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udging by the avalanche of press releagly companies and interviewed managers-business is concerned. He reels off the statis-
es pouring into this magazine eaclhinvolved in retail, distribution and, to antics. Only one in three have an e-business co-
week, the utility sector seems to beextent, trading. From this spadework, the PArdinator, only a handful have a single
bursting with e-business energy andeam arrived at a snapshot of how the sectorpan-company intranet and a staggering 50 per
activity. But appearances can be deceptive. | accommodating on-line business. cent require junior employees to provide a

According to a recent survey by He was surprised at what he foundbusiness justification for internet access.
Consulting*, utilities in the UK are some wayParticularly by the over-emphasis on busingss- They do things very differently in Scan-
behind their colleagues in Scandinavia gnib-customer rather than business-to-businediavia, points out Franklin, where a typical
Australia in capitalising on the benefits thaactivities. ‘The focus is the wrong wayworkstation would have internet access.
on-line activity can bring. around,” says Franklin, citing research that Another of the findings that intrigued

And those UK companies that are embragiuantifies the market for the former atranklin was the erroneous belief of many
ing the technology are not concentrating oldS$200 billion and the latter at $1,200 billionrespondents that legacy systems present a sig-
the areas which promise most bottom-line The report underlines this point. Althougmificant barrier to business implementation.
benefits. 96 per cent of the utilities interviewed had Time and again, Franklin was told that

Four findings stand out from the assesswebsites, few had recorded more than 5 perbusiness would necessitate the replacement
ment and analysis conducted by PA. First, uticent of customers visiting the site and, |if existing information systems, at significant
ittes are concentrating on business-faterms of customer acquisition, less than 1 peost and upheaval.
consumer applications while overlooking theent of new customers had been attracted|via Also, many insisted they were not in a
higher returns possible from addressing thibe internet. strong position to request additional IT invest-
business-to-business and business-to-work- Since the PA fieldwork emphasising thement funding because of the money spent on
force areas. greater importance of business-to-businesesolving the year 2000 Millennium Bug and

Second, most companies are failing |t@e-commerce, there has been a flurry of interesthaping up to meet the liberalising of domestic
notice that new e-business models can tranis-the area. The most headline-grabbing devednergy markets. The demands of the new elec-
form the way industrial and commercial enerepments have been in the field of internet prdricity trading arrangements have also dented
gy is bought. curement exchanges, where utilities and the@vailable IT spend.

Third, utilities have only just begun tosuppliers link in to a central co-ordinating hub  Franklin is adamant that companies do not
recognise and comprehend the strategic oppdo-buy and sell. have to spend an arm and a leg and suggests
tunities created by e-business across their vari- The first to launch was the Achillesthat most utilities are simply unaware of the
ous business units. Marketplace. Utilities including 24Seven,opportunities presented by what he calls

Finally, although utilities are beginning foAnglian Water, GPU Power Distribution, ‘effective middleware’.
recognise the organisational change opportddpower, PowerGen, South West Water, He quotes from the report: ‘By introducing
nities in business-to-workforce initiatives, theSevern Trent Water, TXU Europe and Yorkan internet technology layer that links legacy
resultant IT development appears to be out shire Water signed up in June. So far, 506ystems, they can extract the full value of their
kilter with the e-world. transactions have taken place. Another hubxisting systems’ investment and become

‘The sector is polarised between théutilia, headed by ScottishPower and witle-nabled. It was clear that business managers
majority who see “there is e-business anohembers as far ranging as Spain’s Endesaere having difficulty in understanding the
there is my business” and the minority whé-rance’s EdF and Sweden’s Vattenfall, |iscope of what e-technology could achieve.’
believe “e-business is everybody’s business’launching at the end of the month. Although the business imperative is clear,
says Peter Franklin, formerly with Calortex, PA has no doubt that this level of activitye-business remains risky, says the report.
now a PA consultant and one of the joinis more than justified. E-procurement, says|its ‘Companies that demand a tight business
authors of the report. report, offers significant opportunities. It carcase for return on investment will ruthlessly

He says he was surprised to find so mamgduce transaction costs by up to 85 per ceptioritise e-business efforts and resources
utilities where senior management seemed &md the cost of goods and services by betweancording to where greatest value will be
believe that e-business is something th&and 15 per cent. generated.

‘someone else will use to gain competitive Franklin says that most utilities have hard- ‘For the utilities sector this will come from
advantage’. ly begun to scratch the surface as far|e continued overleaf

Earlier this year, Franklin in the UK, and
his co authors around the world, set to ans

three questions: to what extent are utilitie MOSt Uti | ities have hard |y

aware of the potential of e-business, an
e e e e sreem DEQUIN tO Scratch the surface so
And do people realise that e-business can . .

far as e-business is concerned
@tting novhere fast: nany uilitieswereslowvtojontheinernet partyinthefirst place, ad nowvhavingjoned are noving in the wong d rection

matically improve the performance of so
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existing systems?
Franklin quizzed a dozen or so energy suj.
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Econonmic webs a way to do business in the 21st century

tilities are always reconfigurin
l |themselves to adapt to the changes
their environment and to unlockg
shareholder value. ;
The shining example of success in thi
was British Gas restructuring into Centric®
and BG which more than doubled sharefii
holder value when the split occurred.
Other utilities — particularly water compa|
nies — are desperately looking for ways f
raise market capitalisation above the valJ/®
of their regulatory asset base. Hence Kelda:
recent proposal to sell its assets to customg
through mutualisation. i
While these business imperatives create tHRSEREES c
need for change, e-business can help crea'lampanles should work together in a web of economic mutual interest
new and potentially more valuable business
models.The key to unlocking shareholderinteraction. Few if any, suppliers could arm's length outsourcing.
value in utilities lies in the creation of busi afford the multiplicity of interfaces neces We are also seeing the outsourcing of rien-
ness designs which are fit for market. sary to interact with the various EDI variantore business processes such as accouiting.
However the markets utilities address areadopted by each of the grocery chains. The logical next step for the outsource-ser
many-fold and various. So approaches mustSo along comes Kewill, which sets up avice provider is to dér integration facilities
be determined market sector by market set®Veb-based system through which all supplibetween a number of clients.
tor. An end-consumer supply business, foers can interact. The use of strategic partners and alliarices
example, needs a @ifent approach to areg The cost of deploying this ‘e-integration’within an economic web would allow tt
ulated asset management business. service is a few hundred pounds per suppli@reation of competitive advantage and wculd
E-business puts a new weapon in the coper yearThe grocery chains have found thegenerate the flexibility to adapt to the future
porate strategist’armoury This new wea transaction cost savings sodarthat they environment without having to adopt a ‘orice
pon is the ability to create new products andive suppliers free access to the service. and for all’single solutionThe ability to do
services through alliances between business It is this type of common standard that willthis at low cost will allow experimentatic
es.These alliances will come about wherdacilitate the emeayence of collaborative and rapid business design optimisatioto-
companies can work together in a web odbusiness models. the benefit of all concerned.
economic mutual interest. Assuming we get a single common data Corporate strategists must pull toget
So what are the drivers behind these webdgescription standard, we will get a worldthe understanding of what e-technology
and how will they be created? where oganisations using disparate systemdo and creative thinking about partnerships.
Enterprise resource planning systemwill be able to interlink using a common PA’s survey indicated that this transferfof
enable process and data co-ordination acrosgandard. This may happen directly or technology know-how was not happenifg.
enterprises. Howevea recent survey from through the emgence of more businessPotential business integrator compariies
PA which focuses on the extraction of busiintegrators such as KewilMore business could help the change occur as they seek out
ness benefits from such implementationstegrators looks likely new client opportunities.
indicates there is much room for impreve We have seen the ergence of major out ~ New busi ness nodel s will be there for
ment in the extraction of business value frorsourcing activities in the utilities — such as théhe taking.The constraining factor will b
cross-enterprise integration. recent contract betwed@XU andVertex for simply the imagination and creativity of t|
However we are now seeing the emerfront and back dice services — as well asbusiness designers themselves.
gence of industry integrators which let busimany examples of function outsourcing in Those that embrace this new potential will
nesses mesh their disparate systems throutgnms of call centres, for example. live within a flourishing set of webs in whic
common interfacesA clear example is The latter has been hampered in the past layl participants benefit from their new a
Kewill Systems, which sits between the grothe lack of a standard interface between th&osely integrated partnerships — allowing the
cery retailing giants and their many suppliersclient and the outsource service provider whole to ofer greater value than the sum|of
Each grocery company has its own particcommon data definition standard shouldhe partsThe additional value created will |
ular variant of Electronic Data Interchangechange this, allowing greater interactiommeturned to the membership of the web in fthe
(EDI) which suppliers must interface with if between parties and creating the true poteform of increased economic returns for all.
they are to move to fully automated businessal for operational partnering as opposed tby Peter Franklin

=

continued fom pevious page The FA assessment is crystal clear on thaés — that is, integrating activities across and
initiatives focusing on the value of businessBy investing in the appropriate internet conbetween businesses — where the financiat ben
to-businessThis includes, particular)ysupply | nections, utilities will be able to take a singlefits can be generated today; not in mass con
chain  management and process |resustomer viewfor all types of transactions, sumer access to sophisticated websites on the
engineering. queries, bills, etc and move away from tradiinternet,’says R.

‘However, utilities need to guard againsttional product and site perspectives. There will be a time in the future when
taking a “me-too” approach and too singular a ‘By linking this to a more segmentedthis may changeiccording to Franklin, busi
focus on the exchange model.’ approach to the various markets — industrjahess-to-consumer transactions will come of

The report makes the point that businessommercial and residential — they will achievege when interactive television provides mass-
to-workforce initiatives der a significant| more efective customer profiles andmarket access to the internet.
return on investment, resulting in ‘improvedoreferences, data storage, visibility and But that day is not nowDespite the hype
workforce productivity e-nabled asset man interrogation.’ surrounding interactivéV and mobile com
agement and operations, enhanced field and But PA advises utilities to prioritise busi merce, there is no mass non-PC penetration
sales force management, and better knowledgess-to-business e-commerce over either buget. Utilities with limited budgets will get bet
capture’. ness-to-consumer or business-to-workforce fér returns by connecting to businesses. n

On the whole, e-business creates a wira choice has to be made. ‘It will be in harres$ Potential e-negy? Realising the full poten
win situation, says Franklin. ing the benefits of e-nabling business processal of e-business in the utilities
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