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INTRODUCTION
Since March 2020, the Coronavirus Pandemic has profoundly impacted nearly every aspect of the
economy. Lockdowns, layoffs, the Great Resignation, new health guidelines, and compounded
supply chain issues contributed to a massive economic crisis. The recovery has been slow and is far
from complete, as uncertainty surrounding COVID-19 variants and long term economic effects
persists.
In the nearly two years since the onset of the pandemic, resiliency has become a critical part of the
conversation surrounding recovery. Businesses and leaders across many industries are evaluating
and re-evaluating how to move forward.
Among the considerations around resiliency moving forward, energy efficiency should be a key
factor for many reasons. All sectors stand to benefit from energy efficiency in the form of reduced
energy costs, improved grid stability, and great use-of-space flexibility. Additionally, energy
efficiency helps consumers and investors implement sustainable practices that are aligned with
burgeoning Environmental, Social, Governance (ESG) reporting goals. This paper outlines trends
across 11 market segments – office, healthcare, higher education, K-12 education, public sector,
multifamily, hospitality, restaurants, retail, industrial, and data centers – highlighting the role that
energy efficiency will play as the economy recovers.
.
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OFFICE
The COVID-19 pandemic dealt the office sector a
significant blow as the majority of office employees
transitioned to remote work. The exact impact on
tenant leases and occupancy since March 2020
varies from region to region (11). However, work
from home orders and increased remote work
flexibility from employers have considerably
impacted the space required for in-person
operations for most businesses (27).
The return-to-office wave that was anticipated after
the 2021 Labor Day holiday weekend was thwarted
by fears over the delta variant, leading to just a slight
increase of occupancy that trickled in over
September and October 2021. Overall, occupancy
increased from 26% in April 2021 to 36% in October
2021 (42, 23). In Q3 2021, office leasing was up
across the nation. There was also a definite increase
in length of term for leases again after a plunge in
2020 when employers scrambled for flexible shortterm leases (40).
Energy efficiency still presents a huge opportunity in
the office market, particularly as employers consider
return to work needs for more flexible spaces. Aside
from LED lighting, HVAC upgrades remain the most
popular projects for energy efficiency in the office
sector. Office sector projects are also targeting
operational cost-saving measures that free up
spending for other tenant-demanded features, like
health and safety.

OFFICE OCCUPANCY
INCREASED FROM 26% IN
APRIL 2021
TO 36% IN OCTOBER 2021.

In the next year, occupancy rates are expected to
slowly climb as vaccination rates and testing
increases and additional safety protocols are put
into place. Supply chain issues will continue to affect
construction of office spaces and other logistics.
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Finally, the Great Resignation of 2021, which has already seen a record high of 2.9% of Americans
quitting their jobs, will also have a significant impact (39). Overall, we expect to see the office
space submarket make a strong recovery in Q2-Q3 2022.

HEALTHCARE
Healthcare faced an entirely unique set of challenges during the pandemic. Unable to shut down
and faced with record high patient intake rates, lower use areas were converted to temporary
COVID units, and a huge strain was placed on healthcare infrastructure and staff. While the health
of patients and staff has been and will continue to be the highest priority, addressing energy
efficiency remains a viable opportunity for cost and energy savings.
Pandemic guidance is often at odds with energy efficiency goals. For example, ASHRAE guidance
for building operation during the pandemic includes disabling demand controlled ventilation,
opening dampers to near 100%, and running HVAC systems longer (ideally 24/7). Considering
healthcare is one of the most energy-intensive sectors, this presents an entirely new set of
challenges (6).
Navigating these challenges from a system wide improvement approach – as opposed to simply
replacing old equipment – has become the priority. Further, the industry is beginning to look
towards zero-energy design as a way of resilience planning, but the up front costs associated with
these technologies represent a significant barrier for stakeholders to overcome (41).
The pandemic is also expected to increase medical costs (defined as the cost to treat a patient
from one year to the next) in 2022. PwC is projecting a 6.5% medical cost trend, which can be
attributed to deferred care and continued pandemic costs. Additionally, plans to prepare for the
next pandemic will likely be a driver of increased medical costs in 2022.
While navigating the pandemic and building efficiency will continue to pose challenges for the
healthcare system, the sector will begin to see an emphasis on resiliency and pandemic readiness
investments, including infrastructure improvements, energy efficient HVAC upgrades, and zeroenergy design.

Our Finance

HEALTHCARE FACILITIES USE NEARLY 10%
OF THE ENERGY CONSUMED BY THE
COMMERCIAL SECTOR.
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HIGHER EDUCATION
Before government and philanthropic intervention, most public four-year institutions and private
not-for-profit universities were expected to succumb to budgetary shortfalls of more than 5%. In
fact, up to 77% of private not-for-profit institutions could see these shortfalls (9). One of the
largest driving forces impacting revenue is a significant drop in enrollment. This affects all sectors,
but it is the greatest at community colleges, public four-year colleges, and private for-profit
schools (30). Specifically, top revenue sources for public four-year institutions have dropped 10%;
26% for community colleges (9). Enrollment has been in decline since 2012, but the pandemic
exacerbated this trend, and it is expected to continue (30).
With colleges and universities facing new financial challenges, there is opportunity to evaluate
other areas of high cost. Energy is a prime example. The higher education sector spends $6
billion annually on energy usage. Despite the opportunity for savings that energy efficient
improvements entail, many institutions face common barriers to capital improvements, including
limited staff bandwidth, leadership resistance, competing budget priorities, and limited debt
financing (6). Acknowledging these challenges has led to a push for leaders to focus on
sustainable operational changes and resiliency (9). Energy management can reduce energy costs
by up to 30% (49). Additionally, as building ownership rarely changes, aging buildings often have
substantial opportunities for energy and cost savings (6).
At present, 35 billion in federal support has eased short-term challenges for colleges and
universities, but decreased enrollment will likely continue to pose new challenges (9).
Nonetheless, sustainability and resiliency planning remain in high demand in higher education,
offering promise for energy efficiency overall.

THE HIGHER EDUCATION
SECTOR SPENDS $6 BILLION
ANNUALLY ON ENERGY.
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K-12 EDUCATION

Since March 2020, school districts navigated the challenging path of supporting their students’
education while keeping students and staff safe. In the Fall of 2021, many districts made it a priority
to return staff and students back to safe in-person learning environments. Guidance to keep
students and staff safe has included universal masking, social distancing, smaller class sizes, holding
outdoor classes when possible, handwashing, establishing cohorts, and improved HVAC ventilation
(15).
Improved HVAC systems will become increasingly crucial as temperatures cool and building
operators can no longer rely on ventilation via windows. While improved ventilation is critical to
keeping staff and students safe, approximately 41% of K-12 school districts have outdated
equipment and need HVAC replacements in at least half of their schools (47). Many of these needs
go overlooked, as states do not conduct facilities condition assessments. Individual districts often
direct their attention elsewhere - only two-thirds of districts have conducted a facility assessment at
least once in the past ten years (47).

While many district officials cite health and
safety as a top priority, security concerns also

41%

compete with energy efficiency for limited
funds. In most cases, state and local funding for
upgrades is very limited and often subject to
bonds passing. Thus, as school districts
continue to navigate the pandemic, health and
safety will continue to overshadow other

of K-12 School Districts report needing HVAC
replacements in at least half of their schools.

priorities (47).
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PUBLIC SECTOR
At the beginning of the pandemic, a survey by National League of Cities found that 65% of cities were
forced to delay or even cancel capital expenditures and infrastructure projects. During this time, for
most local municipalities, the largest expenditure was on personal protective equipment and cleaning
services to keep their communities safe. With services changing and decreased tax revenue, many
local governments face budgetary shortfalls alongside higher expenditures (33). More specifically,
local governments across the U.S. could experience revenue losses of up to 40%. Further, in a study
by the Government Accountability Office, most states indicated that they had to use all or part of their
reserve funding to help cover costs during the pandemic (48).
With decreased revenues and higher costs, many municipalities were challenged to reduce spending
in other areas, including hiring freezes and furloughs (48). Further, municipalities often chose to defer
routine building maintenance in an additional attempt to preserve funds. While this practice may
seem to save money up front, every dollar not spent on building maintenance can cost the state 15 to
30 dollars to fix subsequent problems (32). Routine building maintenance helps save funds for other
needs over the long term, including capital projects that include energy efficiency upgrades.
Even through challenging times, pressure is mounting for local government to direct efforts toward
sustainability and resiliency planning. Energy efficiency projects, including HVAC and lighting upgrades,
are a key priority to this end, as are operational and maintenance best practices (4). Nearly one-third
of energy can be conserved in a typical government building through energy efficient improvements
(37). Prioritizing these projects helps reduces energy costs and allows dollars to be directed to other
important facets of local government expenditures.

ENERGY EFFICIENCY
IMPROVEMENTS CAN SAVE UP TO
ONE-THIRD OF ENERGY
CONSUMED IN COMMERCIAL
BUILDINGS.
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MULTIFAMILY
Multifamily weathered the COVID-19 pandemic relatively well compared to other market segments.
While it performed significantly better in this recession than it has in previous economic
downturns, owners still saw increased delinquencies and decreased rental rates. As many renters
opted to move in with family and friends, owners were forced to waive rental feels and lower
rental rates to attract tenants. These factors took a significant toll on the industry in 2020, and
those impacts worsened with the spread of COVID-19 (13).
Certain areas of the industry suffered more than others. Affordable housing experienced fewer
delinquencies, but Class A took a significant hit as young potential renters moved home or to the
suburbs instead of remaining in the Downtown market. Class A is expected to recover more slowly
than other asset classes. Similarly, urban assets suffered greater losses than their suburban
counterparts. Larger units also fared better than studio and one-bedroom apartments, which
suffered the greatest decreases in rental rates (29).
Many of these trends were forecasted to reverse to near-2019 levels over the course of 2021 as
the effects of stimulus and job growth increased demand and gave investors a light at the end of
the tunnel. At the end of Q2 2021, demand for multifamily housing exceeded pre-pandemic levels
(29). Construction and investor activity was also promising (29).
In September 2021, Multifamily Housing Green Buildings Global Market Report indicated that
globally, sales of multifamily green buildings, which include significant energy efficiency measures,
will increase steadily from this year on. Building owners have adjusted to some degree to the “new
normal” and recognize that energy efficiency upgrades and other sustainability measures promise
long-term cost savings that can be directed toward other priorities (10).
The split incentive in multifamily and additional cost premiums associated with sustainability
measures remain barriers to participation and continue to prevent energy savings from being
realized in the multifamily sector. Utility incentive programs can help overcome these challenges
(2). Such programs target specific usage areas by region (i.e., air conditioning in the South and
lighting in the Midwest) and offer tailored opportunities for individual tenants and building owners
as helping to amend these deficiencies.

Our Finance
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HOSPITALITY
The lodging and hospitality sector took a decimating blow
at the onset of the pandemic as business and leisure
travel almost completely halted. The industry saw little
improvement as the pandemic spread. In 2020, the
industry saw $500 billion in losses, costing the country
$1.1 trillion in economic output (16). Yet, as vaccines
became available in spring 2021 and cities and
businesses re-opened, several reports predicted
significant growth in the industry and a return to prepandemic levels by the end of 2023. Until the delta
variant became prevalent, growth seemed to continue at
this pace. Notably, leisure markets surpassed 2019 peaks
in the summer of 2021 (26).
Due to the delta variant, business and leisure travel have
not experienced the uptick that was originally forecasted
for fall 2021 (44). This poses continued challenges for the
hospitality industry economically, but the energy
efficiency outlook is mixed. Historically, hotels have some
of the highest energy and water footprints of all
commercial buildings – the energy costs for the average
hotel room are $2,200 annually (8). Thus, hotels have
great potential and face significant demand from
customers to identify and implement sustainability
strategies.
Many Better Buildings hospitality partners predicted such
projects would offer participating hotels a competitive
advantage as the industry approaches pre-pandemic
business. Leaders in the industry echo that sentiment.
Numerous hotel chains have implemented energy
efficiency standards and pursued energy audits to
improve operational efficiency at their locations (28).
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RESTAURANTS
COVID-19 had a profound effect on the restaurant industry. Total sales were $240 billion less in 2020
than what was forecasted before the pandemic. Hundreds of thousands of restaurants closed and
nearly 2.5 million jobs were lost (34). Though the industry was expected to recover more slowly than
other sectors, vaccine availability and decreased case rates brought sales in early summer 2021 to
pre-pandemic levels. However, the delta variant has slowed growth even further since August as
customers are once again reluctant to dine in (17).
The strains of the pandemic are re-shaping the food industry. Chain restaurants are better able to
absorb economic challenges and have generally fared better than independent restaurants (45).
Similarly, quick-service and fast-casual restaurants performed better than their full-service
counterparts and are expected to exceed their 2019 sales in 2021 (45). The industry as a whole is
expected to reach 2019 levels by the end of 2022 (34).
Energy efficiency has largely fallen to the wayside because of the pandemic. Restaurants were forced
to focus on implementing delivery and pick-up options and have been grappling with a continued
labor shortage. As delivery has come to dominate the food industry, traditional brick-and-mortar
restaurants must keep operational expenses low to compete (50).
Energy efficiency is a key part of this. Restaurants are notoriously inefficient, using five to seven times
more energy than most other commercial building types. Inefficiencies in refrigeration, lighting, and
other commercial equipment that went unnoticed during the pandemic represent significant strains
for these businesses. Lighting strategies, equipment efficiency, and space heating and cooling are key
projects to target to increase efficiency (3). Nevertheless, the costs associated with implementing
energy efficiency projects and increased energy usage due to convertible outdoor dining spaces pose
significant barriers to achieving the reductions that are possible (21).

RESTAURANTS USE
FIVE TO SEVEN TIMES
MORE ENERGY THAN
MOST OTHER
COMMERCIAL
BUILDINGS.
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RETAIL
The COVID-19 pandemic prompted the delineation of
two very distinct categories in the retail space: essential
and non-essential. Essential retail real estate (such as
grocery stores, gas stations and pharmacies) performed
well in 2021, while non-essential retail spaces (any other
brick-and-mortar store subjected to mandated
lockdowns) faced unprecedented challenges and
continue to have high vacancy rates into Q4 2021 (24).
Online retail continues to see growth, boosting the
industrial distribution market segment and creating
more competition for smaller brick-and-mortar retail
shops – which may never recover (46). Additionally, retail
in high business areas that depends on the traffic from
commuters and business district patrons is still being
impacted by remote work, causing stress to profit
margins (20).
Energy efficiency still plays a major role in increasing
profitability for physical retail spaces, but there was a
definite decline over the past year in projects for this
market segment due to limited budgets. Larger retail
establishments (especially essential stores) did invest in
energy efficiency projects to increase operational
efficiency and realize cost-savings. These projects were
mostly RTUs, refrigeration optimization, and lighting for
their spaces.
In 2022 the retail market is expected to start a slow
climb of recovery to coincide with more remote workers
returning to the office and an increase in activity.
However, we can expect that some smaller stores will
close permanently, unable to bear the weight of the
pandemic-induced drop in sales. Additionally, supply
chain issues will continue to impact the availability of
goods and services. The lack of labor due to the Great
Resignation will impact this market segment as well (25).
Prices for goods will continue to climb as a result, and
pressures will mount to address these nation-wide
challenges.
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INDUSTRIAL

One sector of the industrial market has clearly benefited from the pandemic: distribution centers and
warehouses. Supply chain issues have accelerated since the start of 2020, prompting distributors to
localize their supply chains and keep more stock on hand (18). These factors, along with the rise of ecommerce since the start of the pandemic, mean that new distribution centers are opening
everywhere (19).
2022 will likely see continued growth in this part of the industrial sector as the efficiency and
popularity of online shopping remains at an all-time high, and coincides with a longer-term trend in
this direction. Even as life gradually begins to shift back to in-person events and activities, this part of
the industrial market segment will continue to see success because of the increased expectation of
efficient production and shipping (14).
Along with those investments comes energy efficiency improvements, including HVAC, lighting, and
VFD projects. Better Buildings also points to lighting and operational measures to reduce energy use,
as well as on-site solar and electric vehicle charging to further push sustainability in distribution
centers and warehouses (5).
Outside of warehouses, manufacturers deemed “essential” during the pandemic (medical supplies and
food production), as well as those business who pivoted to produce pandemic essentials (such as
personal protective equipment), fared relatively well. Overall, however, industrial production fell 16.5%
in 2020 and total factory orders fell 22.7%. As of early October 2021, these indicators were still below
2019 levels despite the temporary surge prompted by the federal stimulus package (22).
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While the rate of growth is expected to slow in 2022 as the effects of the stimulus wear off,
overall industry outlook is good. Moving forward, KPMG indicates that success in manufacturing
will require that supply chains be as resilient as possible. This means more manufacturing
centers, sourcing from places that are closer to home, and increased reliance on technology.
Manufacturers will prioritize projects

Total Industrial Capacity Utilization Rate

that help digitize their operations to
increase productivity and supply
chain flexibility (43). With movement

80%

toward automation and digitization
comes opportunities for energy
efficiency projects. Lighting, smart
controls, high speed roll up doors,

60%

and compressors are all projects
that will gain traction in this sector.
Industry surveys indicate that the

40%

average facility can reduce its energy
consumption by 10 to 20 percent
(31). Energy audits are useful for
identifying both energy-saving capital

20%

projects and operational savings
opportunities.
0%

Pre-pandemic

April 2020

December 2020

DATA CENTERS
Unlike other market sectors that were negatively affected by the pandemic, the switch to remote work
accelerated demand for data center inventory. Beginning in 2020, data centers that power cloud
services and everything that makes up the internet became even more critical for maintaining
communication and allowing many industries to transition to remote work. Aside from the pandemic,
adoption of hybrid information technology and artificial intelligence are also driving growth for data
centers. All these factors combined are expected to accelerate sector growth for several years to come.
Specifically, CBRE estimates a 13.8% inventory growth in 2021 (1).
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13.8%

Inventory Growth
Expected in 2021

2021

This uptick in demand means high upfront costs in areas like construction and
permitting. After that, the highest longterm cost of data center operation is
usually energy. It is not uncommon for
electricity costs to exceed $5,000 for
each minute of downtime in data centers
(36). The high cost of power is often
passed down to heavy users. However,

2020

many providers are looking to move or
expand to markets that offer more
affordable, clean energy to reduce their
0

1,000

2,000

3,000

4,000

long-term power costs.
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For example, the Montreal and Hillsboro, Oregon markets are growing ever more appealing due to
their relatively low rates for hydroelectric power. Beyond renewable energy, data centers also have
the opportunity to benefit from power and energy storage to increase energy efficiency (12).
Driven by continued increases in demand for data centers, user expectations, and demand for lower
power costs, it is expected that more providers will continue to look for renewable power sources
and ways to increase energy efficiency in existing markets.
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CONCLUSION
The nature of the successes data centers and some sectors of industrial production have
experienced since March 2020 demonstrate that energy efficiency can play a key role in economic
advancement. As the economy continues to recover, this will ring true regardless of industry: energy
costs are a significant expense for all business types, especially in sectors like restaurant and
hospitality, whose recovery from the pandemic recession is ongoing. Energy efficiency frees up costs
for other priorities and often offers a competitive advantage by meeting consumer or investor
demand for sustainable improvements. As such, energy efficiency will be a key area of investment for
business as they build back and prepare for future economic challenges.
Yet the pandemic and ensuing recession have introduced unique challenges for many organizations.
In most cases, priorities like health and safety take precedent, so energy costs continue to mount as
inefficiencies go unaddressed. This is costly and slows recovery.
Businesses looking to reduce their energy footprint should take advantage of energy audits to identify
both capital projects and operational savings opportunities. Utility incentive programs also offer
financial assistance to help businesses reduce energy usage while juggling other priorities. By
incentivizing energy efficiency projects that will have the greatest impact for specific business and
building types, they help businesses maximize energy savings while keeping budget for other
priorities.
For more information about utility incentive programs and how your business can reduce energy
costs, contact us at info@waypoint-energy.com
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