
 

  

Proudfoot Approach to Optimising Energy 
Efficiency 

The imperative 

Crude oil prices are at all time highs and we are bracing for US$100 per barrel in the 
near future1.  Higher prices are due to many factors including the supply - demand 
crunch and instability in oil-producing countries. Another critical factor causing concern 
is signified by a recent US Army Corps of Engineers report predicting world oil 
production is expected to peak and begin declining before 2010, driving prices 
permanently higher2. Across the Atlantic, potentially devastating implications of rising 
energy prices for the UK manufacturing sector are being identified with paper mills 
having reported a near 10-fold daily fuel price increases in the year to March3. In Asia, 
Singapore Minister Mentor Lee Kuan Yew has warned that a spike in oil prices to 
US$100 per barrel highs could ruin Asia’s rosy economic picture resulting in a halt to 
regional economic growth4. 
 
Managers and energy purchasers face real risks of significant and possibly 
unpredictable cost increases for most energy types.  As a result, increased energy 
costs are now having the visibility and budget impact causing alarm among business 
leaders.  Energy is an unavoidable and rising operating cost and is rapidly becoming 
an area of focus.  Ensuring energy efficiency is not only environmentally responsible; it 
is now an essential cost management area for most businesses and industries. 
 
This is in contrast to our recent past where scrutinisation of energy costs was sidelined 
by the combination of low oil prices and more pressing market issues like off shoring, 
downsizing, and regulatory compliance.  
 
The issues 

A range of issues and scenarios confront those interested in improving energy 
efficiency. Managers often find themselves with little time to analyse, evaluate and 
manage energy use. Compounded by skills shortages in many areas such as 
engineering and trades, the impact of energy price rises are not being appropriately 

                                                
1 Lowry-Miller, K, 7 May 2006, Why oil may hit $100 a barrel, Newsweek International, Inc., Published by MSNBC, 
http://www.msnbc.msn.com/id/12667616/site/newsweek/  
2 PRWeb, 25 April 2006, Conference To Discuss Peak Oil, World Oil Production, and Permanently Rising Energy 
Costs, press release, http://www.prweb.com/zingpr.php/U2luZy1Ib3JyLVByb2YtSG9yci1IYWxmLVplcm8= 
3 20 April 2006, We could be looking the wrong way when the lights go out, The Herald, United Kingdom. Published 
by OneSource Information Services, Inc., April 2006.  
4 Chuang Peck Ming, 26 April 2006, New highs in oil prices may ruin Asian economy : M M Lee, The Business 
Times, Singapore. Published by OneSource Information Services, Inc., April 2006. 



 
 
 
 

2   © 2007 Proudfoot Consulting Company  All rights reserved 
 Proudfoot Approach to Energy Saving 

understood and managed. Many say that their “knowledge base” capable of dealing 
with the situation has been lost. 
 
Alternatively, some within the organisation may be well aware of the need for 
improvements in energy efficiency but are cynical. One example related to a 
management directive to “do all we can to reduce energy costs this year”.  The 
supervisor’s response to staff was to “find the old list of energy projects, change the 
date and send it on up”. In other cases, no real attempt has made to develop a low cost 
energy management approach that involves ownership and accountability of all 
including plant employees. 
 
In other areas, the drive for increased production has instilled an assumption that 
bright, noisy plants operating at all hours suggests improved and uninterrupted 
production. The actual results may include higher unit costs compounded by early 
equipment failure and falling profits. 
 
Then again, energy efficiency initiatives may be over simplified leading to actions with 
impacts that are not fully analysed.  Further, management requests for capital funding 
to support energy programs may have been fruitless as part of years of tight 
investment conditions. 
 
The good news is that energy is an area of substantial opportunity for significant 
savings that has not been effectively addressed within most companies. Questions that 
leaders and senior managers should ask include:  

• What percentage of our operating budget is energy? 
• How does the increase in energy price affect our unit cost of production? 
• How can we eliminate waste and become more efficient? 
• How have energy price rises affected profits and forecast profit? 

 
Classic findings 

Significant energy management problems can frequently be identified: 
• No one accountable for energy consumption within the facility 
• Energy key performance indicators not defined, measured or monitored 
• No one reviewing utility bills, load profiles, usage trends or records 
• No energy usage expectations communicated to facility employees 
• Poor consumption practices not identified and not addressed 
• Energy use is no one’s responsibility resulting in “no ownership” 
• Rate structures and billing invoices are not available and not understood 
• Electrical demand (sometimes half the bill) is assumed to not be controllable 
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• Operating procedures do not take energy impact into consideration 
• Poor maintenance or operational practices of major energy consumers 
• Overall energy efficiency is not tied to production levels (unit costs) 
• Excess energy costs (waste) during shut-down, start-up, and peak times, and 
• Excessive lighting levels with poor or no controls. 

 
Results delivered 

Reduction in energy costs of between 5% and 15% have been achieved by client 
companies working with Proudfoot. When a production facility has multimillion dollar 
annual energy costs, these savings can be substantial.  Further, these savings can 
frequently occur without major capital investment.   
  
All plant employees should be involved in energy efficiency.  This is supported by 
valuable behavioural change.  How valuable is energy waste elimination within your 
facilities? 
 
A plant worker once asked “My idea to save energy is so simple.  I know it can save 
$1,000 per year but does that mean anything to a plant that is this big?”  The impact of 
saving $1,000 within a plant that is operating on a five (5%) profit margin is equal to 
selling $20,000 worth of product.  Each worker contributing small low-cost savings can 
result in significant benefit to the bottom line. 
 
Our Approach 

“How can Proudfoot help us control our energy costs?” This is a question we are 
hearing from clients on a more frequent basis.  What approach or effective strategy we 
could implement, or install, that would reduce what we pay for electricity, natural gas, 
coal, water and other resources we need to operate our business? 
 
Proudfoot’s approach is illustrated below: 
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Energy Benefits - Approach 

1. Commitment 

Management commitment is the essential ingredient to any successful effort to reduce 
costs. Top-down leadership with bottom-up (on the production floor) implementation 
drives effective plant energy management. 
 

2. Business Review 

The Business Review is the data gathering step to determine the basic plant 
information regarding energy use.  The elements include review of utility bills, rate 
structures, sources of energy supply and load profiles.   
 
Plant and operational information such as plant lay-out maps, organisational structure, 
facility/production information, business units, area responsibility and site walkthrough 
provide current condition operation information.   
 
This step provides forms the foundation of the how, when, where and what energy is 
used in the plant.  It also provides area, responsibility and production practices. 
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3. Analyse 

The information analysis step develops and summarises “The Story” of how much and 
when is energy use within the plant.   
 
An early list of No Cost, Low Cost and Capital Expenditure energy opportunities are 
typically generated as a result of this step.   This review provides information necessary 
to establish the plant as a “Go – No Go” candidate to pursue energy savings. 
 

4. Survey and Planning 

With information that supports the plant as a candidate for improved energy efficiency 
plant personnel are requested to participate as a leadership team.  Plant personnel 
need to claim ownership and commit to a goal to save energy and operate more 
efficiently.  
 
The team coordinates the development of energy opportunities, develops a strategy, 
plan and work schedule activities.   As a leadership group this team pursues energy 
and operational efficiency that seeks to involve plant personnel in the energy process.    
 

5. Involvement and Implementation 

Energy awareness information such as posters, news articles and an energy handbook 
provide information on the cost of energy waste and encourages conservation 
practices.  
 
A structured approach (Energy Sufficiency Planning” provides everyone the opportunity 
to manage energy use in their own area.  The implementation of best practices, 
standardise proven practices across the company for improved energy efficiency. 
 
Focus Projects are identified that can be submitted for capital expenditures.  These are 
the larger, longer to install projects that make sense, have an acceptable rate of return. 
 

6. Validate benefits 

Weekly, monthly and annual reporting of energy use should become part of leadership 
meetings and communicated to the staff.   When real savings appear, an attitude of 
“What else can we do” evolves.  A list of continual improvement ideas starts to develop.   
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7. Behavioural change 

When energy efficiency becomes a “Way of Life” more people become involved, more 
ideas develop, a reduction in energy waste occurs.  The bottom line is the plant 
becomes more efficient and profitable.  
 
8. Maturity levels of Efficient Cost Management 

To assess and visualise the maturity with which an organisation manages its energy 
costs Proudfoot has developed a maturity model. The model consists of five maturity 
levels, which are called ‘Awareness’, ‘Sporadic’, ‘Defined’, ‘Centrally Managed’ and 
‘Sustained’ (Figure 1). By obtaining answers to a set of questions it is possible to judge 
at which level an organisation is with regard to energy cost management. To reach a 
certain level the organisation must have certain elements in place. Knowing where an 
organisation stands the maturity model helps to identify the improvements that are 
required to proceed to the next level and in parallel to increase the capability of the 
organisation to save energy costs. Based on experience with many organisations 
Proudfoot has estimated the reduction in energy costs that can be achieved when 
progressing from one level to the next (Figure 1). From Figure 1 it can be seen that by 
progressing an organisation from level 1 to level 4 a total reduction of energy costs of 
20-25% is realistic. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 1 Maturity levels and potential reduction in energy costs 

The characteristics of an organisation at each level can be described as follows. 
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Level 1 – Awareness 

Within an organisation at this level there is no energy management in place and energy 
is often used in a wasteful way. However, the people of the organisation are aware of 
the fact that energy is valuable and that energy cost management or energy 
conservation is an issue. 
 
Level 2 – Sporadic 

Individual employees show willingness and carry out sporadic activities to save energy 
and reduce costs. But these activities are done only if convenient and are not repeated 
in a structured way. 
 
Level 3 – Defined 

An organisation at this level has defined processes and procedures to reduce energy 
costs in place. However, due to a lack of accountability these processes are not 
consistently followed and controlled.  
 
Level 4 – Centrally managed 

At this level there is at least one manager that is accountable for the reduction of 
energy costs. The compliance to defined processes and procedures as well as the 
consumption of energy is centrally managed and controlled. 
 
Level 5 – Sustained 

The organisation takes a strategic approach to cost management, i.e. there is a long-
term plan in place that takes into account forecasts of energy consumption and costs. 
Operations and business activities are adapted to reduce energy costs. 
 
Proudfoot Consulting would be interested in discussing your energy efficiency process 
and energy Maturity Level.  We would be happy to provide information relative to our 
process and background in working with clients to eliminate energy waste, capture 
saving opportunities and become more profitable. 
 
For more information on this important offering please contact the people below. 
 
Contact: John Xerri Wesley Andrud 
 Practice Director Director, Energy Efficiency 
 Proudfoot Consulting plc Proudfoot Consulting (Americas) 
 +612-9957-5027 +1-248-890-7281 
 

 


