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Abstract The growth of energy service company
(ESCO) markets in the private sector is restricted
by a fragmented and highly uncertain market and
by customers who are often unknowledgeable and
unwilling. This study explores the potential role of
utility companies as intermediaries in connecting
supply-side ESCOs with potential demand-side cus-
tomers in a manner that ensures customer satisfac-
tion. The paper adopts a customer-centric, service-
dominant logic perspective to examine how a utility
company facilitates value co-creation in an in-depth
case study of an extensive retrofit programme in the
Emirate of Sharjah, United Arab Emirates. The find-
ings underline several value co-creation roles associ-
ated with the utility company intermediary, notably
relationship-enabling, communication-enabling and
knowledge-enabling roles. We conclude with recom-
mendations on how utility companies can facilitate
the co-creation of value at the ESCO—customer inter-
face and, hence, support the development of ESCO
markets towards decarbonising the built environment.
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Introduction

The business model of energy service companies
(ESCOs) has been recognised as a promising delivery
mechanism for energy efficiency (Bertoldi & Boza-
Kiss, 2017; Bertoldi et al., 2006; Fang et al., 2012;
Marino et al., 2010; Vine, 2005). However, despite its
potential, the ESCO market is growing at a slow pace,
particularly for private-sector customers (Okay, 2020;
Recalde, 2021; Yeh et al., 2021). One mechanism
that is receiving increasing attention from academia
and policymakers for promoting the development of
ESCO markets is the role of intermediary organisa-
tions (Bleyl et al., 2013; Nolden et al., 2016). Inter-
mediation is defined as ‘activities by third parties that
help buyers and sellers meet and transact’ (Nolden
et al., 2016, p.422). Studies of intermediation in the
ESCO markets by Bleyl et al. (2013) have found
that intermediaries contribute positively by support-
ing project development, encouraging competition
between ESCOs and bridging the cultural chasms
between customers and ESCOs. Facilitators were
also found to lower the transaction costs of energy
efficiency services (Nolden et al., 2016). Despite
their potential as an enabling mechanism for energy
efficiency, studies of intermediaries’ roles in support-
ing ESCO markets in the private sector are scarce,
with relatively little attention given to commercial
and industrial customers by researchers. In addition,
existing facilitation literature has studied these roles
as performed by independent consultants, energy
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efficiency advisories, energy audit companies and
legal advisors (Bleyl et al., 2013). No studies have
examined the intermediary role of a public-sector
utility company. Indeed, while several studies have
examined the energy efficiency programmes of utility
companies (e.g. Barbose et al., 2013; Eto et al., 1996;
Friedrich et al., 2009; Yushchenko & Patel, 2017), the
role of such organisations as intermediaries in ESCO
market development has not been studied to date.
Addressing calls for greater understanding of
the role of utility-sector intermediaries in promot-
ing ESCO markets to private-sector customers (e.g.
Nolden et al., 2016), this study explores how a pub-
lic-sector utility company can encourage an ESCO’s
energy service by acting as an intermediary (i.e.
‘matchmaker’ or ‘go-between’; see Murto et al.,
2019; de Wilde & Spaargaren, 2019) between the
supply-side ESCOs and the demand-side potential
private-sector customers. Conceptually, the energy
service is examined from a customer-centric, service-
dominant logic (SDL) perspective (Ballantyne &
Varey, 2006; Vargo and Lusch, 2008). This perspec-
tive is warranted because a significant proportion of
ESCOs operate in (mostly) non-regulated environ-
ments, and their market development is ultimately
determined by their (potential) customers’ decisions
to procure or not to procure the ESCO service (Bleyl
et al., 2013). Fundamental to this perspective is the
concept of value. Value is the basis of all service
exchanges, as interacting parties often commence
an exchange in anticipation of a positive outcome
(Hogan, 2001; Holbrook, 1994; Ulaga & Eggert,
2006). Value is usually defined as a trade-off between
costs (what is given) and benefits (what is received)
in a service exchange. The higher the net expected
value, the more likely it is that the exchange will take
place and be sustained. Value is subjective, relative
(i.e. assessed against competitors) and phenomeno-
logically determined by the beneficiary. Therefore,
there could be multiple perceptions of value for the
same product or service according to the differences
among customers’ perceptions (Perkins, 1993). In this
study, the value of an ESCO’s energy service is con-
ceptualised as transcending basic value-in-exchange
by including value-in-use. The former concept refers
to the value embedded in the energy efficiency prod-
ucts and services delivered by the ESCO and repre-
sented by price. In contrast, the latter consists of the
phenomenologically determined value that accrues in
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a specific context through the integration and applica-
tion of resources to achieve the customer’s objectives
by the ESCO and other actors (e.g. intermediaries)
(Vargo & Lusch, 2012). Accordingly, value in ESCO
energy service settings is not produced by a single
firm alone but co-created with the customer and other
business actors during the retrofit service experience
(Gronroos, 2008). To understand the intermediator
role, this paper assumes a ‘triadic’ perspective that
involves the following three actors (we use the acro-
nyms in parentheses to present the actors throughout
the paper) (see Fig. 1).

(1) Energy service company (ESCO): a retrofit ser-
vice provider delivering an Energy Performance
Contract (EPC) and associated work.

(2) Utility company (UCO): Sharjah Electricity
& Water Authority (SEWA), a public-sector
utility organisation that acts as an intermedi-
ary between the ESCO and the customer. The
UCO’s primary industrial function is to supply
electricity, water and gas to the area under study.

(3) End-customer: an industrial or commercial building
owner.

A greater understanding of value and the role of
the UCO intermediary in value co-creation processes
in energy service settings is necessary to success-
fully support the development of the ESCO market.
The triadic perspective contributes significant insight
to our understanding of the relational dynamics and
dependencies in ESCO project business relationships
(Cova & Salle, 2008; Ford & Héakansson, 2013; Nitti

UCO= Utility company
ESCO= Energy service company

<——» Influence
=) Business relationship

Fig. 1 The triadic relationships under investigation
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et al., 2014; Svensson, 2002). The main questions that
underpin our study are.

Question 1: What roles does the UCO intermediary
actor play in the triad?

Question 2: What activities does the UCO interme-
diary actor perform that are associated with these
different roles?

An exploratory theory-building approach is
adopted to answer the study’s questions (Eisenhardt,
1989). A qualitative, in-depth single case study of a
significant retrofit programme in the Emirate of Shar-
jah in the United Arab Emirates (UAE) offered rich
insights into and detailed descriptions of the complex
interactions and value co-creation activities exam-
ined. The approach of the UCO studied was unique
in that it sought to promote energy efficiency through
incentivisation rather than regulation in the Emir-
ate studied. There is no regulatory requirement to
increase energy efficiency in Sharjah, and custom-
ers are encouraged, but not forced, to pursue energy
efficiency.

By answering the study’s questions, the study
findings make several noteworthy contributions to
knowledge as follows:

e First, the value co-creation activities in intermedi-
ated building retrofit services have not been con-
ducted systematically to date, especially in the
context of a non-regulated environment.

e Secondly, studies of UCO-led approaches to the
development of ESCO markets are absent in the
literature. Hence, the current study contributes
novel insights by documenting a case study of a
UCO-led facilitator role for ESCO market devel-
opment and demonstrates the contribution to value
co-creation in that market. The emergent UCO
intermediation model (Fig. 3) provides guidance
for intermediary roles and activities as well as
support the development of policy recommenda-
tions.

o Thirdly, studies on ESCO markets mostly focus
on customers in the public sector (e.g. Limaye &
Limaye, 2011; Nolden et al., 2016), while studies
of private-sector customers are limited.

e Finally, studies of ESCO markets have been con-
ducted worldwide, including in the UK (e.g.

Nolden et al.,, 2016), Europe (e.g. Bertoldi &
Boza-Kiss, 2017; Bertoldi et al., 2021; Bleyl et al.,
2013; Patari et al., 2016), Russia (e.g. Garbuzova-
Schlifter & Madlener, 2013) and Japan (e.g. Iimi,
2013). However, there is a lack of research on the
ESCO market in developing countries, especially
in the Middle East.

The argument proceeds as follows. The ‘Con-
ceptual underpinnings’ section presents a literature
review on SDL, value co-creation, and value co-cre-
ation activities, while the ‘Methodology’ section pro-
vides information on the case study research design
and discusses data collection and analysis issues. In
the ‘Findings’ section, the results of the analysis are
reported. The ‘Discussion’ section summarises our
findings and discusses emergent insights in relation to
existing literature. A final section concludes the paper
by outlining conceptual and managerial implications
and offering directions for future research.

Conceptual underpinnings
Energy service companies

The built environment has a considerable impact on
the sustainability of global resources. Buildings con-
sume a substantial amount of energy, amounting to
a third of the world’s energy consumption, and are
responsible for approximately 39% of global green-
house gas emissions (United Nations, 2017). One of
the most significant current discussions concerns the
contribution of retrofitting to the energy efficiency of
buildings (Liu et al., 2018; Alam et al., 2019; Moran
et al., 2020). Indeed, the retrofit of existing buildings
is seen as the ‘low hanging fruit’ (Kneifel, 2010) in
current efforts to reduce global energy consumption.
Building energy retrofitting contributes to sustain-
able development and offers considerable benefits,
such as the reduction of the building’s life-cycle costs
(Jafari & Valentin, 2017), improvement to the quality
of its indoor environment, decrease in the building’s
carbon emissions, renewal and upgrade of the build-
ing’s technologies and systems (Bull et al., 2014),
and creation of substantial job opportunities (Krarti,
2015). According to the International Energy Agency
(2019), to achieve a 30-50% increase in energy
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efficiency improvement by 2050, the rate at which
the world’s existing building stock is being retrofitted
will need to be doubled (IEA, 2019b).

Over the last 20 years, ESCOs have been recog-
nised as promising vehicles for energy efficiency
through the retrofitting of the existing building stock
in both the public and private sectors (Bleyl et al.,
2013; Fang et al., 2012; Nolden et al., 2016). With
its origin in the USA, the ESCO business model has
spread at different rates of development in North
America, Europe and Asia. Such companies offer
a wide range of energy services, such as energy
audit and evaluation, energy management and pro-
ject design, financing (or finance arrangement) and
project implementation (Bertoldi et al. 2006; Fang
et al. 2012). As part of the ESCO service, several ret-
rofitting measures can be implemented to improve a
building’s energy efficiency performance. These may
include controlling and monitoring the mechanical
systems, upgrading or replacing existing systems with
more energy-efficient alternatives and insulating the
building envelope. Renewable energy technologies
could also be implemented, including solar photovol-
taics, biomass and geothermal power systems (Jafari
& Valentin, 2017). A combination of these measures
is often selected to develop a retrofit strategy that bal-
ances the capital investment necessary to implement
the retrofitting measures with the expected benefits
from the energy retrofit (Jafari & Valentin, 2017; Ma
et al., 2012). The ESCOs primarily operate under the
EPC arrangement. The EPC is a complex and long-
term service contract that transfers risks from the cli-
ent to the ESCO, with the latter responsible for oper-
ating and maintaining the newly installed systems
for a period ranging from 5 to 30 years (Iimi, 2013;
Sorrell, 2007). The ESCO model is unique in that
the ESCO typically assumes the project performance
risk, with remuneration linked to energy savings
achieved (Bertoldi et al. 2006; Garbuzova-Schlifter
and Madlener 2013). The EPC is seen to secure the
alignment of objectives among contracting parties,
as contractors are incentivised to optimise outputs
(i.e. energy savings) whilst achieving a cost-effective
energy-efficient solution to customers. The ESCOs
are espoused to support the attainment of overall
national and international sustainable development
goals (Taylor et al., 2008; Patdri et al., 2016; Fang
et al. 2012; Garbuzova-Schlifter and Madlener 2013;
Nolden et al., 2016; Pombo et al., 2019).
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Despite the ESCO business model’s potential as a
workable approach for the decarbonisation of the built
environment, the ESCO market is growing at a slow
pace across the world in both the public and private
sectors (Okay, 2020; Recalde, 2021; Yeh et al., 2021).
As reported by the Energy Efficiency Market Reports,
global energy efficiency investment across the build-
ings, transport and industry sectors grew marginally
by only 0.6% between 2017 and 2018 (IEA, 2019a)
and is projected to fall by 9% in 2020 due to, among
other factors, the COVID-19 pandemic crisis (IEA,
2020). The ESCO market is often characterised by
high uncertainty, fragmentation, lack of integration
and complex calculability (Murto et al., 2019; Owen
et al., 2014). Fundamental to the growth of the market
are national climate change policies and incentivisa-
tion schemes, such as those in some European coun-
tries (Bertoldi & Boza-Kiss, 2017; Bertoldi et al.,
2006; Marino et al., 2010; Vine, 2005) and China,
the world’s largest ESCO market (Zhou et al., 2020;
Zhu, 2020). However, there are significant obstacles
damping the growth of the energy service market for
private-sector customers. These barriers include mis-
alignment of objectives among tenants and landlords
(Nolden et al., 2016), limited customer knowledge
and awareness (Pitéri et al., 2016), high transaction
costs (Pitiri et al., 2016), competing investment pri-
orities, limited financing options and lack of trust
in ESCOs (Limaye & Limaye, 2011; Vine, 2005;
Marino et al., 2010; Larsen et al., 2012; Pitéri et al.,
2016). Indeed, the commercial and industrial sectors
are lagging behind other sectors (e.g. accounting for
only 15% of the US market; see Nolden et al., 2016).
This underlines a need for further scholarly attention
to the conditions that may stimulate ESCO market
growth for private-sector customers—a gap that we
attempt to address in this study.

Service-dominant logic and value co-creation

An increasing number of scholars are adopting SDL
as a conceptual lens for understanding service rela-
tionships (Barrett et al., 2015). In contrast to the
traditional conceptualisation of services (plural)
as a unit of output (i.e. an intangible product), SDL
defines service (singular) as a process of using one’s
resources (e.g. knowledge and skills) for the ben-
efit of someone (self or other). Service provision
within this context is conceptualised as a process



Energy Efficiency (2021) 14: 56

Page 5 of 22 56

whereby multiple social and economic actors engage
in resource integration for mutual value co-crea-
tion (Wieland et al., 2012; Vargo and Lusch, 2008;
Vargo & Lusch, 2008). Essentially, the initiation of
interactions among service actors is brought about
by a value proposition being offered by a particular
network actor. In Vargo et al.’s (2015) view, ’value
propositions are always the co-created outcomes of
systemic human action’ (p. 7). This value proposition
is subsequently either accepted or rejected by another
network actor.! If a value proposition is accepted, a
service exchange will occur, and, ultimately, these
value processes will result in value being co-created
and, at times, being co-destroyed (Laud et al., 2019).

Prior research on conceptualising value co-creation
activities have mostly focussed on the dyadic rela-
tionships between customers and service providers
(Ballantyne & Varey, 2006; Lambert & Enz, 2012).
Assuming a dyadic view of business-to-business rela-
tionships, Lambert and Enz (2012) contended that
value co-creation occurs through interactions in three
key iterative and interconnected stages: 1) joint craft-
ing of value propositions, 2) value actualisation and
3) value determination. Ballantyne and Varey (2006),
on the other hand, emphasised three exchange ena-
blers that facilitate the co-creation of value: relating,
communicating and knowing. Relating is concerned
with the relationship development that forms the
supporting structures for actors to create and apply
knowledge resources; communicating refers to actors
interacting to develop these relationships; and know-
ing is concerned with the mutual learning and knowl-
edge renewal required to improve the value delivered
to the customer.

Few studies have adopted a triadic approach
towards value co-creation. In a triad, one actor could
be playing an intermediary role between the other two
actors (Ritter, 2000), building relationships through
information gatekeeping, bridging, the promotion
of service and the negotiation of contracts (Li &
Choi, 2009). Among the handful of studies that take
a triadic approach to service relationships is Natti
et al.’s (2014) work on the role of the intermediary
in the triadic property maintenance service business,

! This account, however, is a simplistic dyadic view, given that
value propositions could be presented by one actor to many,
many to one or many to many.

which involves a property manager, a housing asso-
ciation and a property service company. Nitti et al.
(2014) identified four key value co-creation activities,
including elucidating (i.e. matching value proposi-
tions), accelerating service processes, word-of-mouth
marketing and conciliating in service recovery. While
dyadic approaches are abundant in the marketing
research domain (e.g. Barnes et al., 2007; Leek &
Mason, 2009; Tanskanen & Aminoff, 2015; Aarikka-
Stenroos & Jaakkola, 2012; Sampson & Spring,
2012), few studies have taken a triadic approach to
explore value co-creation in business service settings
(e.g. Chowdhury et al., 2016; Havila et al., 2004; Li
& Choi, 2009; Natti et al., 2014; Vedel, 2010). Our
study aims to contribute to the paucity of triadic per-
spectives in value co-creation by investigating the
ESCO-UCO-Customer triad. This approach not only
allows a rich insight into the dynamics of value co-
creation in building energy service but also identifies
the role and activities of each actor involved and elu-
cidates the relational structure that underpins value
co-creation.

Methodology
Contextual background

In the UAE, buildings’ energy consumption amounts
to a staggering 90% of the country’s total electricity
consumption. A significant proportion of this energy
is used in buildings’ air conditioning due to the
country’s arid climate (Dubey & Krarti, 2017). The
UAE’s energy consumption has nearly doubled over
the last decade. The retrofit of the UAE’s existing
building stock could reduce its total energy consump-
tion by almost 50% (Dubey & Krarti, 2017). In an
energy simulation study by Dubey and Krarti (2017),
it was estimated that the deployment of a large-scale
deep energy retrofit programme would achieve sav-
ings of 47,200 GWh/year in electricity consumption,
together with an 8,802 MW decrease in peak power
demand. A 28.5 million tonnes/year reduction in
carbon emission could also be achieved (Dubey &
Krarti, 2017). The study also underlined the cost-
effectiveness of retrofitting buildings, with payback
periods of only 2.3 years for a deep retrofit of the
entire UAE building stock (Dubey & Krarti, 2017).
Given the fertile environment, there is considerable
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potential for ESCOs to grow as a delivery mecha-
nism for energy efficiency. However, a study by the
Clean Energy Business Council (2019) identified
customers’ unwillingness as the biggest stumbling
block for the growth of the UAE’s ESCO market,
coupled with contractual complexity and the lack of
project funding. The report also established that the
market is relatively young, with approximately 25
ESCOs operating in the UAE; 57% of these are less
than five years old (Clean Energy Business Council,
2019). Hence, to stimulate the energy service mar-
ket, there is an urgent need for policymakers to foster
interactions between potential customers of energy
retrofit services and service providers and to sup-
port greater collaboration between public and private
actors in the energy sector (Murto et al., 2019).

The case study approach

This study adopted a constructivist ontology, which
views reality as constructed through the actors’
actions and perceptions of the phenomenon under
investigation (Zikmund, 2000). Value co-creation in
energy service settings is a context-specific social
process. Therefore, it is highly influenced by the
perceptions of actors in a project and the unique
characteristics of the retrofit service. This study was
also epistemologically interpretive in that it consid-
ered value co-creation to have multiple subjective
meanings for the actors involved. The researchers
engaged in ‘sensemaking’, by interpreting the mean-
ings behind the study participants’ accounts of their
energy service experiences and their views of the
triadic relationships and their dynamics (Bryman
& Burgess, 1994). An exploratory, qualitative case
study approach was considered the best suited for
this research, because the issues involved in value
co-creation are undefined, complex, interconnected
and difficult to measure quantitatively (Eisenhardt
& Graebner, 2007). The case study research strat-
egy enabled the examination of the real-life experi-
ence of building energy service and enabled a full
description of the concepts of value and value co-
creation as observed in the studied environment
(Flyvbjerg, 2006; Yin, 2003).

In this research, case selection was purposive,
and a single unique case of a significant retrofit pro-
gramme in the Emirate of Sharjah, UAE, was chosen.
The retrofit programme was a reasonably bounded,
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isolated and temporally defined entity that could be
considered as a case for analysis (Yin, 2003). In 2017,
SEWA introduced an Energy Efficiency Programme
in line with a governmental aspiration for Sharjah
to become the UAE’s ‘City of Conservation’ and a
commitment to a 30% reduction in energy and water
consumption by 2030. As part of the Energy Effi-
ciency Programme, the SEWA launched the retrofit
programme in 2018, with the target market being the
highest energy consumers in the city, “The Top 100’.
This category includes industrial (41%), government
(33%) and commercial (26%) buildings. The SEWA
started the ESCO registration and qualification pro-
cess at the end of 2017, with approved ESCOs capa-
ble of completing projects across Sharjah. Following
registration, the SEWA assumes the role of interme-
diary, facilitating the ESCO’s relationship with cus-
tomers through a series of enabling activities. The
SEWA exclusively plays this intermediary role, and
no other industry associations perform a similar func-
tion within Sharjah. At the time of data collection
(June—October 2020), 10 ESCOs had joined the pro-
gramme, and 27 retrofit projects were progressing in
parallel across Sharjah, including industrial, commer-
cial and governmental buildings. A variety of energy
efficiency technologies were implemented through
ESCO projects, including the optimisation of heating,
ventilation, air conditioning (HVAC) system-chiller
plants, fresh-air handling unit (FAHU/AHU) controls,
hot water system replacements and lighting replace-
ments. Figure 2 provides further details concerning
the ESCO project development process facilitated by
the UCO.

Data collection

The study’s focus was on the interactions between
three types of organisation involved in the retrofit pro-
gramme to deliver a long-term EPC contract, includ-
ing the ESCO, the customer and the UCO. Figure 1
illustrates the triadic relationships studied. Data col-
lection involved 15 semi-structured interviews with
representatives from the UCO (three interviewees),
the ESCOs (six interviewees from four different
ESCOs) and the customers (three interviews with
an industrial customer and three with a commercial
customer). The criteria for selecting the respondents
were as follows: 1) the respondent had a direct and
active role in the energy retrofit project; and 2) the
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#UCO first meets with high-electricity-
consuming clients to explain the need to
reduce energy consumption and
convince the customer of the value of
the retrofit.

#UCO conducts a study to identify the
most energy-consuming properties in its
service area.

#UCO conducts a series of follow-up
meetings with the customer’s estates
and top management teams to
articulate the customer needs and
requirements.

companies (ESCOs).

#UCO recommends the ESCO that best
fits the customer needs and
requirements. UCO may also
recommend specific suppliers and
technology providers to the ESCO.

#UCO qualifies the ESCOs with approved
ESCOs capable of completing projects
across the city of Sharjah.

eThe ESCO conducts a walk-through
audit to understand the building’s
layout, the mechanical and electrical
equipment installed and the energy bill’s
characteristics. UCO representatives are
involved in these site inspections.

eThe ESCO produces a report with
budgetary figures outlining the

bill).

eOnce the customer has approved the
report, a project development

agreement is signed, and the second

stage, an investment-grade audit (IGA),

commences. The second stage involves a

detailed investigation across the facility
and its systems and a life-cycle cost

evaluation.

#UCO reviews the report and assists the
ESCO in refining their proposal
documents to align more closely with
the customer requirement and ensure
that ESCOs make the best offer.

#The ESCO produces an IGA report that
breaks down the facility’s different
elements and its energy consumption in
terms of lighting, air conditioning and
other power uses. Several solutions are
proposed based on life-cycle cost
evaluations, which, if implemented, will
result in a certain amount of savings.

eDepending on the customer’s

value for money.

eAfter the contract signing, the
installation phase commences on-site
with the implementation of the energy-
saving measures and often lasts for
almost a year. During the installation
phase, depending on the customer’s
preference, the UCO also checks and
approves the ESCO’s work.

olf the customer is satisfied with the
proposed energy efficiency solutions, an
Energy Performance Contract (EPC) is
signed. If the customer decides not to
proceed, the customer will cover the
costs incurred by the ESCO in preparing
the IGA.

eOnce implementation is complete, the
operation and maintenance and the
monitoring and verification phases of
the project commence. Over this period,
the ESCO is responsible for operating
and maintaining the assets installed
during the implementation phase and
the measurement, verification and

reporting of savings every quarter.

(e.g., energy and cost savings).

Note: UCO offers mediation and facilitation services free of charge throughout the project.

Fig. 2 The utility company (UCO)-mediated project development process

respondent was identified and endorsed by at least
one other project participant as playing an essential
role in the project development process. Table 1 lists
the study’s participants.

A standard interview protocol was developed to
support the reliability of the study’s findings (Yin,
2003). The interview questions delved into the inter-
viewees’ company background, involvement in the
retrofit programme and relationship with the other
project actors, viewed in the context of the triadic
relationship dynamics. Appendix Table 5 provides
further details concerning the interview protocol.
Data collection was conducted over five months
between June 2020 and October 2020. Eliciting par-
ticipants for the study continued throughout this
period until no new insights emerged as interview
evidence accumulated, signalling theoretical satura-
tion (Beverland & Lindgreen, 2010; Eisenhardt &
Graebner, 2007). Actual information redundancy
took place before the 14th interview. Hence, it was
decided that data collection would conclude by the

Table 1 Study participants

No Yearsof = Company Position
experience
1 21 ESCO1  Business Manager
2 16 ESCO1  Project Manager
317 ESCO2  Sales & Operations Manager
4 12 ESCO3  General Manager
5 6 ESCO3  Marketing Manager
6 13 ESCO4  General Manager
7 4 uco Project Manager
8§ 3 UCco Engineer
9 4 UCco Chief Efficienology Officer
10 7 CUS1 General Manager (industrial)
11 4 CUS1 Maintenance Engineer (industrial)
12 11 CUS1 Operations Manager (industrial)
13 16 CUS2 Business Owner (commercial)
14 5 CUS2 Business Owner (commercial
15 23 CUS2 Operations Manager (commercial)
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#UCO approaches the energy service

investment required and the expected
savings (e.g., a 30% saving on the energy

preference, UCO negotiates with the
ESCO to secure the customer’s best

#UCO captures the lessons learnt from
the projects in a knowledge repository
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15th interview. While the UCO-ESCO-Customer
triad was the study’s focus, participants were also
prompted to reflect on how the focal actors interacted
and were influenced by other actors, allowing insights
into the wider service network. Interviews took
between 60 and 90 min to conduct. All interviews
were conducted in the English language, recorded and
later transcribed verbatim. The data collection also
included reviewing case-related documentation such
as walk-through audit (WTA) and investment-grade
audit (IGA) reports, the UCO’s retrofit strategy and
sustainability initiatives reports. This use of multiple
sources aided in illustrating the diversity and richness
of the social environment observed (Neumann, 2000).
At the time of data collection, most of the ESCO
projects were at the implementation or early moni-
toring and evaluation stage. Hence, quantifiable data
on retrofit programme results and outcomes were not
available to be reported in this paper. Moreover, the
UCO was not involved across all retrofit projects in
Sharjah, as several ESCO projects were initiated by
the customers themselves by directly approaching
the qualified ESCO or by the ESCO’s contacting the
customers to present their services following qualifi-
cation and registration. These projects lacking UCO
involvement were not included in the study.

Data analysis

The thematic data analysis of the textual interview
data began early from the first interviews and con-
tinued throughout the data-collection period, facili-
tating overlapping data collection and analysis. This
approach enabled timely analyses and allowed minor
adjustments to be made to the data-collection instru-
ment. It also allowed the researchers the time to be
more reflective and immersed in the data, enabling
them to spot patterns in the interviewees’ responses
as the interviews unfolded. The analysis was con-
ducted in several steps, including exploration, coding,
theme development, reflection and synthesis (Glaser
& Strauss, 1967; Leech & Onwuegbuzie, 2011). In
the thematic analysis, a set of pre-defined codes was
used, while the researchers kept an open mind about
identifying emergent codes as they read the tran-
scripts and allowed the data ’to speak’. Iterative tabu-
lation of evidence was performed for each emergent
construct as the evidence converged from multiple
interviewees into concrete findings. To validate the
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findings, the case report was sent to three interview
participants who were asked to review these results
and offer feedback. A detailed account of the findings
is presented in the following section.

Findings

In this section, the findings are summarised and illus-
trated with quotes from the interviews. By reflecting
upon Ballantyne and Varey’s (2006) exchange ena-
blers model, our findings identified three value co-
creation roles associated with the UCO intermediary
actor in the triadic energy service setting: relation-
ship-, communication- and knowledge-enabling roles.
These will be presented in the ‘Relationship-enabling
roles and activities’, ‘Communication-enabling roles
and activities’, and ‘Knowledge-enabling roles and
activities’ sections, respectively.

Relationship-enabling roles and activities

In service interactions, ’‘relating’ is concerned with
relationship development that forms the supporting
structures for actors in creating and applying knowl-
edge resources (Ballantyne & Varey, 2006). Table 2
lists the observed UCO intermediary relationship-
enabling roles and activities. The findings underline
two relationship-enabling roles associated with the
UCO intermediator actor: orchestrator of the value
network and co-developer of trust, as discussed
below.

Utility company intermediary as the orchestrator
of the value network

The SEWA, referred to as the "'UCO’ in the remainder
of this section, has decided to abandon the ’stick’ in
favour of the ’carrot’ in its effort to stimulate energy
efficiency through incentivisation rather than regula-
tion in its vicinity. There is no regulatory requirement
to increase energy efficiency in Sharjah, and custom-
ers are encouraged, but not forced, to pursue energy
efficiency, as explained by the UCO’s Chief Efficien-
ology Officer:

It is very easy to add a regulation in Sharjah, but
it is not our methodology... we don’t have any
regulation to force customers to participate in
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Table 2 Utility company
(UCO) intermediary
relationship-enabling roles

roles

UCO intermediary relationship-enabling

Activities observed

and activities

Co-developer of trust

Orchestrator of the value network

- Market scoping and segmentation by identifying
high energy-consuming customers

- Convincing customers of retrofit value

- Articulating customer requirement through free
energy audits and broad financial assessments

- Qualifying the energy service companies (ESCOs)

- Marketing ESCOs through direct project referrals
and endorsements

- Recommending suppliers and technology providers

- Building customer’s goodwill and competence trust
- Brokering trust across the ESCO-customer interface

the programme, but we are trying to show them
what SEWA can do and offer and how they will
benefit if they join. (Chief Efficienology Officer,
UCO; Construction Week, 2018)

To increase the demand for the energy retrofit ser-
vice, the UCO initiated the programme by conducting
a comprehensive study to identify the most energy-
consuming properties on their records. This evalua-
tion was mainly performed as a demand management
strategy (Slack & Brandon-Jones, 2019) to ensure
the UCO’s capacity to meet energy demands in their
vicinity. Following this process, the *Top 100’ energy
consumers in the Sharjah were identified. These
customers were considered the target market for the
UCQO’s retrofit initiative to support Sharjah’s goal of
achieving 30% energy savings by 2030. Following
identification, these highly consuming customers are
approached by UCO representatives, and meetings
are organised to discuss the customer’s energy con-
sumption and to explain the need to reduce energy
consumption by implementing energy efficiency
measures. The UCO is able to perform these value-
adding activities based on the detailed information in
their records regarding the energy consumption of the
customers that they serve. In these initial meetings,
the UCO attempts to convince the customer of the
‘value’ of the retrofit by demonstrating the severity of
their situation and the magnitude of the deviation of
their energy bill from the average level of consump-
tion in Sharjah, as explained below:

[W]e came to inform them that they are one of
the highest consumers in Sharjah, and they did
not know that. That news was shocking to them!
(Project Manager, UCO)

During these initial meetings, the UCO team
spends a significant amount of time understanding
and articulating the customer’s requirements and the
drivers behind their motivation to reduce their energy
consumption. In what was described in our study by
one UCO representative as ’pain points’, customers’
concerns often relate to their aspirations for cost sav-
ings in terms of the reduction of the energy bill and
maintenance costs. These early enabling activities
also include a free energy audit and broad financial
assessments of potential economic savings and the
net present value of future savings. Customers inter-
viewed for this study cited their lack of knowledge of
energy efficiency and its remoteness from their pri-
mary business activities as obstacles that were partly
surmounted by these initial engagements. In addition,
the involvement of the customer’s top management
team was considered to be a success factor at these
early project stages as it enabled greater understand-
ing of the customer’s business and their priorities, the
project’s goals and the financial and skill resources
available. The outcome of these engagement meet-
ings is an initial estimation of possible solutions to
increase the building’s energy efficiency through ret-
rofitting measures. Clear definitions are also devel-
oped in terms of the potential benefits of the adoption
of the ESCO business model as well as the project-
specific goals, contextual requirements and elements
of the energy service package. These UCO-enabled
project development activities effectively create a
’demand pull’ (Hannon et al., 2015) for energy ser-
vice projects with which ESCOs can subsequently
engage.

On the supply side of the retrofit service, the
UCO is also the first to approach the ESCOs and
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introduce the retrofit programme. The UCO is the
body that qualifies the interested ESCOs for the ret-
rofit projects within Sharjah. As part of the qualifica-
tion, field certification is performed through visits to
existing ESCO projects across the UAE and through
the observation of ongoing audits. The UCO also
assesses ESCO staff capabilities in terms of qualifi-
cations, technical skills and experience. Following
qualification, the UCO subsequently selects and rec-
ommends the ESCO that best fits specific customer
needs and requirements. Being distinctly different
from competitive ESCO procurement practices in
other parts of the world (e.g. Bleyl et al., 2013; Iimi,
2013; Nolden et al., 2016), there are no tendering or
bidding processes for selecting the ESCO in Shar-
jah. The selection and award criteria highly favour
an ESCO’s flexibility and experience of the build-
ing type. The flexibility of the ESCO was an essen-
tial criterion as the retrofitting activities significantly
affects the day-to-day operational processes of com-
mercial and industrial customers and ultimately their
revenue. Hence, it is important to carefully select an
ESCO with experience in the sector and the flexibility
to cater for unforeseen operational eventualities. The
UCO is, consequently, not a neutral observer; instead,
the UCO assumes considerable ’reward” power
(French & Raven, 1959) as the decision-maker with
regard to determining which specific ESCO is intro-
duced to a particular customer.

In addition, the UCO not only introduces the
ESCO to the customer but also recommends specific
suppliers and technology providers to the ESCO.
These endorsements are based on market knowledge
gained through visits to these suppliers’ facilities,
mostly in Europe, and by assessing their technolo-
gies. In recommending suppliers to the ESCO, the
role of the UCO can, accordingly, be described as
the designer of the service ecosystem (Frow et al.,
2014; Vargo et al., 2015) or the ’orchestrator’ of the
value network (Natti et al., 2014) for the energy ret-
rofit service within Sharjah. In our study, all ESCO
interviewees emphasised the importance of the UCO
in stimulating recent market growth, as indicated by
this quote from an ESCO business manager:

They did put in context supply and demand.
Sometimes they call us, and at other times they
call our competition. Obviously, they try to
bring the market and facilitate the development
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of this, not only for one company but for many.
(Business Manager, ESCO)

As observed from the findings, the UCO performs
a distinct marketing function on behalf of the ESCO
by helping the ESCO to win new projects. In return,
the UCO secures the ESCO’s cooperative behaviour.
Subsequently, ESCOs are encouraged to accommo-
date the UCO’s requirements to sustain this relation-
ship and be awarded future projects:

[...] Whenever you call the ESCO saying that
’...you know, ESCO we have a new business for
you’, they will immediately run to you and say,
"OK, WOW! ...they care about us, about getting
us business, about showing the best out of the
best that we can create as an ESCO’, so they are
going to contribute into your requirement, they
are going to do what you ask them to do, they
are going to take into consideration the com-
ments that you raise. (Engineer, UCO)

Therefore, in a well-developed UCO-ESCO rela-
tionship, the ESCO marketing effort can benefit
through direct project referrals and endorsements
made to potential customers by the UCO.

Utility company intermediary as co-developer
of trust

Trust is an essential dimension of relationship qual-
ity and value co-creation (Dorsch et al., 1998; Hewett
et al., 2002; Hibbard et al., 2001; Ulaga & Eggert,
2006). Indeed, trust and value propositions are often
considered to be formulated jointly in business-to-
business relationships (Morgan & Hunt, 1994; Nitti
et al., 2014; Wilson, 1995). While there are several
definitions of trust in the literature, it is primarily
conceptualised as one exchange party’s confidence
in the integrity, benevolence and credibility of the
other party (Moorman, 1993; Morgan & Hunt, 1994,
Doney & Cannon, 1997; Svensson, 2004). Trustwor-
thiness is a cornerstone of successful exchange rela-
tionships and is manifested in keeping one’s promises
and considering the welfare, best interest and success
of the other party (Ulaga & Eggert, 2006). In SDL,
trust is viewed as the foundation of effective dialogue
because, without trustworthiness among the exchange
partners, the dialogue ceases to continue (Ballantyne
and Varey, 2006).
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As part of its relationship-enabling activities, the
role of the UCO intermediary as co-developer of trust
was critical in the service triad. The ESCOs involved
in this study agreed that the development of trust with
the customer was problematic due to the customers’
limited knowledge of project development and EPC
mechanisms. Moreover, customers were often scepti-
cal about potential energy savings and viewed ESCOs
as ’outsiders coming to tell them how to run their
building’. As one ESCO general manager explained:

[...] You have to recognise that when we step
into a facility, we are an outsider. Yeah. And
you have a technical team who have been work-
ing there for the last maybe five years. And then
you come with a magic wand and tell the cus-
tomer, ‘you know you can save 20%’ ...immedi-
ately, they will feel a little bit defensive because
they feel, why they haven’t come up with these
solutions before? (General Manager, ESCO)

In this context, where the development of
ESCO-customer trust was challenging, the role of
the UCO was pivotal as the co-developer of trust in
the triad. In particular, the established relationship
of trust between the UCO and the ESCO influenced
the perceived trust of the customer and enabled
ESCO-—customer trust to develop. This dynamic was
explained by one ESCO business manager:

[...] This is why it was so important to have
SEWA on that road. Yeah. Because they told
them, ’Look, these guys have been in this busi-
ness for many years. We have tried their ser-
vices. They’re very good; I recommend them.’
So obviously, the level of trust was much higher
than in other companies where we just didn’t
have anybody to support us. (Business Manager,
ESCO)

Indeed, the building of UCO-customer trust was
intentional on the part of the UCO team and was an
essential element in the service design. From the
findings, it was observed that the UCO team pur-
sued several trust-building strategies to cultivate
two specific dimensions of trust: ’goodwill’ trust
(Jiang et al., 2013; Lewis & Weigert, 1985) and
’competence’ trust (Das & Teng, 2001; Nooteboom,
1996). First, the UCO ensured the customer’s trust
in its goodwill by expressing concern about its
energy consumption. Although the customer was

paying the UCO for the electricity, the customers
involved in this study appreciated that UCO was
interested in reducing their energy cost through ret-
rofitting measures. Moreover, the customer’s good-
will trust was developed by the UCO by offering its
consultancy and project facilitation services free
of charge. In comparison, earlier research by Bleyl
et al. (2013) found that project facilitation cost is
an obstacle for European energy service projects
and amounts to an average of 3% of the total invest-
ment cost. Hence, the offering of the service free
of charge significantly reduces transaction costs to
the UCQO’s customers. This strategy was intended to
develop a trusting relationship with the customer, as
explained by one UCO team member:

We do everything free of charge for the cus-
tomer because, in the end, we want the cus-
tomer to get the benefit and to save that energy
and to trust us that we want to share that knowl-
edge rather than taking a commission out of the
service. (Engineer, UCO)

The second dimension of trust is competence trust,
which emerges through a rational evaluation of a trad-
ing partner’s capabilities to meet the requirements of
the exchange (Das & Teng, 2001; Nooteboom, 1996).
Trust in the UCO’s competence was particularly
important, given that the majority of the customers
lacked the knowledge and expertise needed to make
an informed decision and were hesitant about engag-
ing in a long-term contractual relationship with the
ESCOs. A customer representative illustrated this
point:

We say, ’OK, SEWA, you can discuss, you can
negotiate on our behalf because we trust that the
price you recommend will be fair... you know
the market, you know how much it costs’. (Gen-
eral Manager, CUS)

Hence, the co-development of trust among the
triadic actors was an explicit strategy pursued by
the UCO. This strategy supported the co-creation of
value with the customer throughout the customer ser-
vice experience. In particular, the customer’s trust in
the UCO’s integrity and judgement was instrumen-
tal in encouraging the customer to sign the contract,
and it enabled the exchange to take place between the
ESCO and the customer, as explained by one ESCO
business manager:
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You know, when the CEO finally joined that
conversation, she looked at [name of UCO
Chief Efficienology Officer] and said upfront,
’If you sign it, I will sign it.” (Business Man-
ager, ESCO)

Communication-enabling roles and activities

Communicating involves actors interacting to develop
relationships for value co-creation (Ballantyne &
Varey, 2006). Table 3 lists the observed UCO inter-
mediary communication-enabling roles and activities.
The findings identified two particular communica-
tion-enabling roles performed by the UCO interme-
diary: as the facilitator of the ’trialogue’ and as the
’joint crafter’ of the value proposition.

Utility company intermediary as a facilitator
of the trialogue

According to the findings, the value proposition (i.e.
details of the EPC) was ’jointly crafted’ (Lambert &
Enz, 2012) or ’co-produced’” (Natti et al. 2014) by the
three triad actors following two detailed energy audits
(i.e. WTAs and IGAs) and extended negotiations
between them. The objective of these negotiation
trialogues (Natti et al. 2014) was to establish a value
proposition in the form of an EPC with technical and
financial structuring most satisfactory to both the
customer and the ESCO. The value proposition was
framed as energy bill savings by installing cost-effec-
tive energy efficiency technologies. This value propo-
sition was supported by life-cycle cost evaluations
and payback periods, among other economic assess-
ments. The two energy audits and subsequent discus-
sions also played an overarching role in the value co-
creation processes, as they enabled all three actors to

refine their activities. These ’diagnosing’ audits and
discussions allowed the ESCO to understand the cus-
tomer needs and requirements and the UCO’s pref-
erences. They also provided the customer with the
opportunity to diagnose their own building’s technol-
ogy/processes and acquire in-depth energy efficiency
knowledge. During these early stages, the UCO cho-
reographed these meetings and took an active role in
guiding the customer through the process. In the cur-
rent study, this role was critical in bridging the com-
munication gap between the customer and the ESCO
due to their diverging organisational cultures, con-
cerns and expectations. The significance of the UCO
in this trialogue was emphasised by one ESCO busi-
ness manager when he provided an anecdote:

[...] Again, this is very important. First of all,
to bridge the gap in terms of communication,
understanding the way we do business. It’s
about guiding them [the client] through the pro-
cess; it is like taking your car to the workshop,
and you don’t know anything about where you
are going... If you go to the workshop and you
have someone who has been in the business,
you know, of repairing cars. And then he can
tell you, 'Look, take your car to this workshop
and don’t go to that one because that one is rub-
bish’. That’s obviously something that you con-
sider of value. (Business Manager, ESCO)

As can be seen from this quote, the UCO’s inter-
mediary role was crucial, given customers’ limited
knowledge. Customers are also unaware of what
could be realised through the retrofitting and of what
to expect from the ESCO service offering. During
the process, the UCO takes an active role in ensur-
ing that the customer who is not an expert in energy
retrofits is suitably informed about the market and has

Table 3 Utility company (UCO) intermediary communication-enabling roles and activities

UCO intermediary communication-enabling roles

Activities observed

Facilitator of the trialogue

- Choreographing energy service company (ESCO)-customer communication

- Managing customer knowledge and expectations

Joint crafter of the value proposition
ence)

- Reviewing and assessing the ESCO’s offer (depending on customer prefer-

- Negotiating with the ESCO to secure best value for money (depending on
customer preference)

- Managing project progress, checking and approving ESCOs work (depend-
ing on customer preference)

@ Springer



Energy Efficiency (2021) 14: 56

Page 13 of 22 56

clear expectations of the service offering. If such sup-
port were not available to the customer, they might
be reluctant to engage with the service. The greater
their understanding of the market and the retrofit ser-
vice offering, the more likely the end-customer is to
engage in the exchange.

Utility company intermediary as ’joint crafter’
of the value proposition

In the early negotiation stages, the UCO supports the
ESCOs in making the best offer to the customer. In
what was described by the UCQO’s representatives as
a ’detailed relationship’, the UCO is involved in all
aspects of the service encounter regarding site inspec-
tion, drafting the audit reports and presenting the
audit report to the customer. They also provide advice
to the chosen ESCO to improve their WTA and IGA
report details. The UCO’s representatives explained
this approach to ’sustain’ their relationship with the
ESCOs and ensure customer satisfaction, with one
UCO team member elaborating as follows:

We would say, "Why don’t you improve your
report by putting in this and that, this will sat-
isfy the customer, why don’t you do that’ [...]
for us, because we want to sustain our relation-
ship, to make sure that the ESCOs that work
with us are giving the best and satisfy our cus-
tomers. (Engineer, UCO)

As there are no tendering or competitive bidding
processes in the case setting to appoint ESCOs, the
UCO assumes a considerable role as the ’joint crafter’
of the value proposition. This role, however, differs
based on the level of engagement of the customer.
An active customer may negotiate directly with the
ESCO, whereas a more passive customer may seek a
more prominent role for the UCO in the negotiation
stage. In the latter scenario, the UCO negotiates with
the ESCO to secure the best price for the customer
and fine-tunes the technical and financial structur-
ing of the EPC contract. Through a series of nego-
tiations, the ESCO’s offer is reviewed by the UCO’s
financial department to ensure that the life-cycle cost
assessment is fair in terms of the technical solution,
the implementation timeline, the maintenance sched-
ule and overall project design. The outcome of these
reviews is an EPC contract that offers the best value

for money for the specific customer requirement. The
UCO’s Project Manager explained this point further:

We negotiate. We make sure that when we are
going to share that offer with the customer,
it’s the best out of the best, so we don’t bring
that extra headache to the customer into under-
standing where each dirham is going! (Project
Manager, UCO)

Following the signing of the EPC contract’ and
during project implementation, depending on the cus-
tomer preference, the UCO’s team may assume pro-
ject management roles, such as checking and approv-
ing the work completed by the ESCOs. This dynamic
has to be considered when attempting to elucidate the
value co-creation activities in the retrofit business set-
ting. In particular, in the case of a customer with low
expertise in retrofitting, the UCO may adopt a crucial
and prominent mediating role in enhancing the value
co-creation in the triad alongside the ESCO.

A well-functioning triad also requires greater
transparency than usual from all the parties involved.
In the extant literature, trust and transparency are
considered to be interrelated (Hultman & Axelsson,
2007) and contribute to customer-perceived value and
satisfaction (Eggert & Helm, 2003). In the present
case study, the triad parties’ ability to ’see through’
and share information that is usually not shared
between business partners supported developing
a value proposition that was the best fit for the cus-
tomer. One UCO representative noted that, in a hotel
retrofit project, the owner’s transparency regarding
their finances and the budget allocation was influ-
ential in crafting a value proposition (i.e. a technical
solution) that best fit the customer requirement. The
following quote from a UCO team member illustrates
this observation:

The manager was very much transparent about
the budget and that he wants to invest. So, he

2 Two main types of EPC are widely adopted: the ‘shared
savings’ and ‘guaranteed savings’ contracting models, which
mainly differ according to the source of project financing. In
the ‘shared savings’ model, the ESCO arranges the finance for
the energy retrofit measures. Subsequently, the ESCO shares
part of the savings with the customer over a specified contrac-
tual period. In the ‘guaranteed savings’ model, the customer is
responsible for financing the project, and the ESCO guarantees
a certain level of saving.
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said, for example, 'I'm looking for the best
technology, the maximum efficiency with the
best cost, but I don’t mind paying a lot. So,
don’t be concerned about the budget, but be
concerned about bringing me the best! I want
really to be a role model for all the hotels in
Sharjah!’, you know, so that value really brings
that excitement for us and for the ESCO about
really finding that best technology solution.
(Engineer, UCO)

As this quote indicates, the transparent commu-
nication structures across the triad supported value
co-creation by better understanding customer priori-
ties. In addition, ESCOs benefit from transparency in
budgets because this enables them to recommend
technologies that best fit their unique situation. The
building of transparent communication avenues for
elucidating the value proposition is an essential medi-
ating activity performed by the UCO to enable value
co-creation in the triad.

Knowledge-enabling roles and activities

Knowing, within service interactions, involves the
mutual learning and knowledge renewal required to
improve the value delivered to the customer (Ballan-
tyne & Varey, 2006). Table 4 lists the observed UCO
intermediary knowledge-enabling roles and activities,
notably knowledge repository and co-educator.

Table 4 Utility company (UCO) intermediary knowledge-ena-
bling roles and activities

UCO intermediary Activities observed

knowledge-enabling roles

Knowledge repository - Keeping a record of retrofit
service providers, suppliers and
technologies

- Documenting lessons learnt from
projects

- Disseminating information
through workshops, seminars
and conferences

Co-educator - Educating the customer on
energy efficiency services and
technologies

- facilitating triadic knowledge
generation, application, renewal

and mutual learning
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Utility company as the knowledge repository

In our case setting, the UCO has considerable
‘expert” power (Goodman & Dion, 2001; Hingley
and Lindgreen, 2015) in the value co-creation pro-
cess as a knowledge ’repository’. The UCO amasses
considerable knowledge of retrofitting technologies
and strategies from its interactions with many ESCOs
and a wide range of customers across the programme.
The UCO also captures lessons learnt from projects
in terms of feasibility studies and measurement and
verification data, quality assurance procedures, pro-
ject success and potential future improvements, thus
playing a pivotal role in knowledge generation, appli-
cation and renewal across the triad. Representatives
of the UCO often organise workshops and seminars
and attend conferences to disseminate information
and promote the programme to a broader audience.
Notably, in our study, UCO representatives expressed
their concern about the limitations of the knowledge
they possess compared with ESCOs. Given the nature
of their business, ESCOs are seen to be more knowl-
edgeable than UCO representatives. One approach
adopted by the UCO to enable them to build in-depth
knowledge about the process and the technology
and thus to better advise their potential customers
is to retrofit their main headquarters building. This
approach was described as ’leading by example’ and
was viewed as a testing ground for several technolo-
gies that they espouse to promote in the market.

Utility company as co-educator

The role of the UCO as a ’co-educator’ was fostered
by their representatives. It was clear to the team that
convincing customers to engage with the programme
would require education. Knowledge sharing was
therefore pursued to strengthen the value co-crea-
tion relationship through educating the customer, as
explained by the UCO’s project manager:

So, I always hope that the customer gives us a
chance as a team of energy efficiency to show
them the best in the market, to share that know-
how with them and to bring them the best...
to share that knowledge, to create that value
between us, and to strengthen that relationship.
(Project Manager, UCO)
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Therefore, a ’co-educator’ role is played by the
UCO. The UCO aims to educate the customer about
energy efficiency. The UCQO’s representatives in our
study saw themselves as ’change agents’, espousing
to change the customer’s environmental behaviour
through knowledge sharing. The aspiration is to equip
the customer with the knowledge required to transfer
these energy efficiency practices to other buildings
and to spread the knowledge among their commu-
nity. A UCO team member explained these aims as
follows:

[...] and try to change the behaviour of the cus-
tomer to make sure that they understand the
benefits of that project. And we want, after we
leave, we want the customer to take that behav-
iour and that efficiency into other buildings, to
share that knowledge, to talk to others in the
society, not only for one building. No, we want
this to sustain as a behaviour. (Engineer, UCO)

On the ESCO side, as mentioned earlier, the UCO
assists the ESCO in refining their proposal documents
to align more closely with the customer requirement
and also helps to ensure that the ESCO can formu-
late a value proposition that is satisfactory to the cus-
tomer. These interactions facilitate knowledge gen-
eration, application and renewal and further support
mutual learning in the triad. In what has been termed
by some interviewees as a 'win—win—win situation’,
or what one could refer to as ’triadic satisfaction’,
the ESCO’s offer (i.e. the value proposition) worked
to facilitate the end-customer’s satisfaction with the
retrofit service offering and also aided in strengthen-
ing the relationship between the UCO and the ESCO.
Referring to a particular hotel retrofit project, the
UCO’s Chief Efficienology Officer commented as
follows:

So, they created that offer that will satisfy
SEWA, satisfy the customer and also satisfy
them. So, they are going to win, the customer
will win the best offer, they will improve their
building, and, again, we will win the satisfac-
tion of both parties and the customer. (Chief
Efficienology Officer, UCO)

Hence, these are mutually beneficial relationships
among all the parties involved in developing a sup-
porting structure that sustains further value-creating
activities. This process could be referred to as the

‘reciprocity of value propositions’ (Ballantyne &
Varey, 2006). Thus, in a well-functioning triad, value
is evaluated by the three parties involved, and their
perception of value is mutually linked in reciprocal
value propositions. It could be argued that these posi-
tive social change processes are proactively initiated
and driven by the UCO, yielding beneficial outcomes
in the form of positive environmental impacts.

Discussion

The purpose of this study was to seek a deeper
understanding of how a UCO facilitates value co-
creation in building energy service settings based on
an in-depth, exploratory case study of an extensive
retrofit programme in the Emirate of Sharjah, UAE.
Specifically, the findings underline three distinct
enabling roles and activities that a UCO intermedi-
ary can perform to facilitate value co-creation in the
triadic setting of energy service, as discussed below.
Figure 3 illustrates the UCO intermediation model
that emerged from the study’s findings.

The first set of activities underpin the relationship-
enabling role played by the UCO. Notably, the UCO
orchestrates the value network on the demand side by
distinguishing potential customers; acting as the first
entity to meet with the customer and explain to the
customer the need to reduce their energy consump-
tion; understanding and articulating the customer
requirements and the drivers behind their motivation
to reduce their energy consumption; and convincing
the customer of the value of the retrofit. On the supply
side, the UCO qualifies the ESCOs; selects and rec-
ommends the ESCOs that best fit the customer needs
and requirements; and proposes specific suppliers and
technology providers to the ESCO. Moreover, the
UCO intermediary acts as a co-developer of trust by
building goodwill trust and competence trust across
the triad and brokering trust across the ESCO—cus-
tomer interface. The need for trust is most important
when the customer lacks adequate technical knowl-
edge about the service as well as project manage-
ment knowledge, and hence they depend on the UCO
to guide them and act as their ally. Convincing the
customer to commit to signing the EPC contract was
considered a lengthy process by the ESCO represent-
atives due to customers’ general lack of knowledge
regarding retrofitting, lack of understanding of the
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Utility company (UCO)

Relationship-enabling roles

Fig. 3 Emergent utility company intermediation model

various ESC contract types offered and scepticism of
the ESCO’s capabilities. Hence, the role of the UCO
was pivotal in convincing the customer to commit.
The findings indicate that trust may be crucial in the
highly uncertain context of building a retrofit market.
Compared with the existing literature, the UCO inter-
mediary is more proactive in contrast to the client-led
approach in the case of the UK Carbon and Energy
Fund (Nolden et al., 2016).

In addition, the ESCO procurement process in our
case study is distinctly different from competitive
procurement approaches identified in the literature,
such as the multi-contractor competitors and ten-
dering processes organised by intermediaries in the
UK’s Carbon and Energy Fund (CEF) (Nolden et al.,
2016), European competitive dialogue procurement
procedures (Bleyl et al., 2013) and the multidimen-
sional auctions involved in Japanese ESCO projects
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(Iimi, 2013). In the case setting, a direct recommen-
dation is made by the UCO, with one ESCO recom-
mended directly to the customer with no competi-
tion. This approach is not unusual in private-sector
procurement, as a variety of purchasing modes are
used in the private sector (Arlbjgrn & Freytag, 2012;
Tadelis, 2012). However, the competitive bidding
approach may offer an equal opportunity for regis-
tered ESCOs to bid for projects and may secure the
best value for money for the customer (Bleyl et al.,
2013; Nolden et al., 2016). Hence, the cost implica-
tions of this lack of competition cannot be ignored
and signals the relative immaturity of this fledgeling
market.

The second set of activities are associated with
communication-enabling roles. The UCO interme-
diary facilitates the trialogue (i.e. three-way recip-
rocal communication) by guiding the customer
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through the retrofit journey and bridging the com-
munication gap between the ESCO and the cus-
tomer. The UCO intermediary also functions as a
joint crafter of the value proposition by reviewing
offers prepared by the ESCOs, negotiating with the
ESCOs to secure the best price for the customer and
checking and approving the work of the ESCOs.
These activities are typical of other intermedi-
ary roles documented in the literature (e.g. Nolden
et al.,, 2016). An observed difference, however, is
the UCO’s attempts to reduce transaction costs
by offering its facilitation services free of charge
throughout the project life-cycle. This is distinct
from noted intermediation costs in other settings,
such as the UK CEF (Nolden et al., 2016), in which
the intermediary recoups its cost by taking a portion
of the guaranteed savings in the contract from the
client and/or contractor. This strategy was intended
to develop a trusting relationship between the UCO
and the customer and ultimately to convince the
customer to commit to the project. In addition, the
promotion of transparent communication among tri-
adic actors supports the development of value prop-
ositions that is the best fit for the customer.

The third set of activities underline the UCO’s
knowledge-enabling role. The UCO intermediary
acts as a knowledge repository by keeping a record of
retrofit service providers, suppliers and technologies
and by documenting lessons learnt from projects. The
UCO intermediary also assumes a co-educator’s role
by informing the customer about energy efficiency.
None of the end-customers who contributed to this
study was an expert in retrofit services, and most had
limited knowledge about the retrofit market. Hence,
during the process, the UCO takes an active role in
ensuring that the customer is suitably informed about
the ESCO market and has clear expectations of the
service offering. Without such support, the custom-
ers might be reluctant to engage with the service. The
UCO also facilitates triadic knowledge generation,
application and mutual learning. By influencing the
triad via reward and expert power, the UCO pursued
beneficial relationships among all the parties, with
the perception of value mutually linked in recipro-
cal value propositions. Hence, the observed impetus
towards energy efficiency and retrofitting is ultimately
a triadic dynamic resulting from the cumulative
learning of the individual decision-makers within the
UCO, ESCO and the customer. In this way, the triadic

actors leverage the ESCO market-based mechanism
to drive positive social change (Stephan et al., 2016)
and co-create value for greater energy efficiency.

Conclusion and implications

The SEWA case study in the UAE underlines the
vital role that a UCO can play as an intermediary to
foster the development of ESCO markets. Despite
the study’s exploratory nature, its findings make sev-
eral noteworthy contributions to the current litera-
ture. First, while triads have been studied in service
settings before (e.g. Hartmann & Herb, 2015; Li &
Choi, 2009; Nitti et al., 2014), this study is the first
to examine triadic relationships in the unique setting
of energy service. Specifically, the study illustrates
1) the main value co-creation activities of the triadic
actors and how they influence each other; 2) how
the triadic approach can facilitate value co-creation
through co-production of reciprocal value proposi-
tions, effective trialogue, co-production of knowledge
and mutual learning; 3) how the triadic approach
encourages the development of trust and the promo-
tion of transparency between the triadic actors; and
4) the role of power dynamics in orchestrating value
co-creation in the triad. Secondly, the study builds
a conceptual understanding of the role of the UCO
intermediary in facilitating value co-creation in the
triad through assuming relationship-, communica-
tion- and knowledge-enabling roles. The emergent
intermediation model extends Ballantyne and Varey’s
(2006) exchange enablers model to a triadic concep-
tualisation (Fig. 2) and provides a coherent theory of
UCO-led intermediation that can be tested by future
studies. Thirdly, the study documents the experiences
of private-sector customers in the demand side of
ESCO markets, addressing the paucity of research on
the strategies for effectively motivating this important
market segment, especially in the Middle East.

The study has several managerial and policy impli-
cations. First, the UCO intermediation model (Fig. 2)
underlines how utility companies can facilitate the
co-creation of value at the ESCO-customer interface.
The model could be institutionalised on a larger scale
to support the procurement of energy service projects
on a national level. Policymakers should encour-
age an active role for UCOs as intermediaries in the
ESCO markets for energy services. The utility sector
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could be motivated to assume this role through direct
funding or subsidies to ensure the long-term sustain-
ability of intermediation services. Secondly, the find-
ings also highlight that a functioning triad should not
be contingent on the UCO’s efforts alone. The cus-
tomers need to assume their role as a key actor in
the triadic value co-creation relationship. Potential
customer organisations need to be more knowledge-
able about the ESCO contracting model and commit
to greater environmental sustainability. Policymak-
ers should invest in raising environmental awareness
among customers and promoting energy service,
emphasising pro-environmental behaviour change
beyond an economic logic. Thirdly, the study high-
lights the pivotal role played by talented and highly
motivated UCO employees. Hence, the senior man-
agers at UCOs should not ignore their employees’
skillsets in interfacing with ESCOs and the customer
throughout the project development stages. The
UCO employees tasked with these enabling activi-
ties should be selected based on advanced interper-
sonal, communication and project management skills.
Complementary to this skillset is knowledge of the
procurement of EPC contracts, structuring of finance
and life-cycle cost evaluation for assessing the ESCO
offers. Knowledge of measurement and verification
procedures and quality management are also crucial
for evaluating key performance indicators, notably
the savings achieved during the EPC contract.

Our study has several limitations, some of which
could be considered as opportunities for future
research. First, our study is exploratory and focuses
on a unique UCO in a unique Arab setting. Hence,
this may limit the findings’ generalisability, as the
growth of ESCO markets varies worldwide, nota-
bly among developed and developing countries.
Future research could expand the present study
by examining other utility-sector intermediation
models in the other UAE Emirates (e.g. DEWA’s
Super ESCO model) and internationally to analyse
potential similarities and differences. The emergent
intermediation model provides a coherent theory of
UCO-led intermediation that can be tested by future
studies. The paper also prompts a number of ques-
tions: for instance, around how trust and transpar-
ency interlink for value co-creation in energy ser-
vice, what the relationship is between intermediary
power, influence and value co-creation and what the
implications are of national culture in intermediary
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relationships in ESCO markets. The fine-tuning of
these relationship dynamics can be fruitful for fur-
ther research.

In conclusion, the findings suggest that UCO
intermediation could form a promising and workable
approach to encouraging ESCO market development
in the private sector and ultimately contributing to
national sustainable development policies.

Appendix

Table S Interview protocol

Concept Corresponding Interview

Question(s)

Company background Main business offerings, number
of employees, years of operation,
organisational structure, mission

and key strategic objectives

Project role - What is your company’s role in the
retrofit project?

- When did your company become
involved?

- How did your company become
involved?

Value co-creation rela- - How long have you known this
tionships UCO/ESCO/CUS?

- What is the nature of your rela-
tionship with the UCO/ESCO/
customer on this project?

- Please describe how you com-
municated with the UCO/ESCO/
customer during this project

- Are you satisfied with your
relationship with the UCO/ESCO/
customer on this project? Why/
why not?

- In your view, how did the triadic
relationships of the UCO/ESCO/
customer on this project influence
each other?

Dynamics of the triadic
relationship

- In your view, what are the advan-
tages of the triadic relational
model in delivering retrofit pro-
jects? What are the disadvantages?
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