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• Nonprofit with 30 years of 
reducing economic and 
environmental costs of energy 

• Comprehensive results
• Energy efficiency, renewable 

energy, and transportation
• Program design, planning and 

evaluation, policy, advocacy, 
and research

About VEIC



About VEIC

• Offices in VT, DC, OH
• 330+ employees
• National & international 

consulting / implementation 
• Clients

• Utilities, trade associations, government 
agencies, regulators, foundations & advocates



Examples of VEIC’s Clients



HVACR 
Upstream



What is an upstream program?

Manufacturer

Manufacturer
Rep

Distributor

Contractor

End User



Benefits of Upstream

1. Promotes increased availability, sales, &
installation of efficient equipment

2. Influences distributor stocking practices

3. Diminishes financial barriers 

4. Facilitates market transformation



Participating Manufacturers



In the future…

Participating Manufacturers



Participating Efficiency Vermont Upstream Distributors
15 Distributors, 47 Locations



HVACR 
Upstream Approach



1. Project planning

2. Establish value proposition
3. Mapping the supply channel
4. Eligibility & Performance request

5. Data collection
6. VEIC 101 / 201 planning sessions

7. Establish incentive levels
8. Administration / management fees
9. Develop SMIT plans
10. PDA / MOU

VEIC’s Approach to Upstream



1. Project Planning
2. Establish value proposition
3. Mapping the Supply Channel
4. Eligibility & Performance Request
5. Data Collection
6. VEIC 101/201 Planning Sessions
7. Establish Incentive Levels
8. Administration / Management Fees
9. Develop SMIT Plans
10. PDA/MOU

VEIC’s Approach to Upstream



Understand Distributors’ Profit Model

Return on Net Assets (RONA) 

15

Distributor Net Income

Inventory + Accounts Receivable – Accounts Payable

=



Distributors’ Profit Model
RONA driver Consideration

Increase gross 
margin (GM), 
gross profit (GP) 
& net income (NI)

• Energy-efficient products affect GM, GP, & NI 

• Increase GM

Decrease 
inventory 
investment &
increase 
turnover

• Collaborative sales, marketing & training

• Intensive product & program training

• Incentives increase market demand

• NO manufacturer penalties

Accounts 
Receivable (AR)

• Avg. AR collection 50 - 55 days; Target < 35 days

Accounts 
Payable (AP)

• Avg. AP terms 30 - 35 days; Target: 45 - 240 days



Distributor Value Proposition

A strategic partnership

Factor
Standard 

pump
HPCP
pump

Variance

Resale from distributor to customer $65 $165 $100

Distributor cost (estimate) $52 $120.25 $68.25

Incentives at distributor’s point of sale $100

Resale value, with $100 incentive to 
distributor’s customer

$65 $65

Gross profit per circulator pump $13 $44.75 $31.75 / $13 

Gross margin per circulator pump 20% 27% 244%
Gross profit generated from
10,000 units / year

$130,000 $447,500 $317,500

=



1. Project Planning
2. Establish Value Proposition
3. Mapping the supply channel
4. Eligibility & Performance Request
5. Data Collection
6. VEIC 101/201 Planning Sessions
7. Establish Incentive Levels
8. Administration / Management Fees
9. Develop SMIT Plans
10. PDA/MOU

VEIC’s Approach to Upstream



TARGET: Use Supply Channel Approach

Distributors

Manufacturers /  
Manufacturer 

Reps



1. Project Planning
2. Establish Value Proposition
3. Mapping the Supply Channel
4. Eligibility & Performance Request
5. Data collection
6. VEIC 101/201 Planning Sessions
7. Establish Incentive Levels
8. Administration / Management Fees
9. Develop SMIT Plans
10. PDA/MOU

VEIC’s Approach to Upstream



Optimize the Collection of Transactional Data

40 14



1. Project Planning
2. Establish Value Proposition
3. Mapping the Supply Channel
4. Eligibility & Performance Request
5. Data Collection
6. VEIC 101/201 Planning Sessions
7. Establish incentive levels
8. Administration / management fees
9. Develop SMIT Plans
10. PDA/MOU

VEIC’s Approach to Upstream



HVACR Upstream Incentives & Fees Revisions                             
OVERVIEW TABLE

Upstream 
program

Current incentive / 
unit

Current 
administration / 
management fee / 
unit

Comments

HPWH

$400 $65

• Aggressive incentive & fee
• Sales under duress (95%)
• Small window of upsell 

opportunity

CCHP

$300 single zone
$400 multi-zone

$50
• Aggressive fee
• Complex sale
• Inventory investment

HPCP
$50 

$200

$600

$3 

$3

$50

• Tiered fee: $ / MWh



1. Project Planning
2. Establish Value Proposition
3. Mapping the Supply Channel
4. Eligibility & Performance Request
5. Data Collection
6. VEIC 101/201 Planning Sessions
7. Establish Incentive Levels
8. Administration / Management Fees
9. Develop SMIT plans
10. PDA/MOU

VEIC’s Approach to Upstream



SMIT:
Sales, Marketing, Inventory & Training

• Internal / external stakeholder planning meetings

• RFI (Request for information) to suppliers

• Suppliers: Develop & present SMIT plan

• SMIT strategy planning sessions



SMIT Examples



Joint Marketing Efforts
Challenge: Communicate end-user benefits of upstream 
programs to contractors & customers

Solution: Visual materials

Box sticker 



HPCP Joint Marketing Efforts





Upstream Website

Participating 
Distributors

QPLs



Logos & 
hyperlinks



HVACR
Upstream Results



Consolidated Results from Participating Vermont  
Distributors of High-Performance Circulator Pumps

Units Sold

Every 2.5 Days = TOTAL ANNUAL AVERAGE before Upstream Program!!
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Distributor’s “Before & After”  Upstream 
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Upstream vs. Downstream; Heat Pump Water Heaters
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Impact of the Upstream Program in 2015

HPCP HPWH CCHP

Increase in 
Sales 8,550% 750% 45%



1) Business model

3) Strategic partnerships

4) Supply chain management

2) Front loaded



Thank you!

Howard C. Merson
Vermont Energy Investment Corp

Strategic Planning Manager, HVACR

hmerson@veic.org
p: (802) 540-7821
c: (802) 310-8447

QUESTIONS?


