programs – not just in our region, but nation-wide. They boiled this down to one word: SIMPLIFY E.g., one customer recalled a non-northwest utility that required them to submit thirty identical rebate forms for thirty identical lighting retrofits in 30 identical stores. While we can understand from the utility perspective why this was required, this was very annoying to the customer.
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But let’s take a bigger step back: what are we trying to achieve in working with national account customers?Ultimately, we want EE to be a power resource, right? 
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If the goal is to push the market ahead and create energy efficiency that wasn’t there before, how can the Northwest region make that push with national account customers?We’ve identified three big picture strategies that we think the region might want to think about in terms of long-term EE program strategy. (And we’re also presenting this to NEEA tomorrow)I’d like to wrap up this presentation by showing you these three strategies and ask for your thoughts and reactions. 
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Strategy 1: Tipping the scales to favor the NorthwestHow can we tip the scales of national account’s decision making so that they invest in NORTHWEST locations before they invest in other regions?In other words, what levers can we use to make our region more attractive than California or the northeast, where power is expensive and incentives are rich?Examples of Tactics (optional for presentation – only if audience is interested)How could we create a one-stop-shop for national account customers?How can we make it easier to participate in multiple utility programs (reciprocity)?Is there an opportunity to incentivize volume? E.g., the more projects a customer does, the more incentive dollars they’re eligible for (volume rebate/tiered incentives)
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Strategy 2: Finding the hard-to-reach pockets of the National Account marketWhile some national accounts are energy efficiency leaders, there are still some customers or technologies that are not on the energy efficient bandwagon.  How can we as a region identify and go after those hard-to-reach parts of this market?How can we broaden our reach with national account customers?Examples of tactics: (optional for presentation – only if audience is interested)Are there opportunities to influence the specialized market actors working with national accounts?Is there an opportunity for a referral bonus – e.g., for franchise businesses referring other franchise owners within their corporate umbrella?
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Strategy 3: using national accounts to help shape the future of our programsCan we use national accounts’ experience as early adopters/innovators to shape the future of our programs? In other words, how can we learn from them.Examples of tactics: (optional for presentation – only if audience is interested)Is there an opportunity to use their demonstration or prototype projects as program pilots?Are there ways that we could leverage their energy use data? (E.g., building energy management systems spanning multiple locations)Could the availability of this data enable programs to reduce the red tape requirements for pre/post site visits, etc?
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Discussion questions:How did this information land with you? What is most interesting?How have you worked with national account customers? Any interesting experiences?What more would you most like to know? What information would you need to begin expanding your work with national accounts?
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