Customer Information Systems and e-Business...

BY GREG GALLUZZI

The Utility’s Viewpoint
Historically, utilities focused their
resources on constructing, maintaining,
and operating theinfrastructure required
to provide end use customerswith access
to the commaodity (e.g. electric, gas, wa-
ter, wastewater) and subsequent creation
of arevenue stream. The utility created
various servicefunctionsto interact with
the end use customer for purposes of ser-
vicing the infrastructure, reading the
meter, generating abill, processing pay-
ments, resolving disputesand exceptions,
and collecting past due money. These
utility service functions ultimately
worked to ensure a continuous revenue
stream in support of utility operations.
Billing systems supported thetrans-
actional needs of each utility service
function focusing on the meter, the
premise, or the pay-
ment with little infor-
mation or consider-
ation for the customer
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rather than the customers they serve.
Each customer interaction is treated as
an individual transaction with little in-
formation sharing across service groups.
Billing systems have typically been de-
veloped and customized to arigid set of
utility specific businessrules, validations,
and data requirements. Changes require
theinvolvement of Information Technol-
ogy (IT) resourceswhich typically result
in time consuming and expensive modi-
fications. Thistype of systems environ-
ment has been in place since the late
1960s and continuestoday in many utili-
ties across the nation.

Inthe early 1980s, the utility indus-
try began adow processof evolving from
its meter, premise and account focus, to
acustomer oriented environment. Within
this environment, staff are expected to
o embrace and delight the customer with
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Current Utility View

exceptional levels of service exceeding
anything the customer has ever expected
of the utility. The core business cycle of
interaction, service, usage, hilling, pay-
ment, revenue and collection remainsun-
changed. However, the utility now views
the customer asasingleentity rather than
a series of unrelated transactions or ac-
counts. This view becomes even more
important as retail markets open, distri-
bution utilities are driven to unbundle
their business (i.e. generation, transmis-
sion, distribution, metering, etc.) and are
restricted in what services they may or
may not offer to their customers. Retail-
ersarerequired to analyze customer data
aswell asreposition the company’s mar-
keting campaigns and offeringsin order
to target appropriate end use customers.

To stay in business, it is important

for utilitiesto develop strategiesand ini-
tiativeswhich focus on reaching the cus-
tomer. The CIS and related e-Business
initiatives are critical in supporting the
moveto atarget view as presented in the
followingtable.

The Customer’s Viewpoint

Customers have maintained a rela-
tively low level of interestintheir utility.
They contacted the utility only when they
had a problem or acomplaint. Thisview
has changed dramatically as customers,
driven primarily by price and conve-
nience, are being forced by market de-
regulation and an increasing percentage
of their household budget spent on the
commodity, to pay more attention to their
utility.

Historically, customer expectations
have been minimal and easily met by the

Target Utility View

utility. As aresult, the majority of utili-
ties pursued a “follow the customer”
market strategy, reacting to what custom-
ers wanted in the way of products, pro-
grams and services. In the pagt, it has
taken a utility 20 to 24 months from the
timeanew ideawas born until the utility
wasabletoimplement and offer the prod-
uct or service. Today thetimeframeises-
timated to be 9 to 12 months. Industry
experts indicate new products and ser-
vices should be introduced within 3
months, or competitive advantagewill be
lost. Asaresult, utilitiesaremoving to a
“just in time” market strategy alowing
them to quickly react to customer de-
mands. They rely primarily on the cus-
tomer to drive the demand path for new
products, programs and services. How-
ever, afew utilitieswill invest heavily in
order to drive a cus-
tomer demand path.
Some will be success-
ful inleading customer
demand while others
will offer products off
the customer demand
path.

In any event,
change within the util-
ity is overwhelming.
Utilitiesfind they must
overhaul many aspects of the organiza-
tion in order to move to a customer-cen-
tric environment. Utilities cannot ignore
e-Business initiatives which allow the
utility to improve customer satisfaction,
provide customer optionsfor interacting
with the utility and lower their operating
costs. Today the primary focus of many
utilities is on Business to Customer
(B2C) initiatives, while most bottom line
gains are being achieved in Business to
Business (B2B), and Business to
Workforce (B2W) initiatives.

Business to Customer (B2C)
Initiatives

Generally, customer interest in util-
ity websitesremainsrelatively low. How-
ever, for utilities to offer more competi-
tive prices they must reduce the costs
associated with providing customer



service. Inother industries, organi zations
have realized as much as a 92% cost re-
ductionin providing online customer ser-
vice versus serving a customer over the
counter in branch offices or walk-up lo-
cations. Compared to these other indus-
tries, utilities find fewer Internet users
typically due to apathy associated with
switching energy suppliers. Additionally,
many utilities have closed downwalk-in
customer service facilities, relying in-
stead on call center and direct mail to
communicate with customers. While
thereisaclear trend toward onlinetrans-
actions and movement away from
hardcopy hills to electronic bill presen-
tation and payment (EBPP), consider the
following:

B Today, bill payment and transaction
mail still representsalmost half (49.1
percent) of all first-classmail inthe
United States.

Bl Thenumber of U.S. households ex-
pected to use EBPP is projected to
increasefrom 7.8 millionin 2002 to
44.5 million by 2006.

B Today, direct biller sitesaccount for
83 percent of bills viewed online.
This s predicted to drop to 60 per-
cent by 2006, when 40 percent of
billswill beviewed at consolidators
sites.

B Paper checks currently comprise
only about 60 percent of all pay-
ments made in the U.S,, which is
down significantly from the 85 per-
cent share they held in 1979.

B Anestimated 30 billion payments a
year are now made electronically in
the form of credit/debit cards and
Automated Clearing House (ACH)/
Electronic Funds Transfer (EFT)
transactions.

B While organizations are moving to
provide customers with multiple
channels of communication includ-
ing telephone, web, e-mail, fax, web
collaboration, text-based chat and
voice over |P, there remains a con-
tinued emphasis on direct mail.

Top performing utility web sitespro-
vide customers with the following B2C
capabilities.

B Ataminimum, utilities provide cus-
tomerswith the ability to view basic
account information viathe Internet.

. ImE
A few utilities have extended thisto
self customer servicefor itemssuch
aschanging service plans, selecting
the day of the month to be billed,
generating a service order or sign-
ing up for new productsand services.
Provide energy and consumption
based information alowing the cus-
tomer to obtain real-time pricing
data and to monitor hourly energy
consumption.
Support for online energy market-
placesallowing for energy purchases
by large commercial and industrial
customers.
Provide for hardcopy bill present-
ment as well as online presentation
and viewing of the customer hill.
Thisisbeing accomplished through
Internet bill presentation, electronic
bill presentation, and e-mail bill
based presentation.
Utilities provide the customer with
multiple options for paying the bill

including traditional methods such
as mail-in, lock-box, walk-in, pay-
ment stations, and third party pay-
ment agents. Additionally, the util-
ity ismoving toincorporate payment
via the Internet, electronic media,
automatic bank account debit, credit
cards over the telephone, and hill
payment kiosks.

Thefollowing scenariosaretypically
found when considering e-Business ini-
tiatives in conjunction with legacy bill-
ing systemsand ClISinitiatives.

Extend Legacy Billing With
e-Business Capabilities. The
utility retains the legacy billing
system and devel ops e-Business compo-
nents to extend the capabilities of the
legacy hilling system. There are numer-
ous examples of a utility enabling elec-
tronic bill presentation and payment ca-
pabilities through the use of third party

software, or extended payment
continued on page 10
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CIS and eBusiness continued

capabilities such ascredit card payments.
A new CISis not required to enable e-
Business and enhance customer service.
These extended capabilities must be
taken into consideration by any subse-
guent CISinitiatives. In some instances
the extended e-Business componentswill
need to be replaced with other offerings
which aremoreintunewiththenew CIS
solution.

Implement New CIS and e-

Business Capabilities. Many

times, justification for anew CIS
isattributed in part to theinability of the
legacy billing system to adequately sup-
port and promote various e-Businessini-
tiatives. In these instances, online cus-
tomer service, account management,
electronic bill presentment and payment
are promoted as benefits to be realized
as part of the ClSinitiative. Frequently,
thecost intimeand money of implement-
ing these extended CI S capabilitiesat the
same time the core CIS is replaced are
underestimated and may ultimately be
pushed to a subsequent phase.

Implement New CIS Followed

By e-Business Capabilities.

Similar to item 2, the utility rec-
ognizes the need to replace the legacy
billing system with anew CISin order to
provide a solid platform for the devel-
opment of e-Business initiatives. Al-
though the utility frequently views e-
Businessascritically important to thefu-
ture of customer service, they realizethe
significant risk associated with imple-
menting anew ClSand work to minimize
risk by implementing and stabilizing the
core CISasquickly aspossible, then fo-
cusing ontheimplementation of extended
e-Business capabilities in subsequent
phases.

In some instances, the CI S replace-
ment effort isrestricted in termsof thee-
Businessinitiativesit can pursue. Many
times, the utility isdevel oping an overall
e-Business strategy at the sametimethe
new CISisbeing implemented. If thisis
the case, the team is often restricted in
terms of the e-Business initiatives to be
considered. For example, the bigger pic-
ture of how the new CIS will operate
within a city’s overall e-Business strat-
egy will incorporate a customers ability
to pay their utility bill, pay their traffic
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ticket, register for aparksand recreation
program, enter a solid waste pickup re-
quest, view the status of a building per-
mit, pay alibrary fine, and much more.

Business to Business (B2B)
Initiatives

B2B transactions represent a utility
doing businesswith itssuppliers. Experts
predict that by 2004, 10% of all B2B
transactions will be conducted via the
Internet. What isdescribed as Electronic
Invoice Presentment and Payment or
EIPP is expected to surpass EBPP B2C
transactionsin the long-term. Currently,
whileonly 10% of Fortune 1000 compa-
nies have adopted B2B EIPP compared
to 13% for EBPP, thisisexpected to grow
to nearly 40% for EIPP compared to 27%
for EBPP during the same time period.

Industry expertsindicate that while
opportunities exist for both EBPP and
EIPP vendors, the future looks brighter
for B2B ElPPrather than B2C EBPP. For
utilities, this requires emphasis in the
areas of e-Procurement and interaction
with suppliers and e-Choice represent-
ing interaction with the wholesale and
retail commodity markets. Many times
these initiatives are considered outside
the scope of the new CI Sreplacement ini-
tiative and may be treated as a parallel
effort or aphase 2 initiative.

Business to Waorkforce
(B2W) Initiatives

Many B2W initiatives are consid-
ered as interface or integration pointsto
anew ClSinitiative. Examplesof aB2W
initiative includesthe following:

e Distribution Management.
Implementation of awork manage-
ment system or field automation sys-
temwhich requiresintegration to the
ClISfor service work and customer
information.

e Outage Management. Imple-
mentation of an outage management
systemwhich requiresintegration to
the CIS for customer information
and the work management system
for work information.

e Human Resource Manage-
ment. Frequently considered out-
of-scope from a CI S perspective, a
primary areaof I nternet enablement
involves human resources, payroll,

and benefits management.

e Document Management. Imple-
mentation of a document manage-
ment system which may includethe
automation of all customer corre-
spondence for online access and
retrieval.

The benefits of work force automa-
tion, streamlined workflow and resource
optimization make B2W initiativesvery
attractive to utilities looking to increase
efficiencies and manage operating costs.
However, many utilities have found try-
ing to implement anew CIS at the same
time as a major work management or
field automation system has proven dif-
ficult to manage and staff to asuccessful
outcome. The need to plan, prioritize and
resource competing B2C and B2W ini-
tiativesis critical to the success of these
projectsand the overall health of theutil-
ity.

Regardless of where your utility is
inimplementing an e-Businessinitiative
or anew CIS, consider the following:

* Anoverdl e-Businessand ClSstrat-
egy must be created for the utility as
awhole. Thevalue of any initiative
should demonstrate asignificant re-
turn on investment and be measured
in terms of customer convenience,
process improvement, cost reduc-
tion, revenue enhancement and util-
ity differentiation.

e Many utilitiesimplement e-Business
and CI S solutions without address-
ing other key aspects such as pro-
cess, strategy, organization, and
staffing. Injecting new technology
without addressing these other areas
resultsinthe utility obtaining alower
return onitstechnology investment.

* Tomakee-Businessand CISinitia
tives work, technology staff, busi-
ness users, customer focus groups,
suppliers, and executives need to
work together to define objectives
and requirements in order to make
the technology investment pay off.
Ataminimum, utilitiesmust follow

thesethree essential elements; otherwise

they risk losing customers, minimizing
revenue and wasting technology invest-
ment.
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