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The Future of E-Commerce 

Energy Business

By Matthew Worth 
and Patrick Penuel 

E-PROCUREMENT REDUCES processing
costs, improves Sarbanes-Oxley compliance and 
captures spending for future analysis.  Utilities started 
using Internet-based e-procurement on high-volume, 
low-dollar materials such as office supplies. Utilization 
has expanded beyond indirect materials to include 
business-critical items such as cable and meters.  
Industry leaders have embraced e-procurement with 
most spending at least $100 million yearly through 
this channel. Many have established vendor managed 
inventory (VMI) and auto-replenishment programs.  
Utilities continue to move toward the “single pipe” for 
transactions with Internet-based e-procurement.

E-sourcing improves the efficiency of the 
sourcing process and enables higher savings 
rates through the use of reverse auctions.  Leading 
utilities conduct all sourcing projects in e-sourc-
ing applications.  Reverse auctions are utilized 

for approximately 30 percent of utility non-fuel 
spending, including business-critical areas such 
as capital projects, vegetation management and 
transformers.  The latest e-sourcing applications 
include functionality for project planning, requests 
for proposals, auctions, contract management and 
supplier performance management. 

Services spending is typically the most frag-
mented and difficult to track for utilities.  E-com-
merce offers the opportunity to simplify commerce 
through supplier rationalization, transaction 
efficiency and contract compliance.  Many utilities 
have applied e-commerce in the area of temporary 
labor. On-line solutions are used to request, hire 
and manage contractor time and payment. Leading 
utilities are realizing value from project management 
systems that include on-line time collection, approval 
and invoicing. These systems are eliminating 
duplicate and non-compliant supplier billings.

Spending analysis software has improved to 
enable up to 80 percent automation of the process 
of categorizing spending. Reporting tools have 
advanced allowing better tracking of compliance and 
savings. A small number of utilities have embraced 
these systems, integrated them to their procurement 
systems and monitor the data on a monthly basis. 

In the future, technology will further expand into 
the financial settlement arenas to streamline and 
enhance cash management. The market will con-
tinue to evolve from point solutions to fully integrated 
software suites that enable utilities to manage sup-
plier relationship management (SRM). Companies 
are turning to on-demand computing instead of 
packaged or custom-built SRM applications.  

Knowledge management applications will include 
systems that leverage data for benchmarking, 
commodity tracking, supplier performance tracking, 
e-learning and category management. In the future, 
utilities will deploy highly trained workers that use 
fully integrated SRM software in the performance of 
strategic category management. This combination 
will enable utilities to realize greater bottom-line 
improvement from supply chain management. 

Matthew Worth is vice president of 
professional services at Perfect Commerce, 
The Woodlands, Texas, and Patrick Penuel 
is director of the company’s utility sector.

������
�������� ����������

����������������������������

To view any of these events, please go to 

www.energycentral.com/quicklink and type 

the quick link code into the quick link box.

OCTOBER 5 – 6
Gas Storage: Impacts of LNG
Houston

Quick link code: E12516

OCTOBER 9 – 14
2005 IEEE PES Transmission 
and Distribution Conference & 
Exposition

New Orleans

Quick link code: E11689

OCTOBER 16 – 19
Fall Transmission, Distribution 
and Metering Conference

Tucson, AZ

Quick link code: 12462

OCTOBER 25 – 28

Energy Marketing and Customer 
Service (EMACS) Conference

Miami

Quick link code: E12461

OCTOBER 27 – 29

Reliability Summit 2005
Arlington. VA

Quick link code: E12487

NOVEMBER 2 – 3

6th Annual Energy Venture Fair
Boston

Quick link code: E12228

NOVEMBER 7 – 8

7th Annual Financing US Power
New York

Quick link code: E11809
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