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EXECUTIVE SUMMARY


The Southern Company is a utility holding company headquartered in Atlanta, Georgia.  It is composed of the following investor-owned utilities: Georgia Power, Alabama Power, Gulf Power, Mississippi Power, and Savannah Electric.  The investor-owned utilities are regulated by the Federal Energy Regulatory Counsel (FERC), and by the appropriate State Utility Regulatory bodies.  In addition to the regulated portions of the business, the following are also a part of Southern Company: Southern Energy Incorporated, Southern Nuclear, Southern Communication Services, Southern Company Energy Solutions, and Southern Company Services.


The Georgia Power Company, where I spent my fellowship, is a vertically integrated utility company composed of generation, transmission, distribution, and customer service segments.  It serves over 1,750,000 (at end of 1996) large industrial, commercial, and residential users.  During 1996, its peak load reached 12.9MW (summer), 0.7% increase over 1995.  It employs approximately 11,000 people in 17 regions throughout Georgia.


Throughout the United States, utility companies are facing a period of re-regulation, much the same way the telephone industry was restructured beginning in January 1984. The impetus comes from the rising cost of energy, and lawmakers desire to use competition to foster a reduction in utility rates similar to what has been seen for users of telecommunications services.


Both Southern Company and Georgia Power executives recognize that it would be foolish to wait until re-regulation is upon them before preparing for whatever changes in the business environment this creates.  Instead, they have recognized the importance of starting now to define the company’s strategic direction and to influence, to the maximum extent possible, the way re-regulation unfolds for utilities in Georgia. The catalysts for this change are the senior executive leadership of both the Southern Company and Georgia Power.  They very much want to be on the forefront of this process.  At this time, there is no ‘burning platform’ for re-regulation and competition in the Southeast, largely because of the relatively lower utility rates in the area.  


Southern Company and Georgia Power are meeting the challenge using three broad strategies: 1) standardizing and centralizing Information Resources (IR) services (Southern Company), 2) undertaking a massive process improvement study called COMPIS (Georgia Power), and 3) diversifying the non-regulated portion of the business both geographically and functionally (Southern Company).  Also, Georgia Power undertook a large downsizing effort in 1995 that is still affecting the company today.


In addition, during the summer of 1997, a technology initiative team was specifically tasked to develop a plan for use of technology within Georgia Power’s Customer Operations group.  Customer Operations makes up about 50% of Georgia Power employees and includes all employees statewide who read meters, install and repair service, and act as Customer Service Reps in both call centers and local offices, among other duties. This plan was to have a short term (defined as 2 to 3 years) and focus on available technology.  That is, it was to focus on technology that did not require development.  


During my fellowship, I was assigned to Customer Operations within Georgia Power Corp.  I participated in a technology planning project and a process review project, both of which lasted for roughly 80% of my fellowship (Oct 97 - May 98).  I spent some time with regional offices to familiarize myself with field operations (meter readers, line crew, engineers, etc.)  I also spent some time working with the Information Resources group of Southern Company Services to familiarize myself with the Southern Company’s IR structure and policies.


As a result of my experiences at the Southern Company, the following are some implications for DOD:  

1) Consider carefully the implications of outsourcing.   Just because someone doesn’t carry an M-16 doesn’t mean his or her job (whether civilian or military) is not a core competency and should be outsourced.

2) Processes must be reviewed prior to automation.  Many times managers both inside and outside DOD view automation and technology as a panacea for broken processes. 

3) The Department of Defense must continue to reinforce the idea that jobs are no longer “guaranteed for life.

4) Performance Incentives. The Department of Defense uses a performance management system that rewards individual performance over team performance. It is imperative that organizations force employees to focus on a shared set of organizational goals.  The only way to accomplish this is to place these goals in individuals annual performance plans and tie incentive pay directly to the successful accomplishment of these goals.
5) Information Technology Management.  Within the services we have large organizations devoted to providing Command, Control, Communications, Computers, and Intelligence (C4I) services to the fighting forces that in some cases are duplicating efforts at the joint level.  If this duplication could be eliminated, resources could be concentrated better at providing better C4I services to the war-fighting forces. 
6) Risk/Innovation.  There has been much written on the subject of risk and innovation in the military.  In such areas of DoD as Acquisition Reform, much is made of the need to accept ‘out of the box’ thinking and to accept a certain amount of failure as necessary to encourage innovative thinking. Most Program Manager’s know that failures, even minor ones, will not be tolerated.   A change to encourage prudent risk-taking must be top-down driven in order for those mid-level managers to feel comfortable that mistakes will be tolerated.

My fellowship at the Southern Company was of great personal and professional benefit to me and, I believe, to the company as well.  This exposure to one corporation’s way of doing business has given me a foundation for my future contributions to the Navy and the Department of Defense.  It has also shown me that there are more similarities than differences between the DoD and most large corporations.
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DESCRIPTION OF FELLOWSHIP ACTIVITIES


During my fellowship, I spent the bulk of my time working in the Customer Operations Division of the Georgia Power Corp.  I participated in a technology planning project and a process review project.  I spent some time with regional offices to familiarize myself with field operations (meter readers, line crew, engineers, etc.)  I also spent some time working with the Information Resources group of Southern Company Services to familiarize myself with the Southern Company’s IR structure and policies.


In addition, I attended three training courses: a) “Student of the Business:”- a basic overview of Southern Company with emphasis on the pending re-regulation and its expected impact, b) “Competitive Energy Markets: A Strategic View” - an overview of competition in the utility business which included a computer simulation game of the likely scenario involving energy trading as a commodity, and c) “Leading Empowered Leaders” - a leadership training course for managers (at least one level above first line supervisor.)
CONTENT


This paper will cover the activities of my fellowship as they relate to the fellowship program’s objectives, the issues I uncovered, their relevance to Department of Defense and the U.S. Navy, and suggestions for their application.  
BACKGROUND OF SOUTHERN COMPANY


The Southern Company is a utility holding company headquartered in Atlanta, Georgia.  It is composed of the following investor-owned utilities: Georgia Power, Alabama Power, Gulf Power, Mississippi Power, and Savannah Electric.  The investor-owned utilities are regulated by the Federal Energy Regulatory Counsel (FERC), and by the appropriate State Utility Regulatory bodies.  In addition to the regulated portions of the business, the following are also a part of Southern Company: 



Southern Energy Incorporated - Consists of electricity generation and distribution, with assets located worldwide including but not limited to: England, China, the Philippines, Argentina, Chile, and the United States.  



Southern Nuclear - Nuclear Plant generating facilities in the Southeastern United States.



Southern Communication Services - A digital wireless communications system providing: two-way dispatch, phone services, paging, and data transmission.  Covers 120,000 square miles in the Southeastern United States.



Southern Company Energy Solutions -  Builds energy related businesses.  Develops, packages and delivers energy related products and services.



Southern Company Services - A separate group that provides common services to the rest of Southern Company, including the regulated portion, such as: Human Resources, Financial, and Information Resources.


Over the past five years, Southern Company has made a dramatic transition from regional electric utility company composed primarily of the five investor owned utilities to a global energy company with regional utilities in the Southeast and operations worldwide.  It is now number one in profits among the world’s electric utilities, the largest producer of electricity in the United States, and number four in worldwide in generating capacity.


STRATEGIC PLANNING AT SOUTHERN COMPANY


The Southern Company does not have a corporate department devoted solely to strategic planning.  Instead, it uses the Board of Directors to address the need to do strategic planning in a particular area or on a particular subject on a case-by-case basis.


Using this forum, Southern Company will identify areas and set up what the Department of Defense customarily refers to as ‘tiger teams’ to study the issue and make recommendations to the Board on how the issue should be handle.  These teams are drawn from existing resources and are very short term in nature.


Recently, however, the Board made the decision to set up a new office to address issues involved with the pending re-regulation.  This office has been set up at the Vice President level.  It is responsible for defining the company’s re-regulation strategy and recommending which parts of the company will be grouped into regulated and which will be in the non-regulated parts of the business after retail competition starts.  This group is also responsible for identifying and defining the ‘core competencies’ for Southern Company under re-regulation.  Currently, the company’s core competencies can be viewed as: 1)  managing the physical plant of producing and distributing electricity, 2) dealing with legislators and regulators (local, state, and federal), and 3) borrowing money to accomplish number 1.  How these core competencies change for the future will impact which businesses stay regulated and which do not.  It also impacts which parts of the current business stay in-house and which get careful consideration for outsourcing.

OVERVIEW OF GEORGIA POWER COMPANY


The Georgia Power Company, is a vertically integrated utility company composed of generation, transmission, distribution, and customer service segments.  It serves over 1,750,000 (at end of 1996) large industrial, commercial, and residential users.  During 1996, its peak load reached 12.9MW (summer), 0.7% increase over 1995.  It employs approximately 11,000 people in 17 regions throughout Georgia.  (See Appendix A.)

CHALLENGE FACING SOUTHERN COMPANY


Throughout the United States, utility companies are facing a period of re-regulation, much the same way the telephone industry was restructured beginning in January 1984. The impetus comes from the rising cost of energy, and lawmakers desire to use competition to foster a reduction in utility rates similar to what has been seen for users of telecommunications services.  In addition, there is a desire on the part of commercial customers to see their rates more accurately reflect the cost of providing them service.  It is generally accepted that they pay more and residential customers pay less than the cost of providing service.  The process of re-regulation is starting in the Northeast and in California, where electric rates are typically 10 to 20 percent higher than in the Southeast.  Until this re-regulation takes place, however, state regulators will manage the regulated portion of Southern Company utilities as utility companies have traditionally been managed.  That is, with strict controls on the allowed rate of return and an emphasis on management of physical assets such as power plants, substations, and power cables.


Both Southern Company and Georgia Power executives recognize, however, that it would be foolish to wait until re-regulation is upon them before preparing for whatever changes in the business environment this creates.  Instead, they have recognized the importance of starting now, three to five years in advance of re-regulation, to define the company’s strategic direction and to influence, to the maximum extent possible, the way re-regulation unfolds for utilities in Georgia.  In particular they want to help define the future of their industry under re-regulation, in terms of the ground rules for entry, the role of the incumbent in any particular area, what parts will remain regulated and by who whom.  They are especially interested in how the re-regulation of the gas industry, which will happen in advance of the re-regulation of the electricity industry, will impact them and their ability to compete in both markets without losing what leverage they may have as the principal incumbent in electricity.


The catalysts for this change are the senior executive leadership of both the Southern Company and Georgia Power.  They very much want to be on the forefront of this process.  At this time, there is no ‘burning platform’ for re-regulation and competition in the Southeast, largely because of the relatively lower utility rates in the area.  But, it will happen eventually.  So, rather than try to fight it and stave it off as long as possible, the company will attempt to influence its course to their best competitive advantage and in the way that most benefits their shareholders and customers. 


A certain amount of competition does exist in Georgia Power’s business.  This is limited however, to new business from certain classes of large commercial customers .  This business, referred to as ‘customer choice’ business was usually viewed as a must win business by Georgia Power.  Now, however, Georgia Power is not necessarily going after all customer choice business equally.  They are being more selective about which of these opportunities they pursue and, as a result, the overall profitability for these customers is much higher than it was in the past.

MEETING THE CHALLENGE

Southern Company and Georgia Power are meeting the challenge using three broad strategies: 1) standardizing and centralizing Information Resources (IR) services (Southern Company), 2) undertaking a massive process improvement study called COMPIS (Georgia Power), and 3) diversifying the non-regulated portion of the business both geographically and functionally (Southern Company).  In addition, Georgia Power undertook a large downsizing effort in 1995 that is still affecting the company today.

DOWNSIZING


In recent years, Georgia Power underwent a major re-organization and downsizing effort.  They reorganized into 17 regions, down from 37 districts headed up by Vice-President level executives.  They also conducted a major reduction in personnel, primarily through the use of early retirement buy-outs and a strict hiring freeze.  The result was a reduced infrastructure and a reduced payroll, but this was not accomplished without some long-term repercussions that are now starting to become apparent.  


Several problems are beginning to emerge.  One is that because of lack of hiring of line crew personnel, within the next five to ten years more than 50% of all line crew will be retirement eligible.  To compensate for this, Georgia Power has renewed its hiring at the entry level.  To reduce their training costs, they are doing this hiring through technology schools and some Junior colleges so that personnel who are hired have basic skills already in hand.

The second is that flattening of the organization at the region level has removed the incentive for employees to take challenging line jobs in the regions.   


Third, they are finding a great deal more competition for employees, particularly technically skilled employees, in Atlanta, because of regional growth and the presence of new employers that pay more.  To counter this, they are making more extensive use of a one-year professional development program for recent college graduates with a guaranteed job upon successful completion of the program.  They are also making more use of a co-op program for college students, again with a guarantee of a job upon graduation.  This requires Georgia Power to be more selective of who they enroll in these programs, but overall the quality of personnel I have seen is very high.


They are also reviewing methods they can use to keep current employees, including: 1) use of incentives in contracts for new employees, including ‘no compete clauses’ to prohibit employees from working for their competition should they leave the company, 2) paying for graduate school for current employees, and 3) allowing managers more latitude, within the salary band for a position, for a new employees starting salary.


Fourth, they are finding that current employees lack the computer skills to use the new technology planned to make their jobs easier and more automated.  This is being addressed through offering a basic computer skills course for current employees and through making a certain baseline level of computer literacy a job qualification for new hires.  This latter initiative is currently in the planning stages.

INTERNAL REORGANIZATION OF INFORMATION RESOURCES (IR)


In the past, each of the five operating companies’ of the Southern Company had its own separate information technology organization and network.  They were as different as night and day.  In mid 1995, the decision was made to consolidate the organizations and integrate the network into one Southern Company wide enterprise network.  This is referred to as the ‘internal merger’ of IR. 


Now, Southern Company has a Chief Information Officer (CIO), and each geographic region has a ‘regional CIO’ who reports to both the Southern Company CIO and the appropriate operating company CEO.  They are responsible for interfacing between the operating company and the CIO.  This regional CIO is not, however, responsible for the network itself.  A separate operations group within the CIO’s organization (see Appendix B) handles this.  The purpose of this internal merger was to streamline operations, cut cost by eliminating the duplicative organizations, begin the process of installing a standard desktop environment throughout Southern Company, and facilitate planning for the Year 2000 efforts (called the ‘Millennium’ project at Southern Company).  This standard desktop environment will not be completely in place until spring of 1999.  

In the fall of 1995, IR undertook what they referred to as a ‘market test’.  This was an effort to compare their cost of providing IR services with what an outside vendor could provide.  The promise was made that any part of the IR organization that could not be cost competitive with an outside vendor would either be fixed to be competitive, outsourced, or eliminated if necessary.  


The result of this market test was that some client services work (installation of equipment, primarily) was outsourced, but the basic operation of the network remained in house.  This decision was made even though some functions kept in house compared unfavorably to the cost of an outside vendor.  The key driver was the lack of a standardized desktop architecture.  Most of the vendors that responded to the request for proposal cited the lack of a standard architecture as a significant barrier to the ability of anyone to provide efficient, cost-effective service.   

As a result, the company undertook several steps to standardize the network architecture and improve service.  The first step, the Home Run project, is the standard desktop environment that the Southern Company began implementing in 1997 and which they will complete in the spring of 1999.  This is a Windows NT based client-server environment that uses Microsoft Office 97 as its common base for office applications.  It also uses the Microsoft automated management system.  This allows the Customer Call Center, called the “SPOC” for Single Point of Contact, in Birmingham, Al to remotely take control of a users desktop to troubleshoot, diagnose, and repair user problems.  Their goal is to resolve 85% of problems with one call.  This call center was stood up in the fall of 1997 and will reach complete final capability May 1998.  It also allows the automatic updating of certain software programs from the network-operating center.  This is expected to cut down on the number of visits required by IR field service personnel and, hence, costs. 

In addition, there is a desire on the part of Southern Company to use only one application for everything from ordering supplies to managing trouble calls (outages).  Attempts to completely standardize the desktop and pick one best of breed for all common applications that can be used across the Company will, of necessity, be a long arduous process.   “One way; the Southern Way”, is, however, the ultimate goal.

COMPIS PROJECT


The most significant project I participated in while at Georgia Power was the COMPIS project.  COMPIS is an acronym that stands for “Customer Operations and Marketing Process Improvement Study”.  Its purpose is to provide an operational vision for the next three years that focused on three key areas: 1) external customer touch/interaction, 2) system reliability, and 3) business systems integration.  The purpose was to beef up the company’s customer service culture, while at the same time maintaining its existing core competencies.  The goal is to improve process effectiveness today and enhance Georgia Power’s ability to retain current customers, who now have no choice, when they do have a choice.  To do this, Georgia Power must identify those behaviors that customers want and concentrate on them, while eliminating as much as possible those behaviors that customers consistently report as negative.  The model used to carry out this study is portrayed in Appendix C.


The team members chosen to participate in this project were selected from the middle management ranks (one to two levels below that of Vice President).  They were selected based on their reputation within the company as people who were dynamic, take charge types who were in touch with the changes that the company needed to undergo over the next few years and who also had credibility within the company as people who would get things done.  In short, they were the people that the executives felt were the most key who needed to be on board with the process in order for it to succeed.  They became the change agents for the COMPIS effort, and they will be the keys to Georgia Power’s readiness for re-regulation.


Interestingly enough, some of the key people were not initially convinced that senior management was serious about using recommendations that came out of this project.  They assumed that results would be discounted and that any actions taken would be ones that had been planned all along.  COMPIS would just be used as a framework to sell them to employees.  This turned out to be untrue.  Senior management is committed to serious consideration of COMPIS results.


COMPIS took place over two distinct phases.  Phase I was completed in one month and consisted of a five team effort to map all existing high level processes in five key areas.  These areas were: 1) plan and manage business, 2) manage corporate image, 3) market and sell service, 4) establish and deliver service, and 5) provide customer service, metering, and billing.  In order to complete this portion in the short time allotted, participants were instructed to only drill down only to that level of detail that showed what the major customer interface points were, and then concentrate on mapping in detail the elements of those processes.


As a result of this effort, five key ‘solution areas’ were identified for teams to consider in detail in Phase II.  Phase II tasking was to take these solution areas and develop specific action plans address these issues.  The issue areas were: 1) Georgia Power Company culture, customer focused measures and brand image, 2) Business planning and goal setting, 3) consistent service delivery across regions, 4) proactive customer communication on service delivery and reliability, and 5) accurate billing and call response time.


In this phase, the teams were charged with developing solutions in this area that would increase the company’s focus on customer satisfaction and prepare it for the coming re-regulation.  Further, there had to be clear, positive benefits to these actions.  They could not be money losers.  Senior management recognized, however, that the benefit to doing some things that increased customer satisfaction was not necessarily measured in terms of decreased employee head count or other standard ‘cost/benefit’ measures.  In fact, one of the ground rules was that COMPIS was not to be interpreted as an excuse for another downsizing.  Reducing the total number of employees was not to be considered as an option, though re-organization to include change of job function and/or work location was acceptable.


Additionally, while it was viewed that technology solutions could be effectively used to streamline operations and accomplish some customer contact items automatically rather manually, it was also made clear that technology solutions were also not a trade off for personnel costs.  Instead, they are viewed as a way to accomplish customer service related functions that cannot, at the present time, be done.  These include: automated calling of customers to inform them of status of outages, automated isolation and tracking of power outages, paying of power bills by credit card or direct debit (at no cost to the customer), automated dispatch of work to field personnel.


Isolation and tracking of outages is particularly key to Georgia Power’s ability to compete effectively in the future.  Presently, large utilities depend on customers to help them isolate power outages to the particular substation, transformer, or cable that is bad.  This is because their systems are too large to track with an automated database.  With the increased power and capacity now available in desktop computers tied to central databases, it will soon be possible to do this.  Then, Georgia Power will be able to more proactively deal with the key solution areas for the COMPIS project.


Georgia Power is currently planning for the implementation phase of the COMPIS project.  Responsibility for implementation of each solution area has been assigned to a high level executive (Vice President or above).  Each executive’s performance plan for the year has been revised to include the COMPIS recommended actions as objectives.  Compensation has been tied directly to realization of these objectives.  When executive management was briefed on the results of the project, they were very supportive of all the recommendations.  

I expect that most, if not all, of the recommended action items pertaining to systems and hardware will be implemented.  What I am less sure of is the company’s ability to change employees’ attitudes toward their jobs in advance of retail competition.  This corporate culture change is vital to Georgia Power’s ability to compete in the re-regulated market place, and it is possible that no amount of preparation is going to be adequate.  

BUSINESS DIVERSIFICATION


Just two years ago, the Southern Company could have been described as a regional utility company with a handful of international projects.  These handful of projects were not a significant part of the business.  Indeed, they were considered by some to be a ‘side business’ or a hobby.  Now, the Southern Company must be considered a true global energy company with regional utilities and operations worldwide.  No longer just a sidelight, Southern Energy Incorporated and Southern Company Energy Solutions portions of the business are its fastest growing parts.


The strategy behind business diversification is part of the overall Southern Company strategy to: 1) retain customers by driving cost down and customer satisfaction up, 2) achieve growth by entering new markets in U.S. and worldwide, and 3) leverage strong reputation nationally.  Eventually, the goal is to have Southern Company recognized as an energy brand nation wide and worldwide.  By the year 2002, the company expects to receive one-third of its profits from foreign operations and new U.S businesses.  (reference 10)


In North America, Southern Company Energy Inc. is involved in Marketing and trading energy, operating electric generating facilities outside its tradition Southeast service areas, and seeking large commercial, industrial, and government customers nationwide.  The energy involved is not just electricity, either.  Southern Energy is involved in both electricity and gas.  It is possible that eventually they will be expanding to all utilities.  Specifically, Southern Energy is involved in gas, because are demanding expertise in both areas from one supplier and to position itself as a total energy provider that can provide economies of scale to its customers.


Internationally, Southern Energy is involved in energy markets in England, Pakistan, China, the Philippines, Germany, Chile, Argentina, and the Caribbean.   This serves two primary purposes.  First, it allows entry by Southern Company into areas of the world where there is already competition.  Two, it allows entry into some of the fastest growing energy markets, in terms of energy use, in the world.  The North American market is basically a mature market in terms of amount of energy used.  Asia and Eastern Europe, however, are the worlds fastest growing economies and their use of energy is expected to rise astronomically.  


It is the view of most industry watchers that a strictly regional approach to dealing with the re-regulation of the energy market will result in a company’s being non-competitive in the re-regulated market.

OTHER ITEMS OF INTEREST

TECHNOLOGY PLANNING

The second major project I was involved with was the production of a technology plan for Georgia Power’s Customer Operations group.  Customer Operations makes up about 50% of Georgia Power employees and includes all employees statewide who read meters, install and repair service, and act as Customer Service Reps in both call centers and local offices, among other duties.  Approximately two years ago, the Executive Vice President of Customer Operations formed 9 Initiatives, one of which deals with technology.  This team was formed to explore ways to achieve a competitive advantage through the appropriate use of technology, including information technology.  During the summer of 1997, this team was specifically tasked to develop a plan for use of technology within Customer Operations.  This plan was to have a short term (defined as 2 to 3 years) and focus on available technology.  That is, it was to focus on technology that did not require development.  


Prior to this time, longer-term technology issues and initiatives had been dealt with at the Southern Company level in a series of documents called ‘Strategic Systems Plans.’  These had a focus that was ten years in the future, and assumed that Southern Company had successfully met the Millenium challenge and finished the Home Run project.  From a customer operations perspective, there are significant challenges to be faced in the next three years as Home Run is completed and the company prepares for full retail competition.


The Purpose in preparing this plan was to establish an overall, comprehensive plan for technology within Customer Operations that will allow us to:


1. Ensure that service needs are being articulated, prioritized, and met.

2. Prioritize expenditures of resources on technology

3. Assure technology expenditures fit with future state vision

4. Better utilize the current investment in technology to achieve a competitive advantage.


To do this, we needed to collate anecdotal information on the use of technology in the field, identify any areas where technology is being misused, identify processes that can be improved with respect to technology, and identify specific technology needs that are not being met.  From this information, specific recommendations were developed, prioritized, and presented to the Georgia Power Executive Management team.  The model used to prepare this plan is the same as that used in the COMPIS project (See Appendix C.)


In addition to the anecdotal information already available, a survey was developed to gather data in five general areas that were identified as being significant for technology in Customer Operations.  These areas were 1) Technology Philosophy and Goals, 2) Cost and Billing, 3) Communications (radio, pager, etc.), 4) Desktop/Workstation, 5) Training, and 6) Systems and Data (principally covering software applications).  


  The assumptions that were made were: IR initiatives are expected to bring benefits to the business and to IR; strategic systems plan identifies long term technology issues; plan will have a retail business unit view with 3 year window; we must better utilize our current investment in technology; we must assure technology fits in with where we are headed as a company; we must prioritize our technology expenditures; we must ensure that our service needs are being articulated, prioritized, and met;  Customer Ops/Marketing must have a ‘seat at the (IR Decision making) table’.


The high level issues identified were: 1) inadequate technology training, 2) lack of clear definition of roles and responsibilities between technology services providers and users of technology, 3) major problems with internal procedures for billing for technology services, 4) need for standard application development and implementation process for technology products, 5) need for more support personnel in the field, and 6) need for a more integrated technology planning process within Customer Operations.


The major conclusion reached as a result of the process of developing the technology plan was that effective use of technology would be critical to the success of Georgia Power both now and in the future, but that technology planning was not effectively integrated into the business planning process.  There is, therefore, a need for a more coherent and coordinated way to deal with ongoing technology issues.  This process must do many things, most significantly prioritize technology issues, proactively deal with technology issues, and ensure that technology is not treated as an ‘afterthought’.

To accomplish this, a clearer focal point for technology issues will be established within Customer Operations, and it will concentrate on region, field related issues.  Two additional full-time positions have been authorized to coordinate the myriad technology issues that the technology planning process has identified.  In a time of increasing concern over costs, the willingness of senior management to devote additional resources to technology is indicative of the success of Customer Operations Support Personnel in framing the issues in clear business impact terms.

YEAR 2000 PROJECT/MILLENIUM

A conservative estimate (based on research done for both the market test and the Year 2K project) is that the number of different applications currently in use across Southern Company numbers in the thousands.  Mitigating all these applications for the year 2000 problem is clearly impossible.  Southern Company’s approach, therefore, was to rank the applications in priority for mitigation according to impact on the core business, use outsourcing to save money on the re-coding itself, and upgrade rather than replace products when possible.  This cut the initial estimate for Y2K related mitigation work by over 50%. 



To a certain extent, the Year 2000 is both a help and a hindrance to the effort to implement ‘one way, the Southern way’.  It is a hindrance because it puts enormous pressure on the IR staff to make the Home Run project work by a certain date.  It forces the project to be schedule rather than event driven and could raise the probability that significant mistakes will be made in order to meet that schedule.  Southern Company is working hard to avoid this, and I believe they will be successful.  Their target date to complete Home Run leaves them slack to meet unexpected obstacles.



It is a help, because many of those thousands of applications will die a natural death because they will not be retrofitted to work after January 1, 2000.  As the 2 largest of the operating companies, Georgia Power and Alabama Power will generally be the key players in any decision to pick a standard application for a business related function.  

 PROCESSING EMPLOYEE EXPENSES AND BUSINESS PURCHASES
Georgia Power has recently transitioned from a system where employees spent their own funds up front for company business to one where they rarely have to do this.   The Georgia Power Purchase Card is a specialized commercial credit card via Master Card that allows employees to chare certain business expenses, within predefined limits, and have the company pay directly.  This removes the requirement for employees and their company to process travel claims.  It places the oversight of what employees spend where it belongs: at the individual employee’s management level.

Additionally, Georgia Power routinely uses a process called ‘master billing’ when groups of employees are travelling to a common site for business.  This allows the company to arrange for lodging and meals at a favorable rate and pay one bill for all involved employees.  

The oversight involved to implement these systems is far less than that involved in processing expense accounts and travel claims.

SOUTHERN COMPANY EMPLOYEE DEVELOPMENT


Southern Company runs an in-house internal training department called Southern Company College.  It is headquartered in the main building in Atlanta, but most of its courses are held at the Aberdeen Woods Conference Center in Peachtree City, GA.  This facility is approximately 25 miles south of downtown Atlanta and is a self-contained facility run by the Marriott Corporation as a training site. 


The company teaches a wide variety of courses using this vehicle, including basic business courses (finance, communications, sales, and leadership), courses on the utility industry, and courses on personal development courses such as public speaking.  


Southern Company uses the vehicle of the Southern Company College to provide a standardized product to its employees and generate a common mindset of shared values using empowered leadership theories from industry experts such as: Marshall Goldsmith, Harvey Robbins, and Dave Ulrich.   

CORPORATE CULTURE CHANGE

Georgia Power is making a painful long-term change from a company one joined for life to a company, which is performance based, but still a close-knit family.  This is a major change in the psychological contract the company has with its employees.  The company has made it clear that it does not plan to do any more cost cutting via wholesale downsizing.  They have, however, also made it clear that all jobs are subject to change in terms of their description, location, hours, etc.  This will require a great deal more flexibility than some employees may be used to.  As Georgia Power implements some of the COMPIS project recommendations concerning uniformity of procedures in the field activities, institutes a uniform for line crew, meter readers, etc., and centralizes certain billing and customer service functions, the amount of change involved may be unacceptable to some employees.  I expect that if this causes natural attrition to occur that Georgia Power management will use this as an opportunity for further streamlining of the organization. 

Up until now, the performance management system at Georgia Power has been heavily weighted on one thing: the Return on Equity (ROE) performance of the Southern Company.  Each employee also has an individual work plan and his/her overall performance rating was determined in large part by how well they accomplished the objectives of this plan.  However, their performance bonus was much more dependent on the ROE than on anything else.  As a result of the COMPIS effort, this is being changed to focus on customer service goals and team goals in addition to ROE and individual performance.

ACCOUNTING SYSTEM CHANGE
The accounting system in use at most regulated utilities is based on a concept known as asset management.  Now changing to ‘activity based management’ system.  This requires that utilities develop the ability to track their costs of doing specific tasks, such as stringing new distribution wire to new customers, reading meters (with possibly a different rate for each type of meter or customer), disconnecting service, reconnecting service, billing customers, taking customers calls, etc.  This will allow the utility to calculate more precisely the cost of serving a particular customer and allow it set rates or prices accordingly.  In addition it will allow the company to better identify and control the costs of providing service, and do so by clearly defined customer segments.

IMPLICATIONS FOR DOD


Outsourcing.  Consider carefully the implications of outsourcing.  Many times we have heard the recommendation to outsource all “non war-fighting” jobs.  Before a prudent choice for outsourcing is made, we must consider what our true core competency is and what jobs are a part of that core competency.  Just because someone doesn’t carry an M-16 doesn’t mean their job (whether civilian or military) is not a core competency and should be outsourced.    

Automation.  Processes must be reviewed prior to automation.  Many times managers both inside and outside DOD view automation and technology as a panacea for broken processes.  A bad process will still be a bad process no matter how many computers we throw at it.  An excellent example is the DOD travel system.  We have worked very hard to streamline a system, but we have not changed the underlying premise.  That premise is a process that demands nit-picking oversight and micro-management of what an employee spends before we will reimburse that employee.  We may indeed have saved some money by reducing the number of checks printed and the number of travel advances paid, but we still have a two step process and legions of clerks scrutinizing travel claims.  The new system now in the process of implementation simply means they’ll now be doing them electronically.   

Instead, we should look at what Georgia Power and other corporations are doing to eliminate the travel claim process entirely.  The Government charge card for frequent travelers was a good first step, but it shifted the administrative burden to the individual employees while still keep low level clerks employed, in addition to requiring ‘interest free loans’ to the federal government by employees.  Originally it was designed to eliminate the requirement for large cash travel advances and provide an incentive to employees to file travel claims expeditiously.  It has deteriorated over time, because government travel offices now have no incentive to do their jobs properly the first time.   Additionally, employees are routinely paying their ‘Government’ charge card bills before they get reimbursed.  This is a major quality of life issue that is well understood, and a major waste of resources we could put to use on true operational/core competency  matters.  Unfortunately, we continue to tinker with ways to make a bad process better.  Instead, we must find a way to make a purchase card type system (like we have for supply purchases) and master billing system work within government to eliminate a great deal of ‘expense account’ paperwork and eliminate unneeded jobs.  THIS IS A MUST DO.  This will still require oversight, but an individual’s manager should do this oversight not a ‘travel office’.


Cultural Change.  We must continue to reinforce the idea that jobs are no longer “guaranteed for life.”  The corporate culture of DOD is very similar to that of Georgia Power in this area.  The notion of Georgia Power as a family that one joins for life is one that the company is working to change.  Many of the older (over 40 years old) workers feel cheated out of their perceived ‘right’ to their job.  This a common view held by senior military personnel and Civil servants, including senior managers.  Georgia Power is changing the psychological contract it has had with its employees from one of a ‘family for life’ to one of a ‘family of performers’ who must adapt to changing business circumstances.  We must change to this view within DOD.  Rather than relying on buyouts of senior people, because these only encourage employees to hang on and wait for that pot of gold, individual DOD organizations must re-invent themselves by reviewing what they do, why they do it, who does it, and where they do it.  In my opinion, all the tools that a DOD manager needs are available now within the military and civilian personnel systems.

As is happening at Georgia Power, this is an effort that must be lead from the top.  To do it effectively requires perseverance and dedication.

Performance Incentives.   The Department of Defense uses a performance management system that, like Southern Company’s, rewards individual performance over team performance.  Although we don’t have a Return on Equity goal, as does the typical corporation, neither do we have any unifying organizational goal that employees are striving for together.  The result, in my experience, is that most organizations are filled with individual fiefdoms that compete with rather than cooperate with each other.   It is imperative that organizations force employees to focus on a shared set of organizational goals.  The only way to accomplish this is to place these goals in individuals annual performance plans and tie incentive pay directly to the successful accomplishment of these goals.  At the present time, most employees in the Department of Defense have no true ‘team’ goals.   

Information Technology Management.  One of the major findings that resulted from my work on the technology plan was that the technology planning process was not effective within Customer Operations.  It appears to be fragmented between different units within Georgia Power Customer Operations, making it difficult for service providers to get a clear picture of what the most significant issues are and where resources should be focused.  This results in ineffective use of resources and a great deal of frustration for employees, especially those not a corporate headquarters.

The solution picked to address this issue (develop a focal point at the headquarters level to improve the technology planning process and hire two additional full time employees to work in the technology area) could be viewed as setting up a duplicative organization within the business unit.  Since Southern Company specifically tried to avoid that when they accomplished their internal merger/centralization of Information Technology, this could have become a very contentious issue.  However, it is recognized by both Customer Operations managers and the Southern Company CIO group that with the large amount of change taking place, hiring technology focused workers within the business unit is a valid short-term strategy.  These employees will primarily concern themselves with coordinating Information Service providers efforts within the field offices.  Thus, there is not expected to be any duplication of effort.

Within the services, we have large headquarters organizations devoted to developing, fielding, and managing C4I services.  This is true despite the fact that the Defense Information Systems Agency is charged with doing the same mission on a joint basis.  The individual services also have large organizations on their service chiefs staffs that do the same or very similar missions.  Although  each may focus on slightly different aspects of an issue, there is, in my opinion, a great deal of overlap and, hence, duplication of effort.  If this duplication could be eliminated, resources could be concentrated on providing effective, appropriate C4I resources to the fleet instead of on bureaucratic in-fighting.                                                                                          

Risk/Innovation.  There has been much written on the subject of risk and innovation in the military.  (Reference 11)  Like the DoD, Georgia Power has historically been a fairly risk averse organization.  As a regulated monopoly, Georgia Power has been managed in a conservative fashion with risk something to be avoided rather than identified and managed.  This has changed, particularly in the area of the non-regulated businesses of Southern Company.  But it is also changing in Georgia Power itself, where the COMPIS effort saw many fresh ‘out of the box’ ideas generated that, if successful, will payoff well in the future.  Some of them are risky, where the payoff can be expressed in subjective terms, but where a precise cost benefit in traditional dollars and cents is not yet quantifiable.  Yet, the COMPIS team leaders were able to make a coherent case that was accepted by executive management to go ahead with the suggestions.

In such areas of DoD as Acquisition Reform, much is made of the need to accept ‘out of the box’ thinking and to accept a certain amount of failure as necessary to encourage innovative thinking.  So far, however, we have not changed our way of doing business to significantly nurture innovation.  Most Program Manager’s know that failures, even minor ones, will not be tolerated.  Therefore, the conservative, risk avoiding strategy is the one still used.  As was pointed out previously, this change must be top-down driven in order for those mid-level managers to feel comfortable that mistakes will be tolerated.

CONCLUSIONS

My fellowship at the Southern Company was of great personal and professional benefit to me and, I believe, to the company as well.  This exposure to one corporation’s way of doing business has given me a foundation for my future contributions to the Navy and the Department of Defense.  It has also shown me that there are more similarities than differences between DoD and most large corporations.  

WORK PLAN AT SOUTHERN COMPANY
Aug 1997

-  Metro Southwest Region

Sep 1997

-  Southern Company Services- CIO/Information Resources 

-  “Student of the Business” course

Oct 1997

-  Leadership Conference - Athens, GA

-  Kickoff:  COMPIS Project

Nov 1997
-  “Competitive Energy Markets” course

-  COMPIS Phase I: map current high level processes

Dec 1997

-  COMPIS Phase I: map current high level processes

Jan 1998
-  COMPIS Phase II:  map future high level processes

Feb 1998
-  Technology Planning, gather data
Mar 1998
 -  Complete COMPIS Phase II

Apr 1998
-  COMPIS Implementation Planning
-  “Leading Empowered Leaders” course
May 1998
· Complete Technology Plan for Customer Operations
· Prepare Final Report and Brief
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