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Which group has practically all of the continents represented and with only 63 people in it, speaks over 35 languages (not including computer languages)?  This unusual distinction belongs to one of the most fascinating groups in the company - the Enron Research Group, led by Vince Kaminski, managing director. This is genuine diversity! 
“It is remarkable that our group, which combines many cultures, backgrounds (North America, Latin America, Europe, Asia and New Zealand) and personalities, works so well together. We all look at the big picture and seek to make a contribution to the company,” says Kaminski.

 The Research Group is currently part of Enron Americas, but helps any of the units of the company to develop and implement quantitative models.  Its responsibilities are complex and far-reaching, yet invaluable to the company. They include option modeling, building systems for risk quantification and management, development of optimization systems, help with statistical analysis and anything that requires advanced math. 

The defining feature of the Research Group, established in 1992, is that they develop models requiring mathematics, statistics, computer programming, and an understanding of the energy industry. They avoid being narrow specialists in one area; rather they try to implement mathematical models in a business context. Kaminski explains, “This translates into being a specialized group that supports all of the Enron units and develops solutions that might find application across the corporation. An example of the work that can be leveraged across the company is the forecasting of electricity and natural gas consumption at the utility and single customer level.”  

One of the research department’s subgroups is responsible for monitoring weather forecasts from outside groups and developing internal views as well. The goal of this effort is to add value to all of the weather-related information that reaches the trading desks and origination units.  Mike Roberts, a vice president in the Research group, capsules his subgroup’s effort: “We want to give our traders better information than their competitors get, or at the very least, the same information, sooner. We look at the weather data, in terms of degrees, and transform it into business information, in terms of demand.  We deliver this value-added product transformation to the traders who take it to the next step: what it means in terms of business dollars.”

The focus for this weather team is to stay ahead of the competition. “We’re forever trying to scrape our way to the top of the information food-chain.  And because time is so critical, we are the Research Group’s contingent on the trading floor,” says Roberts. “When something is ‘hot off-the-presses,’ there is no time to write it down or even dial the phone, so we just yell it across the room! Being professional scientists, we thrive on working hand-in-hand with the business-oriented traders, teaming up to create value for the entire company, by applying the principles of science to the purposes of business.”


When the group was created in 1992, the main focus was on gas and crude trading. Then the concentration shifted to developing tools in the weather area, value at risk, and in support of the retail business. The Research group’s liaison in EES is Osman Sezgen, a director. Before joining Enron 2 ½ years ago, Sezgen was with Berkeley National Laboratory, which is one of the nine Department of Energy research laboratories. He spent a decade looking into energy use patterns in commercial buildings and industrial facilities, and making market assessments for energy efficiency and renewable energy technologies. “Deregulation of the electricity markets is opening the way for energy service companies to be more active in the marketplace,” says Sezgen.  “Enron’s business concept is simple; we have customers with large portfolios of facilities and we provide energy outsourcing services to them. We can manage the energy price risk for them, as well as manage the operation and maintenance of their energy-using assets. This way they can concentrate on their core business. If they give us the option to invest in energy efficiency at their sites, we can further reduce their energy costs. We can make their lighting and HVAC systems more efficient and share the savings with them.” 

In order to be able to price a deal with hundreds of facilities and complex deal structures, first they need to create a characterization of the facilities. They need to estimate energy use patterns and equipment types. Initially, they rely on public domain and proprietary databases of previous deals, together with bottom-up energy use models. Similar models are used to assess the effectiveness of different efficiency measures at these facilities. “The key results of this exercise, which are fed into pricing models, are the end use disaggregation of the total energy use (lighting, cooling, heating, ventilation, refrigeration), the savings potential for each end use, and a measure of uncertainty associated with these results,” explains Sezgen. Quantification of the measure of uncertainty for each result is necessary so that the pricing models can calculate the associated risk premium

Research is always changing and evolving. Kaminski states that the challenge for the group is to keep learning all of the time – there are new math tools for pricing transactions, measuring risk and managing risk; changes in computer programming, statistics and the other disciplines.  “At the same time, we must stay on top of Enron’s ever-changing business as it expands in all directions.  We must learn about the new businesses and understand various markets – not just the energy market,” says Kaminski. “We need to follow and to learn about the distinguishing characteristics of a market, then we can develop useful techniques.” 

Kaminski explains further, “In this industry, the ground shifts frequently and you must be ready for change in the market. A constant overload of information is coming in, especially from the Internet.  We have to figure out what information is out there and what is essential; then we decide how to interpret it and make it useful for our businesses.”


A second challenge is in the labor market. The skills and personalities must match Enron’s needs. Enron is a unique company in that it is unstructured, yet competitive. Kaminski asserts, “It is a very friendly place, but you are not told exactly what to do. You must create value and define your own role.  People who expect daily instructions will not fit in here. Enron is also unusual in that it encourages movement – the transfer of people from one unit to another. Here, change equals growth and we support those who want to stay, as well as those who choose to move on to other units of the company.”  The newest member of the Research Group is Iris Mack.  She is a manager with the Financial Engineering Team working on projects for EBS, including a power trading system and various derivatives pricing models.  She reveals that it was an easy decision to come to Enron and to join this group, “it was a whole package, starting with the company reputation.  Enron is ahead of Wall Street in breaking new ground and with new markets.”  The work options in Research, as explained by Vince Kaminski, were varied and interesting. “This was certainly an appealing feature,” says Mack.  “Finally, the people component here was a definite plus. Vince is an ideal boss who is easy to talk to and very supportive.  People in the company and in this group seem happy – happy to work here and very satisfied with their jobs.”

The focus of the Research Group is on seeking the best ways to contribute to the business units. “We are in a special situation since we have only internal customers. Our goals include helping the company develop the tools to make the right decisions, to come up with the right prices, measure the information, understand and aggregate the risks.  In addition, we study what the other business units are doing and then develop resources to make sure that when they ask us for help, we are available to them,” says Kaminski.  “One objective with this is to anticipate their needs even before they ask.”

The Research Group has proven its value to the company many times, and its success can be attributed to a hard-working team.  “My theory is to provide a nurturing environment to encourage productive workers. Ultimately this creates an environment for success,” notes Kaminski. “For me, success comes from having a passion for excellence – the desire to excel and to be the best in your field. I hire those who fit this mold.”
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