
SECTION IV

Energy management
Energymanagementhasalwaysbeenoneof theareasof responsibilityof themanager
of any enterpriseor communityin modernsociety. It has seldom, however,been
identified as a subdisciplineof itself, but has rather been one small and complex
component of the larger discipline of financial management.It is important to
emphasizethat in the vast majority of cases,it was botha small componentanda
complexcomponent.It is for this fundamentalreasonthat little or no attention has
beengiven heretoforeto energymanagement.

Considerfirst therelativemagnitudeof energyasa componentof thetotal financial
frameworkinto which it fits, andhow therelativesize of that componentis changing.
The most fundamentalexampleis thefamily unit. Themajor energyexpensesfor the
family unit arehouseholdenergyheating,cooking,appliancesandfuel for thefamily
car.Theratio betweentheaveragehouseholdmortgageandtheenergycostin theearly
I 960sfor theaveragemiddleclasshomeowningfamily wasapproximatelyfive to one.
In the late l970sthis ratio had droppedsignificantly and, in someinstances,energy
costs actually approachedor exceededmortgagepayments.On the commercialand
industrial scene the problem is quite different. Energy to the businessmanhas
historically beena pass-throughcost. The mostdirect exampleof this is the electric
utility bill which containsa "fuel adjustment"which automaticallyfloats throughto
the consumer,or the gas utility bill which similarly passesfuel costs through as
"purchased"gasadjustments.Lessdirectly, sophisticatedcommercialbuilding owners
haveenergypass-throughclausesin their leasesand manufacturersin all industries
including thosewhich are "energyintensive"havehistorically takentheposition that
energywasa costwhich theircompetitorsboreas well as they,soa risingcostof energy
simply raised the price of the "widget." In the caseof the utility, the rapidly rising
"purchased"energypass-throughshavebroughtpublic outcriesfrom thehomeowner,
andin thecaseof the commercialandindustrialfirms, the relativecostof the energy
consumedby their building or their processas apartof the totalspaceor productcost
has risen to a point wheremanagementof energyconsumptionor mismanagement
can seriouslyaffect their position in the competitivemarketplace.

It is thusthat we find all levels of managementfrom the largestindustrialistto the
homemakerstarting to realize that an energy cost is not simply an overheadcost
beyondtheir control. In working with otherwiseskilled businessentrepreneursand
management-levelexecutives,it hasbeenmost surprisingto find how many of them
did notknowhow to interprettheir utility bills. Yet this mayhaverepresented20 to 25
percentof their total annualexpenditures!

Unfortunately,becauseof thevastnessof someof thetopicsin this section,only the
surfaceof the all-important topic of energymanagementhasbeendealt with.
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The first chapterin this sectionexploresthe broadscopeof the needfor energy
managementandthe wide gapbetweenpresentmanagementskills in this areaandthe
skills required.An invaluablemanagementtool, the building automationsystem,is
discussedin the secondchapter.Thebuilding automationsystemis probablytheleast
understoodand misuseddevice to haveenteredthe so-called energyconservation
market.The factis that thereis not a morepowerful managementaid that could have
arrived on the scenemore timely than the digital programmablecomputerwhich
arrived during the past five years,just at the birth of our awarenessof the energy
revolution. Unfortunately,we havenot yet takenthe timeto train our management
people and techniciansin the use of these devices. The top-level managersare
expendingfunds well into six figures for an installation of highly sophisticated
hardwarewith themisguidedunderstandingthatits presenceonthepremiseswill "save
energy."Evenmore unfortunately,the manufacturersof this hardwareare actively
promotingthis misunderstandingto strengthenthemarket.Butjust as mosttimely and
new conceptsin our marketing-orientedsocietytend to be oversoldbeforethey find
theirproperplacein the schemeof things,buildingautomationsystemsareultimately
hereto stay.Thekey to theirsurvival will betheteamsof professionalsand technicians
with the systemsknowledgeto programthe systemsand the attuned management
professionalseducatedto utilize this powerful tool.

The"LaundryList" is a timely chapterintendedto inform thereaderof someof the
quantitativeaspectsof energyusewhichmaybe a goodbit differentthanhemayhave
thought.

The chapteron "EnergyAudits" is probably the most directly usefuldata in this
sectioninsofaras benefittothe engineeringanalystor businessmanageris concerned.
The misuseof the conceptof energyauditshasfound its way throughUnited States
federallegislationand theexecutivebureaucracyalmostto thepointwheretheconcept
has beendestroyed.Hopefully, this is a temporarystateof confusion.The energy
audit,properlyconductedandutilized, is as fundamentala tool to energymanagement
as is a financialaudit to financialmanagement.


