	
	Wednesday, December 13, 2000 
paven@ftenergy.com INCLUDEPICTURE "http://public.resdata.com/ei_modules/services/head.gif" \* MERGEFORMATINET 




By Paula Aven 
 
Electricity deregulation has sparked an information technology revolution. At one time, utilities would build new functions they needed onto their existing legacy computing systems. To become leaner and more efficient, companies are turning toward new computing solutions that encompass all of the major customer information system and customer relationship management capabilities into one compact system. Until this year, that has not been an easy bill to fill. 

To better compete with unregulated energy service providers, utilities finally have realized that by implementing such a system, they can gather more information about their customers and their energy usage, which will help utilities better know and serve them. 

Companies like Peace Software and EDS are attempting to fill that niche, and companies, blessed with herd mentality, are tripping over themselves to implement their system offerings, especially bill presentment and payment. 

The market drivers
Two drivers are behind the technology revolution, said Ian Miller, president of EDS Energy Industries Group, a Plano, Texas-based company that provides consulting, information and technology services to help clients improve performance. One is globalization; companies are expanding their reach internationally. And the other is diversification; utilities are beginning to offer their customers multiple commodities, such as water, natural gas and electricity, as part of their globalization activities. 
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To keep in touch with customers and employees around the world, e-commerce applications have become more important. "You can have a completely different experience with your customers if you are connecting with them electronically," said Miller. "It gives you the opportunity to interface with your customer and have a dialogue with your customer. That was never done before by utilities that are just kenning to the fact they are sitting on a huge asset, their customer base, one they know absolutely nothing about." 

Ethan Cohen, a senior analyst in the energy and communications division of Aberdeen Group in Boston, agreed. "The competitive aspect of this business has driven utilities to operate more like their peers in other parts of the business world," he said. They are realizing that when they have a well-integrated IT system, they have "functionalities and capabilities they never had before. They are good at collecting data about customers and some data about customers' usage, but they've never been good at leveraging that data." 

Once a utility knows all of its customer energy usage patterns, it can use that information to help clients save energy and cross-sell other products and services to them. By having customers go to an Internet portal, utilities also are giving advertisers the opportunity to target a certain kind of audience with their message. 

"Most energy companies, both oil and gas and utilities, have invested in infrastructure. A lot of them are sitting with infrastructure that is not going to support e-commerce and is not going to support global dissemination of knowledge," said Miller. "Companies are finally waking up to the opportunity, but a lot of them don't have the infrastructure in place to make that happen." 

That trend is leading to a "significant increase in business for us," he added. "We're doing more work than we have in the past." 

Evolving systems are key
Deregulation is happening differently in every state in the U.S. Because of this, no utility wants to invest in infrastructure that is tailored only to one market. Instead, they'd rather outsource the work to a company that knows exactly what is going on in each deregulating state and, with minimum expense, can give them access to those markets. 

But are technology companies selling their product to utilities and energy service providers? The answer is no. In the past, utilities spent millions of dollars on legacy systems that are completely useless now. They don't want to spend that kind of money again and that's where application service providers become important. Energy service providers and utilities don't need to purchase systems outright. Instead, they can lease out applications already developed by companies serving the industry, the more pieces the better. In this way, they can test out multiple options before making any major decisions. 

"One of the trends here in terms of CIS (customer information systems) and CRM (customer relationship management) systems is touching upon energy delivery and the energy commodity space," said Aberdeen's Cohen. "When you link IT systems together, and I think you need to link them together in the face of deregulation and competition, it is more compelling from a business perspective because it gives them options and flexibility they didn't have before." 

Atlanta, Ga.-based Peace Software is a good example of the phenomenon because nobody else is offering the same functionality it offers, said Cohen. 

Last week, Peace released its new Energy system, version 6.0, targeting the retail energy business. The company has focused its attention on utility and energy service companies wanting to serve deregulated energy markets. The newest edition includes both customer relationship management functions and commodity management functions. 
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It's the first system of its type on the market that combines two major systems into one, which makes it easier for the company's clients to enter deregulated markets, said Paul Grey, chief technology officer for Peace. Since it is serving multiple markets and geographies, Peace was able to "adapt different business processes and market models in each of the energy markets, and market models do change over time, so configurability is very important," he said. 

Energy version 6.0 uses browser interface technology rather than Web functionality. Customers can use the browser to access all of the different energy applications. The browser "is a major factor in how effective call centers can work and in (reducing) the total cost of providing customer service," Grey said. 

Some of the benefits to having a browser-based technology include very rapid deployment and usability. The technology is based on a "collection of technologies which are designed for rapid deployment and are designed so that it is easy to customize a privately branded Web site for these companies," he said. 

The new system allows industrial customers to view their demand profiles online with three-dimensional visualization technology. It also compares load profiles with trends in the wholesale spot markets. Energy also allows customers to view commodity prices in a real-time environment so they can better manage their usage during peak energy use times. 

The IT strategy
"Utilities are going to have to question their own philosophy and strategy about integration and how different solutions cater to their strategic objectives," said Cohen. He added that the market can almost track a company's business strategy based on the IT platform it institutes because every technology vendor has its own agenda, either CIS, CRM, risk management or a combination of all three. 

Jill Feblowitz, research director for Boston-based AMR Research's utilities practice, agreed with Cohen to a certain extent. She said that if a company institutes a new CRM system, it is "going to work hard on its customer retention programs. It's a financial commitment so you can tell that's going to be an important strategy for them." 

EDS' Miller said that conclusion could be misleading because the industry has so recently moved toward deregulation that companies experimenting with different technologies are trying out numerous systems and processes to find their particular niche in the competitive marketplace. 

"With retail energy suppliers, people are beginning to understand more and more, because there is such a thin margin on the sale of energy commodity, they can't afford to make mistakes in terms of how they obtain the quantity; that fortunes can be won and lost so companies need as much information as possible so they can obtain the very best prices," said Feblowitz. 

She added that there's very limited CRM functionality right now, but the market has huge potential, especially in finding out market information such as customer energy consumption habits and using that information to target customers. "Right now, it's really in its beginning stages." 
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