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Introduction
This paper is the Bureau of Meteorology submission to the Finance and Public Administration References Committee Inquiry into the Government's Information Technology Outsourcing Initiative (Initiative). 

2.
The independent review by Mr Richard Humphry AO into the Whole of Government IT Outsourcing Initiative (Initiative) has addressed the chief concerns of the Bureau of Meteorology with respect to the Outsourcing Initiative. These concerns, in relation to mission critical operational system were expressed by Dr Geoff Love Deputy Director (Services), during his evidence on IT Outsourcing at Senate Supplementary Estimates on IT Outsourcing on 23 November (Hansard).   

3.
The Humphry review endorsed the Government's policy to outsource the Commonwealth's IT infrastructure, but noted that outsourcing presents a number of implementation risks that must be managed.  In relation to the scientific agencies in Cluster 9 Mr Humphry noted that they face their own unique implementation risks, and, specifically in reference to the Bureau, that:

"because of the time and safety critical nature of the statutory functions of the Bureau, it has developed a highly specialised technical infrastructure to provide critical meteorological data and information in real-time.  In my opinion this introduces special sensitivities, which would make it extremely difficult to outsource.  The Chief Executive will need to consider what, if any, elements should be outsourced."  
4. 
The Bureau believes the recommendations from the Humphry Review, which were adopted by the Government, provide an adequate framework to undertake appropriate market testing of its Corporate and Desktop IT systems.  This brief submission to the current Inquiry addresses the specific term of reference which relates to the potential savings expected and achieved from IT initiatives.

Savings Expected and Achieved From IT Initiatives.
5. 
In early 1997 the then Office of Government Information Technology (OGIT) undertook a scoping study and business case assessment of whole of government consolidation and outsourcing of IT infrastructure.  The Bureau of Meteorology input to the OGIT study listed relevant IT infrastructure and other 'in-scope' IT activities as totalling $9.17 million p.a.  In the 1997/98 budget, the Government confirmed its decision that competitive tendering for IT infrastructure, of all budget dependent agencies, should take place within the whole of government approach.  

6. 
Commencing in the 2000-01 financial year the Bureau’s forward estimates were reduced by $917,000 p.a., in anticipation of the efficiencies in whole of government information technology infrastructure outsourcing, representing 10% of the costs reported to OGIT in the study. This reduction in Appropriation has been absorbed by an across-the-board cut, thereby diminishing, marginally operational effectiveness in all areas of the Bureau. It should be noted that a critical re-assessment may change the scope to outsource in the Bureau's case, and thereby limit the ultimate scope for savings to considerably less than $917k, even if 10% savings were achievable from the elements outsourced.

7.
A consultant from ASPECT Computing was engaged in late 1997 to assist the Bureau with identifying potential areas of its IT functions that could be outsourced. The consultant concluded that the following areas should remain in-house:

-
supercomputing support;

-
meteorological (operational) systems support

-
meteorological systems development

-
strategic planning and control;

8.
The consultant also noted that: 

"The generic concept of clustering is supported because of the potential for economies of scale. However, in the case of the Bureau the distributed and diverse nature of support infrastructure means that clustering gives few benefits and as a result an independent approach is recommended."
9.
A second study was commissioned in October 2000 as part of the risk assessment for the outsourcing project. The Bureau engaged a senior consultant from the META Group to assist in the development of a Risk Mitigation Plan.  Key findings of the consultant included:

"It is unlikely that outsourcing as proposed by OASITO would reduce cost because of the Bureau’s highly distributed UNIX environment.  Furthermore, in-house support undertakes more than traditional UNIX administration activities including application support and hardware deployment.  

First level support in the Bureau, which is handled by local staff, resolves 80%-90% of calls. Therefore any outsourcing vendor will be challenged to understand the Bureau’s uniqueness and maintain a first level high problem resolution rate without increasing cost".
10.
Outsourcing is not, per se, a cost saving option. As indicated by the two independent consultants’ reports, the Bureau's highly distributed, geographically dispersed environment will limit any savings through rationalisation of systems hardware or software. However, the Bureau believes that, in the current environment, it is appropriate to further test the potential for outsourcing to improve the quality of IT support for some elements of its operations.

11.
Extensive analysis of Bureau systems has already been undertaken as part of the IT initiative to date and the Bureau accepts that market testing the functions of its desktop and corporate systems is appropriate.  However, the Bureau has concluded that it is inappropriate and high risk to outsource its mission critical infrastructure, other than the purchase and installation of hardware, and would result in real risks to public safety (loss of life and damage to property) and to the strategic capability of defence services whenever they are conducting weather sensitive operations.

Summary
12.
The Bureau is not opposed to the outsourcing of its IT infrastructure where it is operationally and administratively safe and cost effective to do so.  Indeed the Bureau already outsources much of its communications and IT maintenance activities on a selective and carefully designed basis.  The Bureau accepts that market testing the functions of its desktop and corporate systems is appropriate.  However, the Bureau has concluded that it would be inappropriate and high risk to outsource its mission critical, specialised IT infrastructure.

13.
The outcome of the Humphry Review provides a useful framework to move forward on the Governments IT Outsourcing Initiative and minimise the implementation risks for the organisation. The Bureau intends to follow the advice provided by the Humphry Review and use the Standards Australia Document 'HB 240: 2000 Guidelines for Managing Risk in Outsourcing Utilising the AS/NZS 4360 Process' as a template for the consideration of the selective infrastructure outsourcing of Bureau Corporate and Desktop systems.

14.
The Bureau notes that the foreshadowed savings of $917,000 in 2000/2001, due to the then proposed IT outsourcing, which have already been extracted from Bureau Appropriations, have not eventuated.  Because the realistic scope to outsource is much less than was used as the basis for this estimate in 1998/99, the eventual cost savings, if any, may be considerably less than this.  Pending the outcome of the Bureau’s  market testing and possibly outsourcing of selected elements of its IT infrastructure, it will be necessary for this reduction in Appropriation to be absorbed by an across-the-board cut, thereby diminishing, marginally, operational effectiveness in all areas of the Bureau.
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