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So the Federal Government's efforts at outsourcing computer services are proving to be as big a debacle as its attempts to outsource its employment services. The promised savings, of $100 million or more a year, have all but disappeared in a miasma of unaccountability, something this Government has become extremely good at.
It seemed like a good idea. Get government departments to outsource their computer activities to a few large suppliers, and there would be major economies of scale. Computing would become a service, and a running cost rather than a capital expenditure item. Departments could concentrate on what they do best (whatever that may be).
That's the whole rationale of outsourcing, and it is why it has proved so popular in recent years. But it has generally worked in private industry – it is only in government that we see major problems. Why is this? We need to examine three things: the nature of outsourcing, the nature of information technology, and the nature of government.
Outsourcing is not new. It comes back to one of the oldest questions in life make versus buy. Is it cheaper and does it make more sense to make (or do) something yourself, or pay someone else to do it for you? The answer depends on many things – the skill and resources you can bring to bear, the costs, whether you like doing the activity, and so on.
This basic underlying principle is no different, no matter whether you are a busy family employing a housekeeper, a car maker buying somebody else's gearboxes, or a company or government department maintaining a computer system. Does it make more sense to do it yourself, or get someone else to do it? Like most things in life, the basic issue is really simple.
Now let's look at IT. Is it any different? Can the same basic principle be applied? Yes, and no.
Computer systems are very complex, and comprise many parts. When we are talking about outsourcing computer services, we are talking about a whole range of disparate activities. Just about everybody outsources computer training and hardware maintenance, for example, but hardly anybody outsources their strategic planning.
Between these two extremes there are many activities, such as applications development, software implementation, product evaluation, which many people outsource, and which many people don't. Some people outsource the lot, some people outsource a little, by hiring consultants or contractors to help them out.
This is known as IT services, and as computer systems have grown more complex they have become more popular. Services is now one of the largest areas in the computer industry, and major companies such as Fujitsu and Unisys, and even IBM, have largely reinvented themselves as computer services companies.
A common type of IT outsourcing is data centre management, where you don't even have a computer department, but give it all to a services provider to run. This is what most people think of when they think of outsourcing, even though it is just one aspect of it. And this is the area where there is most disagreement as to its efficacy.
The rationale for outsourcing your data centre is, ultimately, to save money. Or it should be. Theproblem is that most people don't know how much their data centre is costing them, and unless they know that, they cannot make an accurate judgment on whether outsourcing will cost more or less than keeping their activities in-house.
And it is very hard to determine these figures. A whole industry, called ``benchmarking'', exists to help organisations establish the true cost of the IT operations. The two leaders in this field are Compass and Gartner, and they charge a lot of money, because it is a very difficult job to quantify many of the activities that comprise computer system operations.
Some organisations include the rental or imputed rental costs of the data centre, for example, and some don't. How do you account for consumables? Should voice telephony be included as well as data telephony? What are the hidden overheads?
With all the difficulties involved, most commercial organisations are still able to make a judgment about whether they outsource or not. And often they get it wrong, because intangible costs are often not taken into consideration.
Functions that are outsourced may be performed by individuals who have other skills that are lost to the organisation. Or the disruption involved may mean the whole exercise is counterproductive. Add to all this the problems caused when governments become involved. Corporations have a responsibility to their shareholders and they try to maximise their profits. This means that they are conscious of costs and benefits of their decisions, about outsourcing and everything else. They may often make mistakes, but then they suffer the consequences.
Very few governments have this same degree of discipline. They do not have to make a profit, and they are not nearly so accountable. We all know the attitude of the Howard Government when it comes to accountability.
There is no doubt that the Government is also driven by ideology. Outsourcing reduces the number of people on the payroll, and fixed costs, and is therefore a good thing. Little attention, as the latest shenanigans prove, is given to the true cost of outsourcing. This is not to say that governments should not outsource, but rather that they have no way of telling how effective it is.
The debacle surprises no-one. Outsourcing and computers are a complex and potentially dangerous mix. Add a dash of government incompetence, and you get an unfortunate result.
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