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UK businesses that believe
energy efficiency can be put
on the back-burner need to

think again. The central
message of this survey is that
the job is far from done.
Compared with last year,
respondents may have
shown a greater awareness
of energy-efficiency
solutions, but among energy
decision-makers (EDMs) that
awareness has declined. In
fact, three in 10 EDMs
explicitly stated there are no
wider benefits to pursuing an
energy-efficiency strategy.
At E.ON, thereis an
appreciation of how
managing energy costs can
have a positive long-term
impact on business - and
don’t forget that one-fifth of
companies surveyed spend
£250,000 or more on energy.
That’s why we work with
EDMs in thousands of
companies to help reduce
costs and improve their
self-sufficiency.
Accountability does not just
mean keeping track of
spending; knowing how
much you could save is just
as important.

THINKING LONG-TERM

British businesses spend a large
amount on energy each year. Research
carried out by The Daily Telegraph and
YouGov reveals that, of the 752
companies surveyed, a fifth spend more
than £250,000 a year on energy, with
the proportion even higher in the
manufacturing (28pc) and hospitality
(25pc) sectors.

Yet all too often the cost of energy
is seen by companies as a fixed cost,
with some failing to take the initiatives
to ensure their businesses are as energy
efficient as they could be - potentially
risking their future economic success
in the process.

Evidence suggests this is particularly
true following the end of the ESOS
(Energy Saving Operation Scheme)
compliance period in 2016. This scheme,
operated by the Environment Agency to
meet the EU Energy Efficiency Directive,

required large companies to carry out
a full assessment of the energy used by
their buildings, industrial processes
and transport in order to identify
cost-effective energy-saving measures.

However, the latest research shows
only 40pc of EDMs (energy decision
makers) are now speaking to their
employees about sustainability issues,
compared with 68pc in the 2016 survey.
Furthermore, decision makers are also
seeing a slight reduction of interest in
energy strategy, with 59pc saying it is
important to the board, compared with
64pcin 2016.

“ESOS is meant to encourage large
businesses to undertake low and no-cost
measures identified by the energy
audits,” says Charmaine Coutinho,
principal analyst at energy research
consultancy, Delta-ee. “However,
our understanding is that there



hasn’t been a lot of uptake of the
recommendations. It has been more
of a tick-box exercise.”

So have companies abandoned
long-term energy strategies in favour of
short-term economic gains? In part, it
would seem so. The Telegraph/YouGov
research shows that the proportion of
businesses planning to generate revenue
from surplus energy fell from 40pc to

HAVE COMPANIES
ABANDONED LONG-TERM
ENERGY STRATEGIES?
I

30pc between 2016 and 2017, while over
the same period companies with plans to
become energy self-sufficient dropped
from 42pc to 23pc.

While the benefits of sustainability
are becoming more universally accepted,
it appears that many still hold the belief
this comes at a cost to their business’
bottom line.

However, there doesn’t need to be a

trade-off between sustainability and
business success, either in the pay-off
companies can get from reducing their
overall carbon footprint and energy use
or hedging against the risk that energy
prices could rise in the future, along
with the company’s costs.

Brand image and identity are also
helping to drive more long-term energy
strategies, particularly in consumer-
facing businesses, with millennials
extremely sensitive to environmental
issues. The business world will soon
catch up and must view sustainability
about securing the long-term future
of their organisation, and not as simply
‘a green agenda’.

For Pedro Faria, technical director of
not-for-profit organisation CDP, which
provides environmental information
including business’ carbon footprints to
investors and analysts, companies need
to wake up to the challenges faced by
climate change.

“They have to be proactive in
transforming their businesses or risk
losing their competitive advantage and
possibly failing altogether,” he says.
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ENERGY
SUSTAINABILITY

20%

of companies spend more than
£250,000 a year on energy

40%

of EDMs talk to employees
about sustainability

59%

of EDMs say that energy

efficiency is important to the boarc

30%

of businesses aim to generate
revenue from surplus energy

23%

of companies plan to be
energy self-sufficient
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Now that the Energy Saving
Opportunity Scheme’s (ESOS) first
compliance period is over, have
businesses lost interest in energy policy?
The answer appears to be, yes.

Only 21pc of managers surveyed by
The Daily Telegraph and YouGov believe
their employees understand their
company’s energy policy, against the
33pc of energy decision makers (EDMs)
who do - a shocking set of figures that
comes only 12 months after
anationwide energy audit.

This was a severe drop on last year’s
results, which showed that 47pc of EDMs
felt their employees understood their
company’s energy strategy.

The perceived lack of understanding
among employees is perhaps explained
by the following results.

All managers - particularly EDMs -
are speaking less to their employees
about sustainability issues. Only 40pc
of the sample said they were doing so,
compared with 68pc the year before.

In addition, 66pc of respondents
admitted they “never speak” to their
employees about sustainability issues.

This is alarming. Not least because to
effectively roll out an energy strategy it
is vital for businesses to communicate
their message with their workforce.

It also suggests that businesses are
not using their ESOS energy audits
for their company’s benefit.

With this in mind, it is unsurprising
to see that overall awareness among
decision makers on energy-efficiency
solutions, including lighting, heating,
ventilation, air conditioning, vehicle
charging and ESOS, has gone down.

Oddly, companies also appear to be
less interested in seeking innovative
ways to not only cut costs but to make
money from energy-efficiency measures.

Indeed, both revenue generation and
self-sufficiency plans declined this year
to 30pc from 40pc, and to 23pc from
42pc respectively.

Does this suggest that more elaborate
energy plans are out of the picture and
businesses have given up?

For car manufacturer Rolls-Royce
this couldn’t be further from the truth.

The company’s group sustainability
manager Rachael Everard said that
Rolls-Royce has “accelerated” its energy

OVERALL ENERGY
AWARENESS WAS LOW
AMONG THOSE POLLED
[

management activities following ESOS.
She also said the company expects to
invest more in energy reduction projects
in 2017 than it did in the baseline
compliance year. Despite this, overall
energy awareness was low among those
polled in the manufacturing sector.

An astonishing 50pc of manufacturing
managers believe their employees have
no understanding of their company’s
energy policy, contrasting sharply with
only 36pc of retail managers.

For Marks & Spencer head of Plan A
& facilities management, Munish Datta,
employee engagement is central to the
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business’ “Plan A” energy strategy.

“We have experienced huge benefits
from engaging our store colleagues in
energy efficiency behavioural campaigns
to ‘Make Energy Matter’,” he said.

Mr Datta added that the company goes
“beyond compliance” when it comes to
energy efficiency, having reduced its
energy use by 39pc per sq ft in the UK
and Republic of Ireland.

This last point is important, for it is
only by going beyond compliance that
businesses can truly cut costs and reduce
their carbon footprint. Government
drives should only be a starting point.
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RETAIL LEADS IN
ENERGY STRATEGY

Times are tough for retailers, especially when they have to
compete against online sellers with low overheads and limited
stockholding. They can expect to see profit margins drop by
3pc to 5pc this year, according to the Retail Profitability
Challenge, as a result of property taxes and rents, a drop in

the value of Sterling and increased staffing costs due to the
minimum wage and apprenticeship levy.

These are all outside the direct control of managers, but one
issue driving this drop in profitability can be
addressed by retailers: energy costs. This may
explain why energy decision makers in retail are
far more likely to have a handle on energy costs
than in other industries.

According to figures from The Daily Telegraph
and YouGov, more than three quarters of
managers in retail (76pc) have at least some
idea as to how their business buys its energy
compared with manufacturing (68pc)
or hospitality (61pc).

As aresult, retailers tend to spend less on
energy, while staying mindful of the impact a
poor cost-cutting decision would have on the

Retail customer experience. For example, they are far
more liberal in their approach to heating and
] cooling in their stores - hot and bothered
customers are, clearly, less likely to buy.
L Energy plays such an important part in the
overall costs of retail that two thirds in that
[— sector (compared with fewer than half
elsewhere) think it should be a board-level issue.
6" (y In fact, 72pc are sufficiently concerned about
0 energy costs to be actively seeking ways to
Hospitality reduce consumption. This could explain why

08%

Manufacturing usage, not least ESOS, the Energy Savings
Opportunity Scheme that was introduced to
] ensure countries comply with the EU Energy

retailers are far more likely to have a manager
whose remit specifically includes energy.

It appears to be reaping rewards as retailers
up their game when it comes to making savings
and reducing use - for example, in becoming
energy self-sufficient via solar panels and
battery storage. By generating their own
energy, they can even create revenue from
selling the excess.

There have been various products and
solutions to help businesses reduce their energy

Efficiency Directive.

The ESOS process goes from assessment to recommending
efficiency savings, with audits carried out by independent
experts from the Carbon Trust.

As that organisation says: “Saving energy is one of the
simplest ways to increase profits. A 20pc cut in energy
costs represents the same bottom line benefit as a 5pc
increase in sales.”

It seems bricks-and-mortar retailers are already on the
case when it comes to controlling these particular costs.

e-on



There appears to have been a marked
decrease in pushing for energy efficiency
among decision makers and managers.
What could have caused such laxity,
given that it is only a year since many
businesses completed their ESOS
energy-efficiency audits?

Could the price of energy and
commercial pressures in general have
affected businesses’ internal energy
policies, preventing them from
implementing more long-term solutions?

The price of energy is a primary
concern for businesses, with almost one
fifth in the Telegraph/YouGov survey
spending more than £250,000 a year on
energy. Business confidence has
decreased perceptibly over the past year,
and a degree of uncertainty will probably
persist for the foreseeable future.

It should perhaps follow that business
attitudes to energy consumption and
efficiency should have become more
focused, but this is largely not the case.

The closure of ESOS has perhaps led
decision makers to the conclusion that

they have done all they need to do to
ensure energy efficiency. In an uncertain
climate, front-end investment in energy
efficiency is less of a priority. Decision
makers are less enthusiastic than they
were about energy-efficient strategies,
with 52 per cent answering positively
this year as opposed to 60pc last year,
and 3lpc negative to 24pc last year.

THE PRICE OF ENERGY IS
MORE OF A THREAT TO
BUSINESS THAN IT WAS
[

Among decision makers, 47pc said
the price of energy is more of a threat
to business than it was in the past -
rising from 38pc last year. The question,
therefore, is not merely a matter of how
energy prices and commercial pressures
should affect business attitudes, but why
they don’t appear to be doing so as much
as one might expect.

In retail, there certainly appears to be a
greater understanding of the importance
of investing in energy efficiency, and in
having managers and workforces fully
aware of the energy policies within
their companies. On almost every
question of energy and sustainability
understanding, from decision-makers
to employees, the retail sector is
significantly more focused than the
manufacturing and hospitality sectors.
Almost two thirds of retail managers
believe that energy is a priority at board
level, compared to fewer than half of
managers across all sectors.

Perhaps the clearest message from this
survey is that energy efficiency and
energy policy is a priority for businesses
only when there are specific targets to
be met, or when commercial pressures
oblige them to look for economies and
efficiencies in their overall running
costs. Across the board, businesses are
aware of the cost of energy, but only in
retail has that translated into a
perceptible and proactive priority.
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ENERGY COSTS

42%

of decision makers say energy
costs are a threat to business

&

of decision makers support
energy-efficient strategies

HOW DO WE SWITCH

BOARDS ON TO ENERGY?

What can be done to make energy
strategy a board-level priority? One
word comes to mind - more. In the light
of the findings in the Telegraph/YouGov
survey on energy attitudes, awareness
and policies across British industry,
since 2016 business energy policy has
slipped down the list of priorities both
in boardrooms and among employees.

Awareness of how companies buy
energy has weakened, and the
proportion of decision makers who
discuss sustainability issues with
employees has dropped from almost
70pc to just 40pc. While the respondent
samples were not identical between the
two years, the drop is remarkable.

This is perhaps due in part to the
closure of the ESOS compliance
obligation period, resulting in the
assumption that energy efficiency is no
longer an issue. But there also appears to
be a conviction among managers across
industry that investment in energy
efficiency will not pay off in their tenure.

Lagging behind the hospitality,
tourism and travel and retail sectors,
manufacturing seems to be the industry
sector least concerned by the issue of
energy. This is surprising, given that
almost three in 10 of manufacturers
spend more than £250,000 a year on
energy, as opposed to the 16pc in retail
that spend the same amount.

Barely a quarter of decision makers
in manufacturing consider the price of
energy to be a threat to their business,
whereas that figure goes up to around
four in 10 in retail and hospitality.

In manufacturing, only 15pc of
employees understand their company’s
energy policy, against 29pc in hospitality

and almost 40pc in retail. In both
manufacturing and hospitality, 45pc

of managers were neutral about whether
their boards consider an energy strategy
as part of an overall business strategy;
42pc didn’t think it was important at all.
However, in retail, more than two thirds
of managers said it was important to
their boards.

While businesses in all sectors said
that energy efficiency is important, along
with compliance with energy legislation,
only retail shows a marked interest in the
value of energy self-sufficiency.

The conclusion is that there is a
degree of complacency over energy

WITH THE END OF ESOS,
DECISION MAKERS TOOK
THEIR EYE OFF THE BALL
|/

policy in manufacturing, and to a slightly
lesser degree in hospitality, but that it is
far less of an issue in the more cutthroat
environment of retail. With the end of
ESOS, it seems, many decision makers
took their eye off the ball regarding the
benefits of energy efficiency.

It is probable that the commercial
pressures that concentrate minds in
retail will come to bear on hospitality
and manufacturing. When that happens,
the importance of having a proper focus
on energy policy at board level, and an
awareness of energy efficiency and
sustainability throughout workforces,
will most likely happen. Until then, retail
leads the way, hospitality follows and
manufacturing lags well behind both.
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