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Reprinted	from	May	2016	issue	of	EEnergy	Informer	with	minor	editing	&	updating	
	
What’s	New?	Energy	As	A	Service 
In	today’s	complex	energy	landscape,	back	to	basics	may	just	work	

	
lectricity demand has stopped growing (box below), utility revenues from sales to 
customers are flat or falling, and customers are increasingly investing in energy 
efficiency and distributed self-generation further eroding traditional utility revenues. So 
what are incumbent utilities doing to survive a seemingly bleak future?  

 
The answer, of course, depends on where you are and whom you ask. Some utilities have 
belatedly come to the realization that they need to reinvent themselves not only to survive but in 
fact to thrive in what may seem like a bleak and challenging business environment. 
 
What	do	you	mean?	US	electricity	demand	is	not	growing?	
	
In	March	2016,	the	Energy	Information	Administration	(EIA)	reported	that	total	US	electricity	sales	in	
2015	fell	1.1%	from	the	previous	year,	marking	the	5th	time	in	the	past	8	years	that	electricity	sales	have	
fallen.	While	the	decline	in	sales	is	not	alarming,	the	sheer	fact	that	is	not	consistently	growing	as	it	used	
to,	is	a	major	source	of	concern	for	regulated	utilities	and	their	investors.	
	
The	flattening	of	
total	electricity	sales	
reflects	declining	
sales	in	the	
industrial	sector	
and	little	or	no	
growth	in	
residential	and	
commercial	sectors,	
despite	growth	in	
the	number	of	
households	and	
growth	in	
commercial	building	
space.		
	
In	explaining	the	trends,	EIA	attributed	the	declining	rates	of	electricity	demand	growth	to	the	usual	
suspects:	market	saturation,	increasing	efficiency	of	electricity-using	devices,	a	slowing	rate	of	economic	
growth,	and	the	changing	composition	of	the	US	economy	including	the	virtual	disappearance	of	
electricity-intensive	manufacturing	and	heavy	industry.	¢			
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Source:	U.S.	Energy	Information	Administration,	Electric	Power	Monthly	
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The key ingredients of success in this challenging environment are to 
 

• Recognize that the success of any business depends on the success of its core 
customers; and 

• Success in the rapidly evolving energy business requires dedicated focus to meet the 
customers’ basic energy service needs effectively, efficiently, and increasingly in 
sustainable ways. 

 
It is that simple. And in late March 2019, Edison International, the parent of Southern 
California Edison Company (SCE), announced that it was launching a new business unit called 
Edison Energy focused on the notion of delivering energy as a service – rather than selling 
energy as a commodity. 

 
According to 
Ted Craver, 
CEO of Edison 
International,  
 
“… gone are 
the days of 
simply taking 
power and 
paying the 
going rate. 
Distributed 
generation and 
distributed 
storage have 
taken on central 
roles in 
corporate 
energy 
management—
especially as a 

means of reducing energy costs—but that means a new array of challenges that non-
energy firms aren’t well positioned to meet.” 

 
Edison Energy is trying to reinvent the energy business by identifying and exploiting 
opportunities to lower energy costs, reduce complexity of energy management, and meet the 
basic needs of large commercial and industrial (C&I) customers. As a non-regulated entity, the 
new enterprise is free to serve clients where ever it can find them, and not just within the parent’s 
service area in Southern California. Nor is it limited in the range of products or services it can 
offer. 
 
“Large energy users increasingly need a strategic partner to help them navigate through the 
diverse energy marketplace,” Craver said, something Edison Energy aims to fill. 
 
To illustrate the challenges facing customers in today’s complex business environment, Edison 
Energy released the results of a survey of some 500 large C&I customers, 24% of whom said they 
did not have a clear idea how much energy the company consumed and why. 
 

Do	you	have	any	idea	where	all	that	energy	goes?	

 
Source:	U.S.	Energy	Information	Administration,	Electric	Power	Monthly	
 



Commenting on 
this finding, Allan 
Schurr, president 
of Edison Energy 
said, “It’s hard for 
corporate energy 
managers to even 
know how well 
they’re doing.” 
Another salient 
part of the survey 
found that 41% of 
the companies 
cited the lack of a 
reliable or 
trustworthy partner 
as a major barrier 
in making 
necessary energy 
investments – be it 
in energy 
efficiency, 
renewable energy, 
self-generation, 
improved energy 
management or sustainability schemes. 
 
While most energy intensive industrial customers may have savvy energy managers who eke high 
productivity and efficiency out of every unit of energy consumed, most medium to large C&I 
customers probably operate far from the optimal point in terms of energy input to product output 
efficiency. They tend to be mostly focused on the complexities of meeting their own customers’ 
exacting and constantly changing needs. This leaves little time or resources to focus on the energy 
component of the business.  
 
The problem is magnified by large corporations operating facilities in multiple locations in 
different parts of the country, or the world, facing different tariffs, regulations, safety, 
environmental and labor compliance regulations. Often times, there is no spare budget for energy-
related investments, training or operational improvements.  
 
How big is the scale of business? US C&I customers are estimated to spend some $260 Billion 
annually on electricity and natural gas alone, excluding oil, gasoline, coal and other fuels. And it 
is estimated that much of the money spent on energy is not efficiently utilized – a polite way of 
saying it is wasted. It is hard to know how much is wasted but some studies suggest that as much 
as a third may be inefficiently used. Even if a fraction of that can be saved, it would be a 
staggering amount. 
 
What is the potential scale of energy efficiency savings across the US economy? Studies by 
Lawrence Berkeley National Laboratory and others put the figure at $71-133 billion depending 
on how you do the numbers. Revenues of US energy service companies (ESCOs), around $6 
billion in 2013, is projected to reach $11-15 billion by 2020 – suggesting that the growth potential 
is substantial.   

US	electricity	end	us,	TWhrs	(below	left)	

 
http://www.eia.gov/totalenergy/data/monthly/pdf/mer.pdf	
 



Would Edison 
Energy’s new 
venture succeed? 
Hordes of ESCOs 
have tried in the 
past – some 
succeeding on small 
scale and in niche 
areas such as 
building energy 
retrofits, lighting 
overhauls, boilers, 
combined heat and 
power (CHP) and 
similar areas. 
Others have focused 

on individual businesses, hospitals, shopping centers, office buildings, which explains why the 
US ESCO industry is so heavily fragmented. 
 
Moreover, Edison Energy is not the first in this space, but the company's experience and 
significant resources could make it a national player. 
 
 
As noted by 
GTM's Mulherkar, the 
company’s “ …effort to 
become the advisor for a 
large C&I energy user at 
every step of the value 
chain …(including)  
procurement, consulting, 
design, build, financing, 
or owning and operating 
…” could make a 
difference compared to 
the limited success of 
ESCOs of the past.   
 
What Edison Energy is attempting to pull off is a tall order. But C&I customers are increasingly 
looking for efficient solutions that meets their basic energy service needs and for a trusted partner 
who understands today’s complex and changing energy landscape. The idea of energy as a 
service sounds ripe for the time. n 

 
Source:	U.S.	Energy	Information	Administration,	Annual	Energy	Outlook	2012.	

 
Source:	U.S.	Energy	Information	Administration,	Annual	Energy	Outlook	2012.	


